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INVESTIGATION OF STORAGE AND PROCESSINGSACTIY- 
ITIES OF THE COMMODITY CREDIT CORPORATION 


FRIDAY, JANUARY 18, 1952 


Unirep Sratres SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to call, at 10:30 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman), pre- 
siding. 

Present: Senators Ellender (chairman), Hoey, Johnston, Holland, 
Anderson, Aiken, Thye, Kem, Hickenlooper, and Mundt. 

The CHairman. The meeting will be in order. 

At our last meeting on Wednesday, I, as chairman, was directed to 
prepare a resolution for the purpose of holding hearings on certain 
matters which are included in a report from the General Accounting 
Office, and the committee was then undecided as to what the scope of 
the resolution should be. 

In order to determine that, we decided to have Mr. Warren discuss 
his report and any other matters that he may know about concerning 
grain operations of the Commodity Credit Corporation; and then 
after Mr. Warren completed: his statement, we planned to hear the 
Secretary of Agriculture, Mr. Brannan, who is present, to afford him 
an opportunity to give his side of the questions involved. 

Now, Mr. Warren, you may proceed, sir. 


STATEMENT OF HON. LINDSAY C. WARREN, COMPTROLLER GEN- 
ERAL OF THE UNITED STATES, ACCOMPANIED BY FRANK L. 
YATES, ASSISTANT COMPTROLLER GENERAL; FRANK H. WEIT- 
ZEL, ASSISTANT TO THE COMPTROLLER GENERAL; STEPHEN B. 
IVES, DIRECTOR, DIVISION OF CORPORATION AUDITS; ROY S. 
LINDGREN, ASSISTANT DIRECTOR, DIVISION OF CORPORATION 
AUDITS; ROBERT L. RASOR, DIVISION OF CORPORATION AUDITS; 
WILLIAM L. ELLIS, CHIEF, OFFICE OF INVESTIGATIONS; ROGER 
KIRVAN, OFFICE OF INVESTIGATIONS, GENERAL ACCOUNTING 
OFFICE; HARRY GRIMES, INVESTIGATOR IN CHARGE, OFFICE OF 
INVESTIGATIONS, GENERAL ACCOUNTING OFFICE, DALLAS, 
TEX.; AND GEORGE H. HARMS, OFFICE OF INVESTIGATIONS, 
GENERAL ACCOUNTING OFFICE, DALLAS, TEX. 


Mr. Warren. Mr. Chairman and members of the committee: 

I am glad to respond to your invitation to discuss with you the 
interim report of investigation by the General Accounting Office of 
certain phases of the grain storage program of the Commodity Credit 
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2 STORAGE AND PROCESSING ACTIVITIES OF CCC 
Corporation as carried out in the vicinity of Dallas, Tex. Copies of 
the report were furnished to your committee, its counterpart in the 
House, and to the House and Senate Appropriations and Expenditures 
Committees on January 11. 

I do not need to tell this committee that the General Accounting 
Office is the agency of the Congress for checking on the financial trans- 
actions of the Government. As a part of its duties in that capacity, 
it conducts commercial-type audits of the Commodity Credit Corpora- 
tion and makes annual reports to the Congress under the Government 
Corporation Control Act of 1945. In fact, the auditing provisions of 
that act stemmed from Public Law 240, enacted by Congress in 1944 
at the request of both the Secretary of Agriculture and myself to have 
the accounts of the Commodity Credit Corporation audited by the 
General Accounting Office for the Congress. Our audit report on the 
Corporation for the fiscal year 1951, now with officials of the Depart- 
ment of Agriculture for their consideration and comments, will have a 
section on grain-storage activities. That report will be transmitted 
to the Congress at as early a date as audetienliie. 

During the course of the audit of the Corporation, it was noted 
that the Office of Audit, Production, and Marketing Administration, 
had found a number of cases of an inordinate time lag between the 
issuance of loading orders and the shipment of grain. This matter 
was discussed with the Office of Audit. That office undertook the 
examination of 136 nonfederally licensed warehouses in the South- 
west, chiefly in Texas. As a result, shortages were developed by the 
Agriculture Department auditors in 30 warehouses, although not 
necessarily in those in which the shipping delays occurred. Similar 
examinations are continuing to be made on a selective basis, extending 
to all parts of the country. Where appropriate, the cases are turned 
over to the Office of Compliance and Investigation (PMA) for further 
development looking toward institution of criminal proceedings, if 
indicated. Full information concerning shortages disclosed is con- 
tained in the departmental records. 

The Corporation utilizes a very large number of warehouses in 
which commodities are stored (over 10,000 public warehouses, and 
some 130,000 Corporation-owned grain bins). It is not feasible eco- 
nomically for the GAO auditors to visit more than a very small per- 
centage of them in making its audits. Under the Government Cor- 
oration Control Act, the General Accounting Office, as contemplated 
ry the act, utilizes the reports of the internal audit and investigation 
activities of the Department of Agriculture. 

Asa result of information disclosed by our audit and received from 
other sources, our own Office of Investigations early in November 
1951 initiated an investigation in the Dallas area to supplement the 
audit. That investigation is still continuing, but the interim report 
evidenced considerable potential losses to the United States through 
the failure of participating warehouses to maintain either the quality 
or the quantity of grain in storage. I sent the interim report to your 
committee with the thought that you might wish to note and inquire 
into the measure of diligence displayed, until very recently at least, 
in the activities of the departmental representatives charged with the 
supervision of the program. After studying the report, I have or- 
dered a full and complete investigation of some other areas. 
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The report sent to you on January 11 was based on the most recent 
information available, including information as late as January 2. 
Since there have been some indications that the material in the report 
might be considered old, I would like to make the point that we can 
never be much more current than this if we want to send verified 
information to the Congress rather than unconfirmed rumors. 

It is a part of the duty of the General Accounting Office under 
the Budget and Accounting Act, 1921, and other legislation governing 
the activities of the Office to detect irregularities in government finan- 
cial transactions, and when found in audits or investigations, to report 
them to the Congress and its committees. This report was presented 
to your committee in carrying out those responsibilities of the Office. 
We never send a report to the Congress unless after careful review 
we feel it represents the true facts. 

In sending our reports up here, we have no other purpose than to 
serve the Congress. I stress that particularly because of the unfortu- 
nate inferences which have been drawn in some quarters from Secre- 
tary Brannan’s letter of January 14 to you concerning our report. 
While I would find it difficult to believe that the Secretary could 
possibly have intended to convey the impression that the General 
Accounting Office had any part in the political and prejudiced motives 
which he attributes to some in connection with our report, yet it has 
been pointed out to me that the Secretary’s statement is susceptible 
of that construction. I refer to it solely for the purpose of reiterating 
before this committee that the General Accounting Office will always 
report significant information to the Congress, without reference to 
where it is found and without regard to any considerations, political 
or otherwise, except a full sense of responsibility to perform its duty 
and to serve constructively. 

We have three rules in making our audits and investigations— 
first, to be right; second, to be fair; and third, to go down the middle 
ofthe road. While we naturally do not expect those concerning whom 
reports are made to be happy if those reports in any way reflect on 
activities under their supervision and direction, our usefulness would 
be destroyed if we permitted our decisions to be governed by a desire 
to be popular. I believe that the committee will find that the report 
is completely factual, objective, and impartial, and in keeping with 
the status of the General Accounting Office as the nonpartisan and 
nonpolitical agency of the Congress. I believe it will also be evident 
that the report in no way takes issue with the grain-storage program, 
but is concerned only with the manner of execution of the program 
in the particular areas under investigation. 

The statements in the report as to grain shortages are based largely 
upon reports of the Office of Audit and the Office of Compliance and 
Investigation, Production and Marketing Administration, Depart- 
ment of Agriculture. An exception is the first case concerning a 
spoilage loss at Arkadelphia, Ark., which is the result of our_own 
independent investigation. Mr. William L. Ellis, Chief of our Office 
of Investigations, and members of his staff are here to summarize the 
report and explain or discuss the various cases covered by it. 

Senator Arken. Mr. Chairman, Mr. Warren has referred to a letter 
which was given widespread circulation which was written by the 
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Secretary of Agriculture under date of January 14, 1952, in which 
the Secretary alleges that reports of this nature were circulated for 
political reasons. 

The Secretary refers evidently to the Associated Press report which 
appeared in the Sunday papers of January 13. Therefore, in order 
that the record may be complete, I ask that the Associated Press report 
of January 15, 1952, be made part of this record, and also the Secre- 
tary’s letter under date of January 14, 1952, since both have been 
referred to by the Comptroller. 

The Cuamman. They both speak for themselves and will be put in 
the record, without objection. 

(The matter referred to is as follows :) 


Exu sir No. 1 


{From the Washington Post, January 13, 1952] 
CONFIDENTIAL Report Lists $4 MILLION SworrTaGe In Farm Price Suprorr 
PROGRAM, AIKEN SAYs 


(By the Associated Press) 


Aiken (Republican, Vermont) said yesterday Government 


Sen. George D. 
$4,000,000" 


auditors have uncovered “shortages conservatively estimated at 
in Agriculture Department's farm price support program. 

Aiken said a confidential report by Compt. Gen. Lindsay C. Warren calls the 
shortages “conversions” of Government commodities. “In a bank it would be 
called embezzlement, but in my language it is stealing,” Aiken said. 

Agriculture Department officials and employees “apparently did not benefit 
from the shortages but there are serious questions of widespread negligence 
and failure to prosecute those who did,” the Senator added. 


SET-UP EXPLAINED 


He said most of the shortages resulted this way: 

The Department's Commodity Credit Corporation, which handles the farm- 
loan and price-support program, made contracts with some 40 elevators and 
warehouses to store grain and other commodities. 

“These contractors then sold the Government grain and kept the funds, 
When the Agriculture Corporation called for the commodity, they were unable 
to deliver the commodities or the funds.” 

Department officials acknowledged 2 weeks ago that losses would be perhaps 
as much as $5,000,000, but probably less. They estimated losses at less than 
one-eighth of 1 percent on the total volume. They said $10,000,000,000 worth 
of grain, dry beans, dried milk, butter, and other commodities moved through 
commercial storage facilities. 

Aiken said copies of the report had been supplied to Chairman Ellender 
(Democrat, Louisiana) of the Agriculture Committee and to him as ranking 
Republican on the committee. 

Elliender confirmed that the report had been received and said it would be 
civen to all 13 members of the Agriculture Committee Wednesday. 


MAY CALL HEARINGS 


He said the committee may order public hearings. 

“I hope responsible officials will kick out any wrong-doers without waiting 
for the committee to tell them to do it,’ Ellender said. 

Aiken said 38 of the cases are in Texas and 2 in Oklahoma “and the Comp- 
troller General said he is just getting started on his investigations.” 
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ExHisiIr No. 2 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, January 14, 1952. 


Hon. ALLEN J. ELLENDER, Sr., 
Chairman, Senate Committee on Agriculture and Forestry. 

Deak Mr. CHAIRMAN: Yesterday’s newspapers carried eXtensive articles ci! 
culating charges about the grain storage program of the Commodity Credit 
Corporation of this Department. The ostensible excuse for the charges was 
that the General Accounting Office had submitted to your committee copies of 
a report alleging that losses have been incurred by the CCC, The actual excuse 
for circulating them, however, was that the political season has induced my 
opponents to launch an all-out attack on the grain storage program, which they 
succeeded in crippling in 1948 but which is now serving the American farmers 
and consumers with unprecedented soundness. 

This is to inform you that all the material in yesterday’s articles is at least 
2 weeks old and most of it much older, and to appeal to you, as Chairman of 
the Senate Agriculture Committee, to give this Department a hearing so that it 
can refute the insinuations and political attacks directed at it. 

Although there have been many irresponsible charges against the grain-storage 
program in the last 60 days, the one yesterday dealt primarily with the con 
version by the private grain trade of grain which it was supposed to hold in 
storage for the CCC. One who reads yesterday's articles as far as the last 
paragraph might possibly note that not even our opponents are charging De 
partment employees with having converted this grain or conducting themselves 
improperly in connection with its loss. However, this basic fact was obscured 
and distorted by political overtones making it appear that the Commodity 
Credit Corporation was responsible for the losses, instead of misconduct by 
individuals of the grain trade 

One way this was done was by making it appear that the Department of 
Agriculture has been secretive about losses from conversion by the grain trade, 
implying that a dramatic investigation would have to be conducted to shake 
the facts out of the Department. The simplest kind of inquiry in good faith 
would have shown that the facts concerning the conversion of grain have been 
lnid out on the table for the press to examine. Moreover, it would have shown 
that as early as July of last year this Department moved speedily into court 
to protect its financial position in one of the first of the series of conversion 
cases. Since that time, appropriate legal action has been taken in a total of 
nine cases, and we have continuously informed the press as fast as new cases 
could be presented in court 

There has never at any time been any mystery about this operation, unless 
it is a mystery to anyone these days that Government employees have conducted 
their operations with integrity and alertness against efforts of individuals 
outside of Government to convert grain for private profit 

I am sure that not even a full and complete hearing before your committee 
will silence the professional or amateur destroyers of confidence in the United 
States Government, but I know that it will convince your committee and others 
who are willing to listen to both sides of the story in the American tradition of 
fair play that the Department’s stewardship in the grain storage program has 
been conducted with merit. 

I assure you that the honor of the public servants who have been slandered 
by the reckless talk on this subject will emerge from the hearings considerably 
above that of the persons who are using the Department's operations as a means 
for destroying the fundamental programs of service to American farmers 

Sincerely, 
CHARLES F.. BRANNAN, Secretary 


The Cnamman. Mr. Warren, who can give us a detailed explana- 
tion ¢ 

Mr. Warri x. Well, I have here Mr. William L. Ellis. the Chief 
of Investigations of the General Accounting Office. 

The Cuamnman. Mr. Warren, before going into that phase of it, 
When was the last time your Office made a report of this character, 
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that is, auditing the grain storage operations of the Commodity Credit 
Corporation ? 

Mr. Warren. We have made, of course, Senator, our annual audit 
reports on the Commodity Credit Corporation and we are current on 
that. The annual report of fiscal 1951 will be available, I hope, 
to the Congress not later than March 1. 

The Cuarrman. Well, what I had in mind in particular was a report 
with reference to the storage of grain along the lines similar to the one 
that you have incorporated in this recent preliminary report. 

Mr. Warren. This is relatively a new subject. I do not think we 
made one particularly on grain before. 

The CHatrRMaN. So this is the first report you have made on grain 
storage / 

Mr. Warren. I think so. We are looking now into other areas. 

The Cuarman, I see. 

Mr. Warren. And expect to have additional reports. 

The CuatrmMan. Will you tell us what prompted you to make this 
detailed report as you have done? 

Mr. Warren. Well, sir; it was from our own observations and what 
we heard in our Dallas office, and some reports which we very carefully 
checked from citizens. 

I, personally, after talking with one of the informants, at least, 
ordered our people into the subject at once, and we got in there about 
the Ist of November. 

The CHairMan. [ notice in the last paragraph of vour statement 
that you base quite a lot of your findings on information that you 
obtained from the—— 

Mr. Warren. Department’s own records. 

The CHarrMan,. That is what I mean. 

Mr. Warren. That is correct, sir. 

The Cuarmman. Did the records of the Department indicate that 
an audit had been made by its own men before you made your audit? 

Mr. Warren. In most instances they did: that is, all of the cases in 
the report. 

The CratrmMan. Did you find any variance between their audit 
and the one that you prepared ? 

Mr. Warren. I would rather have our Chief of Investigations 
answer; and he has our Dallas manager here, whom we brought up 
here today, and two of his associates, and we have also brought here 
one of our top men from Seattle, Wash., who was on this particular 
work. 

The Carman. I was particularly anxious to develop what it was 
that brought about this investigation. You say that it was based on 
data that you obtained from the Department as well as information 
that you obtained from various sources, people who informed you 
«bout it, as well as your own representative in the Dallas district ? 

Mr. Warren. That is correct. 

The Cuarrman. Would you have whoever you think is competent 
tell us whether or not you used the audits of the Production and Mar- 
keting Administration, to what extent, and whether or not those audits 
reflected the true situation or whether they were at variance with what 
you found? 

Mr. Warren. We have present the men who actually inspected these 


records. 
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The Cuamman. Does the committee want to go into that now? 

Senator Hotuanp. I would like to ask some questions first of Mr. 
Warren. 

The Cuamman. Very well. Proceed, Senator Holland. 

Senator Hotianp. I do not know whether anyone else would like 
to, first. Of course, I am ready to ask them now. 

The Cuamman. Do you want the questioning done in order, Senator 
Hoey ? 

Senator Hory. Just let any member go ahead. 

The Cuarmman. We have been proceeding that way in the past. 

Senator Hoizianp. First, I notice both in your statement and in 
your testimony that you said you have ordered full and complete 
investigation of some other areas be made. I think that you mean 
other geographic areas but in this same field of the storage program ¢ 
Is that what you meant ? 

Mr. Warren. That is correct, Senator. 

Senator HoLtanp. You did not mean other areas of activity by the 
Commodity Credit Corporation by that particular statement ‘ 

Mr. Warren. No. 

Senator Hotnanp. The next thing I wanted to ask was—I noted 
with approval that your audit report for the fiscal year 1951 is com- 
pleted and has been turned over to the Department of Agriculture for 
their consideration, and that the report will soon be available. Will 
you state for the record when you turned over the 1951 audit to the 

Jepartment of Agriculture? 

Mr. Warren. I think it was December 18. We are now waiting 
for their comments, if any, on that. 

Senator Hottanp. For the record, that is the normal procedure, to 
turn over your audit to the department affected, for their comment 
and for a chance to iron out anything in which your people are in error 
or may not have been clear, before the final report is sent to the 
Congress ¢ 

Mr. Warren. That is the procedure on our annual report. But 
where I deem a matter of great importance, I send interim reports to 
the Congress. 

You may remember that I sent an interim report on the Maritime 
Commission to the Congress 2 years ago, which, I am told resulted in 
the abolition of the Commission. 

Senator Hotianp. The regular annual reports, though, follow a 
normal procedure of submission of your prepared proposed report 
to the agency affected ? 

Mr. Warren. Always. 

Senator Hotianp. For its observations and for the ironing out of 
any matters that may not be clear before the annual report comes to 
the Congress ? 

Mr. Warren. That is correct. 

Senator Hotnanp. Are you able to state when the Congress will 
have the 1951 fiscal year report ? } 

Mr. Warren. I said a little while ago, Senator, we will have it 
here by the Ist of March. It depends upon, of course, when we get 
it back from the Department of Agriculture. 5; 

Senator HoLttanp. One more comment, rather than a question. I 
recall, Mr. Chairman, that when the subject of audits of the Com- 
modity Credit Corporation were before this committee a year and a 
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half ago, that they were not this nearly to date by a great deal. I 
remember at that time they were 2 years back of the immediately 
preceding year, and I commend the ¢ ‘omptroller upon having brought 
the matter so nearly to date, which I think is a much sounder practice 
and procedure, and I am glad to note it. 

Mr. Warren. Of course, Senator, I appreciate that. There was a 
reason why we were behind, and it was through no fault of the Gen- 
eral Accounting Office. The law was passed, and the whole thing 
was dumped on us immediately, and we had to go out and set up an 
entirely new division of our Office to do the work. 

Senator Hoiianp. I understand that, and I want the record to 
show that you have proceeded with such speed that now in December 
of 1951 you have delivered to the Department of Agriculture the 
full audit of the Commodity Credit C orporation, including the see- 
tion on this subject, and many other sections, covering fiseal 1951, 
and that your regular work is that close to date. 

Mr. Warren. That is correct. 

Senator Hottanp. Which I am sure is a source of appreciation on 
the part of all members of this committee. 

The Cuatrman. Any further questions of Mr. Warren before we 
procee d to this other matter ? 

Senator Anperson. May I just ask a question? You said that 
some of these were developed on a PMA audit. Were they not also, 
some of them, based on a letter from Latham White, dated December 
16 or some such date? Is it not correct that the entire list of shortages 
and conversions were lifted almost verbatim from Latham White's 
letter to the House Appropriations Committee ? 

Mr. Warren. Senator, I don’t ever recall—I know I have never seen 
such a letter, and I do not know that it has ever been called to my 
attention. 

Senator ANperson. December 14 is the correct date. 

Mr. Warren. I have never seen such a letter. We will have Mr. 
Ellis answer that. 

Senator Tuyr. December 14, what year? 

Senator ANpeRsoN. 1951. 

Senator Ture. December 14, and you commenced your report in 
November ? 

Mr. Warren. We went in there in November. In other words, I 
decided that it was a matter of such great moment, decided about the 
20th of October, that we could only gather our people together to send 
them there by the Ist of November. 

Senator ANperson. And in making your check, did you attempt to 
ascertain whether or not the regional office at Dallas had been asking 
for help on this since October ? 

Mr. Warren. Of course, I don’t know that. You mean asking for 
help from the Department ? 

Senator Anperson. Yes. 

Mr. Warren. I really do not know that, Senator. 

Senator Anperson. Well, Mr. White and Mr. Solomon were fired 
down there. 

Mr. Warren. I understand so. 

Senator Anperson. Was there any effort to find out if there was 
misconduct in their office, or whether they had been pleading with 
Washington for help ever since October ? 
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Mr. Warren. Well, sir, I understand that there was a statement from 
the Department in the Dallas paper saying that they were not fired by 
reason of our investigation, but were fired for inefficiency. 

Senator Anprerson. But your Office did not check to see whether 
they had been trying to get help on these audits? 

Mr. Warren. I could not answer that. 

Senator Anpperson. Trying steadily for months before your Oflice 
started work, and that the same conversions which you list in your 
report were the basis for those requests for help. 

Mr. Warren. Perhaps there are some of our people who can answer 
that. I would not know. 

Senator ANpEerson. Would you have anybody that would know why 
the Tanner case, so called, is not in your list of conversions ! 

Mr. Warren. I am sure that our people can answer almost any 
question you ask, 

Senator Anperson. Well, who can? 

Mr. Warren. We have here the Chief of Investigations. 

Senator Anperson. Well, the Tanner case is a pretty well known case 
out there involving a million dollars, and it is not in your list anywhere. 

Mr. Exits. We do have some information and 

Senator Anperson. It is not too hard to find out when a receiver 
is appointed by the court. 

The Caarrmman. Mr. Ellis, step forward. 

Senatobr Anperson. I mean after it gets in the newspapers, after 
being investigated for months, and ought not to be hard to find out 
about. a 

The Cuarmman. Give your name in full. 

Mr. Extis. William L. Ellis, Chief of Investigations, of the General 
Accounting Office. 

I understand the question is why we have not reported the Denver 
case, 

Senator Anperson. ‘nd you list a group of conversations and you 
say you may not know too much about the Tanner case. But if it is 
well enough known to have been printed in the newspapers, it ought 
not take much investigation to find out about it, should it? 

Mr. Exxis. We have a great deal of investigating already done in 
that case. But as we say here, this undertakes to be a report about 
the Dallas area. We say further we are continuing this investigation 
in other areas. I can state the Tanner case is one of those that will 
be covered in investigations of other areas. 

Senator Anprerson. Does the Tanner case involve the same thing as 
the Meekins case? 

Mr. Exuis. I can’t say without further review of the papers. I have 
got the papers, but I have not finally reviewed them. 

Senator Anperson. Does the Meekins case involve anything else 
except the amounts listed in your report ¢ 

Mr. Exuis. Yes. In the Meekins case there are still some charges 
that have not been collected. They are the people who paid in about 
$120,000 as a result of a shortage, which at one time was thought to 
be in the neighborhood of $119,000, but later on some other charges 
were added for storage which were paid and should not have been 
paid. We think possibly it will require some legal action yet to collect 
from these people. 
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Senator Anperson. Do you think there are additional sums at 
Corpus Christi on Pinto beans over and above the $160,000? 

Mr. Exits. Yes, we do. 

Senator Anperson. Did not the farmers lose more heavily there 
than the Commodity Credit Corporation ? 

Mr. Exits. That is a problem you will never know in any one case 
until it has gone to a final solution, especially those going into receiver- 
ship. There are technical problems about who has the priority, for 
example, and it is very difficult to know whether the Government will 
have priority on these cases or not. It may depend upon whether it 
is acted on as a Commodity Credit Corporation case or a Production 
and Marketing Administration case. 

Senator Anperson. Has there been prosecution in the Meekins 
case ¢ 

Mr. Exits. You mean criminal prosecution ? 

Senator Anperson. Yes. 

Mr. Exuis. We understand there has not been. 

Senator Anperson. Is that typical of a case that would involve 
what you call a conversion, but was a shortage? Would we not call 
it an embezzlement if the man took it out of a till? 

Mr. Exuis. I would, but maybe the people down there have different 
standards. But I certainly would when you sell the grain that belongs 
to somebody else. 

Senator Anperson. That is right. It is an embezzlement known to 
be at least $120,000, but which I think is in excess of $300,000, at least 
$284,000 in Corpus Christi alone. Does that not call for some action, 
or is that not part of the General Accounting Office work? 

Mr. Exits. It does call for action by the Department. 

Senator Anverson. By the Department. 

Mr. Ex.is. Certainly. 

Senator Anperson. The General Accounting Office has no respon- 
sibility for it ¢ 

Mr. Enis. We have responsibility for audit, investigation, and 
report, but under the law it is very plainly the Commodity Credit 
Corporation’s duty. 

Senator Anperson. I am not trying to criticize what the General 
Accounting Office has done. Mr. Warren well knows that I have as 
high a regard for him as anybody who has ever been in the Govern- 
ment. I am trying to find out whose responsibility it is. 

Has any action been taken in the Tanner case ? 

Mr. Exuis. That is what I am not ready to report on. 

Senator Anpverson. It ran nearly a million deiines. 

Mr. Exxis. I can say I have discussed it with certain people in the 
Solicitor’s office, the undertaking they are doing in the Tanner case. 

Senator Anperson. In the Tanner case they appointed a man 
named Felshoeun, or something like that, as receiver, and he promptly 
retained Tanner’s brother to run the business, in the face of a million- 
dollar shortage or embezzlement. Is that right or not? I don’t know. 

Mr. Exxis. I am not ready for a full discussion of the Tanner case. 

Senator ANpERSON. How long can we expect it to be before we get 
to an investigation of a million-dollar case / 

Mr. Exxis. I have got some reports on the Tanner case now. I have 
got some which I haven't finally reviewed. 

Senator ANvErson. Do they indicate a shortage? 
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Mr. Ennis. I can’t say that right now. I have been working on the 
Dallas group because I understood that was to be the subject of the 
hearing this morning. 

Senator Anperson. In the Dallas group- 

The CHarmman. Senator Anderson, if you will pardon me, the re- 
port is based primarily on the Dallas district, as I understand it, and 
the Tanner case is not in the Dallas district. 

Mr. Eais. That is at Denver. That is what I want to be sure you 
get right. Understand, I have discussed it with certain members of 
the Solicitor’s office right in this Department, and I understand some 
very strenuous efforts are being undertaken. And in my humble way 
I gave them every encouragement that I could, including some slight 
legal advice. I hope it will be helpful. 1 know they are trying to 
work three different types of recovery in that case. 

The Cuairman. Who are “they”? 

Mr. Exuis. The Department. 

Senator Anprerson. Has there been any criminal action? 

Mr. Exuis. Not as far as we are concerned. I understand they are 
trying to get it. 

Senator Anprrson. If you find something wrong, you do not report 
to the Department of Justice? 

Mr. Exxis. Yes, we do, certainly. If we run across violations of 
law, certainly. 

Senator ANperson. You found that in the Meekins case and what 
happened ¢ 

Mr. Exiis. We didn’t find it in the Meekins case: the Department 
found it. 

Senator ANprerson. Then after you came across it second-hand, 
what did you do? 

Mr. Euuis. We reported to Congress under section 312—— 

Senator ANperson. In the Henderson Grain and Storage case, 
which you have listed at $751,000, were there any unusual circum- 
stances in that case / 

Mr. Exuis. I will refer that to our people who are immediately in 
charge. There is an unusual circumstance. ' 

Senator Anperson. Did he buy several hundred thousand dollars’ 
worth of trucks? 

Mr. Exits. The unusual circumstance that I know about in the Hen- 
derson case is that these people own grain warehouses in Texas, and 
they also had some up in Kansas. Am I correct? 

Mr. Harms. Yes. 

Mr. Ex.is. In the Henderson case. The shortage in Texas was 
thought to be explained, “well, that is all right, that grain is up in 
Kansas.” And you look in the grain warehouses in Kansas, and it is 
short there—“well, that will be found down in Texas.” 

Neither warehouse seemed to have the grain called for, and each 
thought it was in the other warehouse. 

Senator Anperson. Having found that out, is there any criminal 
prosecution suggested in that case? 

Mr. Ex.1s. 1 couldn’t answer. Do you know, Mr. Harms? 

The Cuatrman. Give your full name. 

Mr. Harms. George Harms. 

Mr. Ettis. Our report says on the Henderson case, “A receiver was 
appointed on December 21, 1951, and the PMA office of Compliance 
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and Investigation is, at the present time, conducting an investigation 
with the intention of referrmg the case to the United States District 
Attorney for criminal action.” 

Senator Anperson. That being true, then the General Accounting 
Office will do nothing with these cases as far as the United States 
Attorney’s office is concerned, if, as in the Meekins case, Mr. Meekins’ 
father-in-law comes in and pays it off; that will end it, is that right? 

Mr. Ex.xis. I could not answer that. 

Mr. Warren. There is nothing in the law that the GAO can do in 
a matter of that kind, Senator. 

Senator ANperson. I am only trying to find out, Mr. Warren, whose 
responsibility it is to call it to the attention of the Attorney General 
of the United States or the Department of Justice. 

Here is an embezzlement that may run—you may want to call it 
by the nice name of “conversion”—that may run three-quarters of a 
million dollars. If word went out tomorrow that a teller in a bank 
in Washington had taken three-quarters of a million dollars from his 
till, do you suppose some man could come in and pay it off and it would 
be all right? Somebody must have to tell somebody about this. 

Mr. Warren. Of course, it is an absolute duty of the Department of 
Agriculture, if the facts are correct, to report it to the Department of 
Justice. 

Now the General Accounting Office, however, does report from time 
to time to the Department of Justice. We send over there probably 
every day either for criminal or civil action or both, some matters 
that come to us. 

And you must remember we just had this report here in the last few 
days, comparatively speaking, and as we further get into this thing 
we will report if no action has been taken—we will report matters to 
the Attorney General, if they have not already been reported to him. 
We are doing that every day of our lives. 

Senator Anprerson. We might expect the Tanner case and the 
Meekins case and the Henderson case and some of these cases where 
the amounts ran up to three-quarters of a million dollars or a half a 
million dollars, or as in the Tanner case, maybe over a million dollars, 
could be possibly cited as evidence of w rongdoing. 

Mr. Extis. We think both the regional attorney and his staff there 
are doing what they can on the cases that come tothem. Our complaint, 
as you notice in the report, is that there is not enough and quick 
enough reference of the cases by the PMA and the Commodity office 
to the regional attorney there. 

Now the case you are talking about, the Pinto bean case, has been 
referred to the Solicitor’s office. It is very actively being worked on 
there. 

Senator Anperson. By the regional attorney of the Department of 
Agriculture or the Department of Justice ? 

Mr. Exsis. Of Agriculture. 

Senator Anprrson. Then your answer to my original question is 
that the General Accounting Office has not referred any of these cases 
to the United States Attorney’ s office? 

Mr. Extis. No, we have no such function, of course. 

Senator Anperson. I am not trying to establish that function. I 
am just trying to find out whether your office has turned any of them in. 

Mr.. Exits. There is an observation that is important to bear in 
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mind, That is the Commodity Credit Corporation operates quite dif- 
ferently from the normal department. Their law says, “The Corpo- 
ration shall have authority to make final and conclusive settlement 
and adjustment of any claims by or against the Corporation.” 

That is different from the law of the Department of Agriculture 
or of other departments. 

Mr. Warren. May I interpose right there, Senator? 

Senator Anperson. Yes. 

Mr. Warren. Wherever you see that language, and it is rife 
throughout the Government, then the public interest suffers. 

Senator Aiken. Mr. Warren 

Senator Anpgerson. May I just finish one question here ? 

Do I not correctly understand that most of the material contained in 
this General Accounting Office report comes from two sources; from 
the letter of Latham White of December 14, and from PMA audits 
in the field, with the sole exception of the Arkadelphia case. Is that 
not true 

Mr. Exxis. We are not familiar with any letter of December 14. Mr. 
White wrote us listing the known shortages in the records of his office, 
and that, of course, is a source of our information. 

Senator Anperson. You have been in his office regularly on these 
cases. Would it not be one of the first questions to ask if he had re- 
ported to anybody ¢ 

Mr. Exuis. Yes, sir, that was one quest ion. 

Senator Anperson. Did he not show where he did report? 

Mr. Exuis. The record showed a lot more where they were not re- 
ported to the regional attorney. 

Senator Anperson. Did he show you where he did? 

Mr. Extis. Five cases had been reported as of January 2. 

Senator Anperson. Only five cases? 

Mr. Extis. That is our information. 

Senator Anperson. How much does that cover of the volume you 
have listed here ? 

Mr. Exuis. Five out of about 22. In other cases we know there is 
an appearance of shortage, but it hasn't gone far enough to even go to 
the attorney. 

Senator Anprerson. And he reports five. Now the PMA audit re- 
vealed most of the rest ? 

Mr. Exuis. As far as shortage cases, yes. The PMA reports re- 
vealed all of them. We haven't gone to any warehouse. 

The CHarrMan. Since the names of Mr. White and Mr. Solomon 
have been mentioned, and they are not mentioned in your report, I 
would like to refer to the paragraph of your report, Mr. Warren, 
which states: 





Action with regard to the known irregularities has had to be literally forced 
on the Commodity office. Even after the situation had deteriorated to the extent 
of where prominent grain operators, in this area, were demanding corrective 
action, to protect the trade, the responsible administration officials continued to 
issue statements that all was well and that no action on their part was necessary. 
It was only after formal reports of the shortages were received from the Audit 
and Compliance branches of PMA that they commenced proceedings to protect 
the interest of the Government. 


Who were those administrative officials that you referred to in that 
paragraph? Can you tell us their names? 
Mr. Exuis. Mr. White was the primary one. 
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The Cramrman. He was the one that was neglecting to do his duty ? 

Mr. Exuis. Yes. 

The Cuarrman. And I understand that is why he was fired? 

Mr. Exuis. We read in the paper that the firing had nothing to do 
with the investigation. I don’t know. 

The Cuarmman. I see. But in any event the administrative offi- 
cials who were in charge of the office at Dallas, which you criticized on 
page 8 of this report, were Mr. White—— 

Mr. Exsis. Mr. White. 

The CHarrmMan. And he is the one Senator Anderson refers to? 

Mr. Exuis. Yes. 

The Cuarrman. And instead of reporting all the cases, you say he 
reported only how many ? 

Mr. Exuis. Only five had gone to the regional attorney. 

The CHarrMan. I see. 

Mr. Ex.is. That means gone to the regional attorney for legal 
action. 

The Cuatrrman. I see. 

Mr. Exits. I don’t want to leave the inference here that he wilfully 
refused, 

The CHatrman. I see. 

Mr. Exxis. The trouble was negligence in getting the cases ready 
to go. 

The CuHairman. I was just wondering who the administrative offi- 
cials were at the time you made this criticism of the Dallas office. 

Mr. Exurs. Mr. White—— 

The Cuatrmman. And you say Mr. White? 

Mr. Exuis. Yes, sir. 

Senator Kem. The language used here was “responsible adminis- 
trative officials,” in the plural. 

Mr. Exxis. Solomon would be one. 

Senator Kem. Solomon also? 

Mr. Exuts. Yes. 

Senator Kem. Anybody else? 

Mr. Exuts. He also is now out of office, I understand. 

Senator Kem. Anybody else? 

Mr. Exurs. Of course, they were the ones in charge. What we are 
saying is that nobody there took the action that good business would 
call for. Now those were the men in charge and who were responsible. 

Senator Kem. Are any responsible administrative officials in Wash- 
ington included in that category ¢ 

Mr. Etuts. No, this has no reference to the Washington officials. 

Senator A1ken. Is it customary for regional officials to take action 
without consultation with Washington in cases like these ? 

Mr. Exxis. Perhaps I had better refer that question to some of the 
Department people. Iam not sure about that. 

Senator Arken. I would like to ask Mr. Warren a question which 
properly belongs to him. 

You state that under the law the Commodity Credit Corporation 
can make final settlement. In other words, if a storage operator sells 
a half a million dollars’ worth of Government grain, and then when 
called upon to ship it for the Government and he cannot produce 
the grain and refuses to produce the money, then the Commodity 
Credit Corporation can effect a final settlement, we will say, for 
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STORAGE AND PROCESSING ACTIVITIES OF CCC 15 


$250,000, and he agrees to give back half of what he took. I under- 
stand that is your interpretation of the law—that their settlement 
with him is final. 

Mr. Warren. Yes, absolutely final. Of course, any settlement, as 
I understand, can be overthrown by fraud or something like that. 

Senator Arken. But if the Commodity Credit Corporation agrees 
to accept 50 percent of the amount which had been stolen from the 
Government—I think stolen is the word there—does that absolve 
him from criminal action in any way? Can the Commodity Credit 
Corporation wipe out any criminal ch: arges against him ‘¢ 

Mr. Warren. No, I would not think so. 

Senator Arken. Can they bring a criminal charge against him 
after making a settlement with him? 

Mr. Warren. I would say they could, if they discovered fraud in the 
settlement. 

Senator Arxen. Is Mr. Ellis going to elaborate more upon the re- 
ort which was made, in case there may be some who have not studied 
it thoroughly ? 

Mr. Warren. Yes. We have men who actually did the inspection 
here, and who prepared the report. 

The Cuarrman. I understood we were going into that after we got 
through examining Mr. Warren. 

Senator ArkeNn. Yes. I have no further questions. 

The Cuatrman. Any other questions of Mr. Warren, first. 

Senator Hickenwoorrr. In regard to the question on the fraud set- 
tlement which Mr. Warren just “raised, that is not quite clear to me. 
Manifestly, if there is fraud in the settlement or fraudulent collusion 
between the Government official that settles it and the person that owes 
it, that isone thing. However, let us take a little more clear illustration. 

A man converts or steals a half million dollars’ worth of Govern- 
ment grain and sells it. The Government checks up on him and says, 
“We want the grain or we want the money.” 

He says, “I have got only $200,000.” That istrue. All his assets are 
only worth $200,000, and the Government says, “We will take the 
$200,000.” We will take it and settle it. 

There is no fraud particularly in the act of settlement—the Govern- 
ment merely taking what they can get from this man as a recoupment 
on that loss and making a settlement as the best of a bad bar gain. 

And assuming there is no fraudulent collusion between the two, 
would you say that kind of a settlement in the absence of fraud in the 
settlement would preclude criminal] prosecution thereafter ¢ 

Mr. Warren. I think generally, from a practical standpoint, it does. 
Technically, that may not be so, but I understand that the Depart- 
ment of Justice often settles cases where they say, “Well, now, we 
just can’t prove fraud in this case, so we will settle it,” and that ends it. 

Senator Hickentoorrer. I am not familiar enough with the tech- 
nicalities of these provisions, but there are provisions in certain cases 
of Government officials who are only held responsible to make settle- 
ment upon demand, let’s say. Those situations do exist. There is no 
criminal liability in those cases except when demand is made and 
failure to account is then had. 

Therefore, on that line of reasoning, if the Government elected un- 
der its power to settle that case satisfactorily to the demand of the 
Government, by compromise or otherwise, it might be that prosecu- 
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tion would be barred thereafter because the demands of the Govern- 
ment had been settled, even though it did not receive a full amount of 
the admitted liability. But that would be a legal technicality that I 
would not know about. 

Senator Munpr. Mr. Chairman. 

The Cuarmman. Senator Mundt. 

Senator Munpr. Mr. Warren, on page 2 in your report of this 
morning, you stated “this interim report covers scnthdinabie potential 
loss to the United States,” and so forth. I wonder if you could give 
us some dollar figure as to that potential loss. Is that about 
$3,000,000 ? 

Mr. Warren. We estimate, I think, $3,800,000. 

Senator Munpr. $3,800,00? 

Mr. Warren. Yes, in the cases we have reported. 

Senator Munpr. Along the line of Senator Anderson’s question, 
I am just trying to find out how the mechanics of your office work 
in conjunction with Congress, to whom your office is primarily re- 
sponsible, to the Attorney General’s office or the Justice Department. 

Let’s take a given case. Your investigators in the field have come 
across the evidence of theft of some of this grain, and you have dis- 
covered that Mr. X has been guilty of stealing the grain or converting 
it to his own private use and profit. 

As I understand it, you then request action through the Depart- 
ment of Justice. Is that correct? I am not quite sure. 

Mr. Warren. Mr. Weitzel. 

The CHamman. Give your full name. 

Mr. Werrzer. Frank H. Weitzel, Assistant to the Comptroller 
General. 

I would be glad to elaborate on that for the Senator. The action 
taken by the General Accounting Office in that case would depend on 
the action being taken by the Department or agency under audit. 

Senator Munpr. Would you take it up step by step. You have 
gone down to Dallas, Tex. You have gone into a grain storage that 
is supposed to have a million dollars’ worth of grain, and the place is 
empty, and you have discovered that Mr. X has converted that grain 
to his private use. 

Start from there and tell us what you would do. 

Mr. Werrze.. If we establish, Senator, the fact that Mr. X had 
converted the grain, we would undoubtedly report that immediately 
in any normal case to the local or regional office of the Department 
or the Corporation. If they knew about it, and had not been taking 
any action, and seemed indisposed to take action after it was called 
to their attention, we would feel perfectly free to report that our- 
selves to the Department of Justice for their consideration. 

However, the law requires us to place reliance on the internal 
controls of the departments and agencies which we are auditing. If 
we did not do that, it would require ten times as many auditors and 
investigators as we have in the General Accounting Office. Hence, 
we are always glad to find there is a strong internal audit or internal 
control, and in a case like that, at Dallas, we are required of necessity 
and by law, both in our corporation audit, under the Government 
Corporation Control Act, and in making our investigations, to rely 
on the reports of the departmental investigators themselves—the 
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Office of Audit in PMA, and the Office of Compliance and Investiga- 
tion in PMA. 

If we find that they are vigorously pursuing the cases of wrongdoing 
and that their reports are being promptly given effect, then we will 
watch that. But if we find a failure or a lack of sympathy with 
the departmental investigators on the part of the departmental ad- 
ministrators, we can go diretcly to the Department of Justice. But 
the normal procedure would be for the department itself to report the 
case to the Department of Justice for criminal action, especially 
‘alien. as in the Commodity Credit Corporation, subsection (k) of 
section 4 of their charter gives them authority to make final and con- 
clusive settlement and adjustment of any claims by or against the 
( ‘orporation, and subsection (c) of section 4— 

Senator Munpr. Mr. Chairman, we have trouble hearing down here. 

The Cuamman. Let’s have order. 

Mr. Werrzev. Subsection (c) of section 4 gives the Corporation 
authority to sue and be sued, and gives the District Courts of the 
United States exclusive original jurisdiction on all suits brought by or 
against the Corporation. 

Now normally they would pursue the case in an effort to recover 
what was due the Government and to determine whether criminal 
prosecution should be sought. If they are not doing their duty in 
that respect, then we would, and we do, refer the case to the Depart- 
ment of Justice, independently. However, we have no right in and 
of ourselves to sue or be sued in the courts. The Corporation has the 
right to sue in its own name. 

The Attorney General is the official lawyer for the United States 
in a criminal prosecution in the courts through his District Attorney. 
Does that answer our question, Senator ? 

Senator Munpr. In part, and rather well. 

Let me review, and you correct me if I am wrong, because I am 
trying to pin down how well the public interest is protected by the 
operations of your office. 

You find the shortage of Mr. X in Dallas, Tex.; the first thing you 
do is to report to the Department of Agriculture or the Commodity 
Credit Corporation. If they in turn report that to the Department 
of Justice, your responsibility ends, as I understand. If they do not, 
then you follow through and make that report to the Department of 
Justice vourself. Is that correct? 

Mr. Werrzex. That would be the normal procedure. There is one 
phase we ought to go into. In some instances, we have been unable to 
get the Compliance and Investigation reports of the Department of 
Agriculture. When we do not do that, we start to worry about 
whether they do have the proper internal controls. 

Then we have to broaden the scope of our own audits and investi- 
gation. When we find significant facts in the financial administration 
of the agency, then it is our duty under the law to bring that to the 
attention of Congress under the Budget and Accounting Act and 
other related legislation. 

Senator Munpr. You bring all cases to the attention of Congress; 
ell cases reported by you tothe Attorney General ? 

Mr. Werrze.. Not so far as I know. That would be a routine 
matter. 
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Senator Munpr. It seems to me it would be very helpful if, as an 
arm of Congress, you were to keep Congress informed on the cases 
you have to refer to the Department of Justice. Why isn’t that prac- 
tice followed ? 

Mr. Werrze.. We used to have that in our annual report, but we 
found that not much attention was being paid to that information. 
It took several pages. We used to have a list of names and amounts; 
in fact, criticism was directed at us because some of the cases which 
we reported were rather small in amount. We thought there was a 
matter of principle involved, and we reported, I will admit, some 
rather small cases to the Department. But that is the responsibility 
of the Department to pursue those. cases after they are sent over 
there by the General Accounting Office, and we would be glad to let 
the Congress know at any time what cases we are reporting. 

Senator Munpr. Then if a Member of Congress were to write you 
a letter and ask what cases have you reported to the Department of 
Justice, he would get that information ¢ 

Mr. Werrze.. I know of no reason why he should not, Senator. 

Mr. Warren. May I give you an instance of where we have 
reported ¢ 

Senator Munpr. Yes. 

Mr. Warren. For six consecutive years I sent reports to the Con- 
gress under the so-called Contract Settlement Act, dealing with the 
settlement of war contracts, their terminations. 

I have estimated upon our check—and we were completely excluded, 
as some of you may recall—frauds and overpayments in the settle- 
ment of World War II contracts would reach as high as a half a 
billion dollars. I reported to Congress every single case that we had 
sent to the Department of Justice where we suspected fraud. And 
that has always been one of the most discouraging things to us in 
the General Accounting Office—how that act has been permitted to 
remain on the statute books which allows a situation like that to 
meee We were excluded under the provisions of the act. 

might say, having been with you gentlemen in another House, I 
know the terrific pressures and all under the guise of war necessity. 
I know the terrific lobby and pressure that was put out for the passage 
of the Contract Settlement Act. 

Senator Ture. Mr. Warren, may I ask this question. Who was 
(lirectly responsible for failing to act after you had specifically laid 
the information before them? Is it the Attorney General ? 

Mr. Warren. No; I wouldn’t say that. There are fraud matters 
under that pending over there today, under the Contract Settlement 
Act. We were absolutely forbidden to collect overpayments under the 
law, or even search for them. But the fact is we did find these over- 
payments while searching out fraud, and although we couldn’t collect 
them back, we did report them to the departments. And some war 
contractors, when shown these overpayments, reimbursed the Gov- 
ernment, but only a few. And others, when we found overpayments 
and called them to their attention, said no; they said, it’s final and 
conclusive. Even if there was a mistake made, it was a clerical mis- 
take, we will not pay it back. 

Senator Munpr. And that loss as of now you think is still a half 


a billion dollars ? 
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Mr. Warren. We have conservatively estimated the loss to the 
Government under the Contract Settlement Act in frauds and over- 
payments to be approximately a half billion dollars. I sent six strong 
reports to the Congress on that subject. 

Senator Munpr. I would like to suggest to the chairman of my 
Expenditures Committee, who is here, maybe that is another job for 
us to undertake. 

Mr. Warren. That is ancient history. 

Senator Horry. It is water over the wheels. 

Mr. Warren. Every time we made a report, immediately five or six 

bills were introduced to repeal, and you never heard anything more. 

Senator Hory. It looks like it is the fault of Congress. 

Senator Ture. You mean is it the statute of limitation that bars 
any further action on the reclaim of that? 

Mr. Warren. No; because if a mistake was made, that was final 
and conclusive. Ifthe Government settlement officers made a mistake, 
a clerical error, that could never be challenged. But we ran across 
them. 

Senator Munpr. Why not? In my State they paid a farm equip- 
ment man $6,000 when it should have been $600. He tried to keep 
the $6,000, and the Department of Agriculture went out to recapture it. 

Mr. Warren. Senator, the law specifically stated that except in 
the case of fraud, there could be no recovery. 

We are going a little afield, but I have given you this information 
as just one illustration of what happens when administrative officers 
are authorized to make final and conclusive settlements of the Gov- 
ernment’s claims and accounts. 

The CuHarmman. That is what I thought, gentlemen. We can spend 
all day here on other matters. 

Senator Hotianp. Might I amplify one matter for the record here, 
which I think should come in appropriately now. 

The witness, Mr. Weitzel, made reference to the provisions of the 
charter of the Commodity Credit Corporation under which claims 
may be settled, and that is found in section 4, subsection (k) of the 
charter. I would like to have that incorporated in the record, at 
this time. 

The Cuarmman. Without objection, it is so ordered. 

(The matter referred to is as follows:) 

Section 4. General powers. The Corporation: 

(k) shall have authority to make final and conclusive settlement and adjust- 
ment of any claims by or against the Corporation or the accounts of its fiscal 


officers. 

Senator Hotianp. Is there any other provision in the charter, Mr. 
Weitzel, bearing on the right of the Corporation to make final and 
conclusive settlement and adjustment of claims by or against the 
Corporation ? 

Mr. Werrzev. There is a related provision, Senator, in subsection 
(c) of section 4, which gives the Corporation authority to sue and 
be sued. 

Senator Hottanp. We understand that. 

Mr. Werrzev. Those two are the main provisions, as far as I know 
at the moment. 

Senator Hotntanp. We understand that, but we are speaking now 
of settlement out of court of claims either for or against the Corpora- 











20 STORAGE AND PROCESSING ACTIVITIES OF CCC 


tion. Is there any other section except subsection (k) of section 4 of 
the charter provision which bears directly on that point ? 

Mr. Weirzen. I haven’t examined the entire charter this morning, 
and the Department might be able to advise you of a further provision. 
But that is the one that comes to my mind. 

Senator Hornanp. If there is any other that you find, I would like 
to ask leave that it be inserted. 

Mr. Werrzev. Gladly. 

The Cuarrman. Without objection, it will be inserted. 

(The information is as follows:) 

Exureit No. 3 

Subsection (c) of section 4 of the Commodity Credit Corporation charter makes 
the “Federal Tort Claims Act * * * applicable to the Corporation.” That 
act confers on each agency “head * * * or his designee” authority to settle 
tort claims for money only up to $1,000 in amount, and makes such settlements 
“final and conclusive on all officers of the Government” except for fraud, subject 
to a right given claimants only [not the Government] to sue in the United States 
district courts. 

Paragraph 182 (e) of Title 7 (fiscal regulations) of Department of Agriculture 
Administrative Regulations dated June 30, 1947 (amendment 46, dated January 
5, 1951) provides that “The Solicitor or the Associate Solicitor in Charge of 
Forestry and General Legal Services shall * * * adjust, determine, and 
settle claims made under the Federal Tort Claims Act * * *.” 

Senator Hottanp. Now to go to the bylaws. You remember, Mr. 
Weitzel, that the old bylaws had a very general provision allowing a 
very large number of field officers to settle claims for or against the 
Corporation, which was criticized by this committee about 2 years 
ago, or a little more, and was followed by the adoption of a new bylaw 
provision. 

As I understand it, that provision is now contained in section 24 
of the bylaws, and I would like to ask that that section be included in 
the record at this time, and I will read it. 

The Cuamman. Without objection, it is so ordered. 

Senator HoLt.anp (reading) : 

The directors of the branches of the Production and Marketing Administration 
and the directors of PMA Commodity offices shall be contracting officers and 
executives of the Corporation in general charge of the activities of the Corpora- 
tion carried out through their respective branches or offices. The responsibilities 
of such directors in carrying out activities of the Corporation, which shall 
include the authority to settle and adjust claims by and against the Corporation 
arising out of activities under their jurisdiction, shall be discharged in con- 
formity with these bylaws and applicable programs, policies, and procedures. 

Now, Mr. Weitzel, that is the provision of the bylaws under which 
normal settlement of claims for or against the Corporation is per- 
mitted to be made by officials in the field, is it not? 

Mr. Werrzer. You have the advantage over me there, Senator. I 
don’t have a copy of the bylaws before me, but it sounds reasonable 
to me. 

Senator Hotianp. Is there anyone who has been making this audit 
that has taken the trouble to see what legal authority there is of the 
Corporation by whom it can be exercised ¢ 

Mr. Werrzex. I think the point we are trying to make in the inves- 
tigation report is that the officials, including the official in charge of 
that office, did not take prompt action when things began to go bad, 
and even when his own inspectors in the first place came in and pointed 
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out to him that the grain in the warehouse was in bad condition, cor- 
rective action wasn’t taken, and other action was taken which per- 
mitted the warehousemen to take advantage of the fact that they had 
issued warehouse certificates, but didn’t have to have the grain. 

In other words, when a loading order was issued, they were allowed 
to go 3 or 4 months without a demand being made upon them 
that the loading order be complied with, and then were even permitted 
in one instance to hold the grain for another year without any checkup 
being made. 

Now it is the laxity and lack of follow-up and enforcement on the 
part of the local officials, as far as I know, that we are discussing in 
the report. 

I couldn’t attempt to assess the responsibility between the local 
officials and any other officials, because I do not know what internal 
action was taken in the Department. It could be that the local offi- 
cials called that to the attention of others, and that some responsibility 
was shared by them. We have made no such charge as far as I know. 

The Cuarrman. You are still speaking of officials in Dallas? 

Mr. Werrzev. In the Dallas office. 

Senator ANperson. You have made some charges. You just a mo- 
ment ago identified the individuals as being a Mr. White and Mr. 
Solomon without any hesitation whatever, and I was curious to know 
whether you had tracked down and found out whether Mr. White 
and Mr. Solomon had asked for help. 

Mr. Werrze.. Our Dallas people would have to answer that, Sena- 
tor. I would say this, if they did ask for help and didn’t receive it, 
then it would be a question of sharing that responsibility with others 
in the face of the known facts. 

Senator Hotianp. May I complete the point I was making? 

The Cuarmman. I wish to say that the reason the names of Mr. Solo- 
mon and Mr. White were mentioned, I think, Senator Anderson, is 
that you were the one who brought them up. 

Senator ANperson. I don’t think so. Somebody asked whom they 
referred to in connection with this paragraph, and he named the two 
people. 

The CHatrman. But you did mention, though Mr. Solomon and 
Mr. White as being the men who furnished the information in the 
letter of December 14. 

Senator Anperson. Right. 

The Cuarmman. Now the question I asked was who was in charge 
of the office and who was being critized in that paragraph that I read 
on page 8. 

Senator Anperson. That is right, and they have identified that 
person. 

The CrHamman. Yes. 

Mr. Hotitanp. Mr. Chairman, I have already asked that sec- 
tion 24 of the bylaws be incorporated in the record, and that has been 
done. I am going to ask the witness to search the bylaws for any other 
SS found therein bearing upon the delegation of authority 

vy the directors of the Corporation to the field officers to settle claims 
for or against the Corporation, and that other provisions if any also 
be included in the record. 

The Cuamman. Without objection, that will be done. 
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(The information is as follows :) 


Exnursitr No. 4 


In accordance with the request of the chairman, the bylaws of the Commodity 
Credit Corporation as amended April 10, 1951, have been searched. Section 24 
thereof contains the only provision in the bylaws “bearing on the delegation of 
authority by the directors of the Corporation to the field officers to settle claims 
for or against the Corporation.” 

There has been examined, also, Statement of Authority of Commodity Credit 
Corporation To Settle and Adjust Claims and Operations Under Such Authority, 
inserted by Mr. Trigg in the record of Hearing before the Senate Committee on 
Agriculture and Forestry on Nomination of Members of Board of Directors, 
Commodity Credit Corporation, February 3, 1950. The statement contains the 
following: 

“Pursuant to the authority in the charter act, paragraph 24 of the present 
Commodity Credit Corporation bylaws authorizes the directors of PMA branches 
and the directors of PMA commodity offices to settle and adjust claims by and 
against the Corporation in conformity with applicable programs, policies, and 
procedures. There has been no substantial change in the authority to settle 
and adjust claims as provided in the present bylaws and previous bylaws with the 
exception of adding directors of PMA commodity offices at the time program 
operations were decentralized. 

“The Board of Directors of Commodity Credit Corporation has laid down the 
policy to be carried out in the settlement and adjustment of claims by such 
directors which has been implemented by detailed instructions issued to and 
binding upon all offices handling claims. 

“Such Directors may designate claims officers subject to the approval of the 
Vice President of Commodity Credit Corporation, who is also Assistant Admin- 
istrator of PMA in charge of commodity operations. The authority of such 
claims officers is limited to settling claims, the face amount of which is $1,000 or 
less and with the approval of the Director where the face amount is $5,000 or 
less. Settlements of Claims in excess of $5,000 require the approval of the Vice 
President. * * * 

“Directors of PMA branches and PMA commodity offices may settle and adjust 
claims arising under contracts executed by themselves subject to the approval 
of the Vice President.” 

The words “Such Directors” in the first line of the third quoted paragraph may 
appear, at first glance, to refer to “Directors of Commodity Credit Corporation” 
in the preceding paragraph. However, the words “the Directors” as used in the 
fifth line indicate that the PMA branch or commodity office directors—not the 
Board of Directors of the Corporation—are the ones who “designate claims 
officers” (line 1) and give “approval” of settlements by the claims officers up to 
$5,000 (line 5). 

In view of the foregoing, the General Accounting Office is unable to state 
whether any restriction on the number of field officers settling claims has resulted 
from changes in the bylaws or from administrative actions. 


Senator Horttanp. I would like the record to show at this time that 
the bylaws, as amended in 1949, very greatly limited and restricted 
the number of field officers who theretofore had been permitted to 
make adjustment of claims by or against the Corporation, and that 
that effort followed criticism by this committee upon this very point. 

Senator Taye. Mr. Chairman. 

The Cuarrman. Any further questions to be asked of Mr. Warren? 

Senator Ture. I have one question which I would like to follow up. 

Mr. Weitzel said that the Dallas representatives were the only ones 
who could answer the question as to whether the Department had 
any responsibilities concerning the report to the Department. 

Have you the Dallas representatives here, Mr. Weitzel, who could 
answer that question ? 

Mr. Werrzev. If it can be answered by them, Mr. Grimes and Mr, 
Harms are both here from our Dallas office. 
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Senator Ture. I think it would be well, Mr. Chairman, if we tied 
that up right here as to whether there had been a report. 

Senator ArkEN. May I say this—— 

Senator Ture. Could I have an answer to that? 

Senator Arken. If we are going to have an explanation on that 
report from Mr. Ellis, should not that precede the questioning of the 
Dallas representatives ¢ 

The CuHarrMan. Yes. 

Senator A1ken. I want to question the Dallas representatives, too. 

The CuHarMan. We expect to call them in a minute, Senator, and 
that question could be asked. 

Senator Ture. All right, sir; then I will withhold my question. 

The CuatrmMan. Senator Kem. 

Senator Kem. I would like to ask Mr. Warren two or three questions. 

Mr. Warren, in setting up this investigation, it may be of interest 
to the committee to know the size of the case, just how much is 
involved. 

Now I notice in the summary of your report you say a conservative 
estimate of grain losses from the area covered by the Dallas Com- 
modity office would be $3,800,000. 

Mr. Warren. Yes. 

Senator Kem. Senator Anderson, who doesn’t use language loosely, 
has estimated that the losses in this program through conversion of 
grain and mismanagement may amount to as much as $100,000,000. 

Senator ANperson. I had plenty of calls last night about that. 
What we did, we were discussing the necessity of investigation, and I 
said I had a report from a fellow who was in the grain trade who 
thought it might reach $100,000,000. It was not my estimate. I have 
no knowledge. 

Senator Kem. I see. You mentioned that figure. 

Senator ANpeRson. Yes. 

Senator Kem. Now, Mr. Warren, could you give the committee an 
estimate of the amount of possible losses involved that might be of 
some value in organizing this investigation ? 

Mr. WARREN. No. Senator, I really could not, because we are moving 
into other areas, and I can only say that the committee will be kept 
fully informed of anything that we find. I could not give any esti- 
mate because we have not been there. We are on some now, but have 
not completed them. 

Senator Kem. The only estimate then that you can give is the 
statement that I have read, that the losses in the area covered by the 
Dallas Commodity office would be $3,800,000? 

Mr. Warren. Covered by these cases. 

Senator Kem. Yes. 

Mr. Warren. There may be others. 

Senator Kem. May be others in the same area? 

Mr. Warren. In the same area. 

Senator Kem. There is a very considerable sum of money involved 
then? 7 

Mr. Warren. Well, I consider 

Senator Kem. It’s not hay. 





Mr. Warren. This a very considerable amount. That is the reason 
I reported it. 
Senator Kem. Yes. 
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Now, Mr. Warren, you have seen a letter from Secretary Brannan 
to Chairman Ellender, dated January 14, 1952, have you not? 

Mr. Warren. Yes. 

Senator Kem. In that letter the Secretary says, “The actual excuse 
for circulating”—I think the “them” is copies of your report—“them, 
however, was that the political season has induced my opponents to 
launch an all-out attack on the grain-storage program.” 

Do you know of any opponents of the Secretary in your office? 

Mr. Warren. Of course there is none. There is not any in our 
office. I was hoping that that was not referring to us. But so many 
Members of Congress called me up about it that I decided yesterday 
to send a copy of this report to every Member of Congress. 

Senator Kem. Do you know who the so-called opponents referred 
to are? 

Mr, Warren. No; I donot. All that I can say is that it certainly 
does not apply to the General Accounting Office. We are strictly 
nonpolitical and nonpartisan as any agency can be, and if we are not, 
then we ought to be abolished. 

Senator Kem. This report of yours is completely factual, is it not? 

Mr. Warren. I think so, Senator. I think it is factual and objective. 

Senator Kem. The statements made have not been actuated by any 
political considerations then ? 

Mr. Warren. Never have we been actuated by that during my in- 
cumbency, at least. 

Senator Kem. Have you known of similar statements having been 
made by the Secretary when irregularities in the Department of 
Agriculture were disclosed ¢ 

Mr. Warren. No; I couldn’t say astothat. I don’t know. 

Senator Kem. You don’t recall on at least one previous occasion 
when irregularities were disclosed that the same charge was made by 
the Secretary ¢ 

Mr. Warren. No; I don’t recall that. 

The Cuarrman. Any further questions of Mr. Warren? 

Senator Anperson. I do want him to put in the record the copies of 
the statement by these responsible officials here referred to on page 8, 
who said, “everything is all right.” I can’t help but feel that a lot of 
the trouble in the Dallas office was due to the fact that there is a lack 
and shortage of manpower all over the United States; that the Dallas 
office couldn’t get help from other sections of the Department because 
the men were not available to go down and check every warehouse in 
the United States; that they had only two people down there in total, 
and they couldn’t check all the warehouses once in 10 weeks, if they 
wanted to; and that the only solution we have is when we do find some- 
body who does a dishonest thing that we should prosecute him. But 
you can’t do it by regular inspection, individual by individual. 

I think if there were a statement made by these two officials who have 
now been named, and they put out these statements that everything was 
all right when no action was necessary, we ought to have copies of the 
statements for the record. 

The CuatrmMan. Have you any such statements, Mr, Ellis? 

Mr. Ex.is. Statements were made to us. They were orally made to 
us. 

The Cuairman. By whom? 
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Mr. Exuis. Mr. Solomon and Mr. White. Is that right? 

Mr. Grimes. Yes. 

Senator Anprerson. They made an oral statement that there was no 
shortage of grain? 

Mr. Grimes. Yes. 

Senator Kem. The language here was these officials continued to 
issue statements. ° 

Senator ANnperson. That is no verbal statement. Let’s get the 
issued statements. Do you have copies of those issued statements ? 

Mr. Grimes. We don’t have those. 

Senator Anprerson. Then the statement here that they issued state- 
ments is not true; is that correct ¢ 

Mr. Grimes. They issued verbal statements—they made—— 

Senator Anperson. Is that an issuance of a statement? 

Mr. Grimes. Well, that is the way I understand it. 

Senator Anperson. Do you regard a conversation as being the issu- 
ance of a statement that everything was all right? 

Mr. Grimes. That is right. 

Senator Anprerson. Isn’t that a rather unusual interpretation ? 

Mr. Exuis. Could I break in, Senator? Those were, I might say, 
official conversations, and in reply to our direct question of what was 
their estimate of the situation and what they were trying to do about 
it, their official statement and reply was all is well and no action 
required. 

Senator Kem. When a statement is issued, it is made public, is it 
not? Was this a public statement made in Dallas in the presence 
of other people ¢ 

Mr. Ex.is. No; not as far as I know. How many others it may 
have been said to, I don’t know. 

Senator Kem. When you issue a statement, you make a statement 
to at least a group of people. 

Senator Anperson. That is right. 

Mr. Weirze.. Mr. Chairman, might I interpose a minute? Rather 
than get into a discussion as to the meaning of the term “issued,” 
could we agree that perhaps we should have said the statements were 
made. But the point is that the statements were calculated to cause 
our investigators to feel that everything was all right and that no 
action needed to be taken. That is the real point, and I wouldn't 
like to get off into a discussion on the other point. I would yield 
the point. 

The Cuarrman. Now, Mr. Warren, I just want to ask you one 
question prompted by a question asked by Senator Kem. 

You say that the potential loss is $3,800,000 as to the cases you 
investigated ? 

Mr. Warren. That is our estimate, yes. 

The Cuarrman. Do you know whether or not any of that money 
has been recovered by the Department.? 

Mr. Werrzex. Mr. Ellis has a more current figure which may be 
about the same. I would like to point out that this is not a loss, it is 
a potential loss, it is a shortage. The actual amount of loss will de- 
pend on what can be recovered from the warehousemen, bondsmen, 
and others. To keep the record straight, I think we ought to make 
that specific statement. 
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Senator Arxen. That is your conservative estimate of the amount 
of Government-owned commodities that were sold by those who were 
being paid to store them safely ? 

Mr. Werrzex.. That are short and cannot be delivered. In a num- 
ber of cases it has not yet been determined whether the shortage is a 
conversion. 

Senator Arken. Just one other question on that point in regard 
to the Meekins case. When the recovery was made on that, was the 
amount recovered the amount at which the grain was valued when 
it was tot in storage or the amount it could have been sold for had 
it been kept and shipped in accordance with instructions of the Com- 
modity Credit Corporation some months later? 

Mr. Exits. Senator, I would like to answer that, if I could. As of 
yesterday there had been no recoveries, no recoveries as of yesterday. 
The amount of $3,800,000 is listed exactly as is our understanding of 
the departmental estimate. This is what is supposed to be the shorta 
in warehouses. That does not necessarily imply loss. But it probably 
indicates loss which will never be known until all of the grain in these 
warehouses is finally loaded out and the amount is finally determined. 
It is the difference between the quantity in the warehouse and the total 
quantity for which the warehouseman is accountable by his warehouse 
receipts. 

Therefore, it includes very likely a small amount due the general 
public depositors in warehouses. By far the greater part is due the 
Government, but it is possible that some of that will be recovered. 
How much, we cannot say. 

Senator Arcen. Do I understand that the Commodity Credit Cor- 
poration can accept, we will say, a million or two million dollars in 
full settlement for the $3,800,000 shortage under the law ? 

Mr. Exits. That would be my understanding; yes. 

Senator Arken. That is correct? 

Mr. Euuts. Yes. 

Senator Arken. And I am still considerably perturbed as to whether 
acceptance by the Commodity Credit Corporation of part of the 
amount which has been improperly taken and sold might absolve the 
criminal, you might as well call them, might absolve those who took 
this illegal action of any criminal action. 

Mr. Exuts. I refer to Mr. Warren’s answer. Of course, technically, 
the settlement of civil obligations has theoretically no reflection what- 
ever on the criminal liability. But we have to be practical. 

You know in the courts how difficult it would be, and is, to get a 
criminal conviction after there has been a civil settlement. As a prac- 
tical matter, it is difficult to get. 

Senator Arken. Did not the regional attorney for PMA tell your 
investigators that he thought two or three criminal actions would put 
a stop to this stealing? 

Mr. Exuts. Yes; he thinks so. 

Senator Arken. But no criminal action has been taken ? 

Mr. Exuis. Some; very recently. One I read of in the paper. 

Senator Arken. This morning’s paper? That is very recently. 

Senator Jonnstron. Does your report include all the warehouses in 
the Dallas area ? 

Mr. Etsis. The report undertakes to list the Department’s records, 
in which there are known or suspected losses or shortages. 
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Senator Jounston. It does not include all warehouses in the Dallas 
area ¢ 

Mr. Exu1s. No. 

Senator Arken. You still have no authority to go from warehouse 
to warehouse yourself to ascertain the amount that is stored there, 
have you? 

Mr. Exuts. I think we have authority to go there. We have no 
authority to demand entrance into the records, if the warehouse turns 
us down. 

The CuarrMan. That is because it is privately owned ? 

Mr. Extts. Yes. 

Senator Arxen. I thought you had to accept the data and in- 
formation furnished by the Commodity Credit Corporation itself. 

Mr. Ex.is. We don’t have to. As a practical matter, we want to 
wherever we can. After all, we are auditing the Department. We 
are trying to report to the Congress what the Department is doing; 
what their audit does is a very major and important part. We rely 
in the first instance on their records to report what they themselves 
know. 

Senator Arken. Did you find in your investigation after these 
people had sold the Government grain and emptied the warehouses 
they still continued to collect storage for the grain which was not 
there ¢ 

Mr. Ettis. Yes; in quite a number. 

Senator ArkeN. That would be almost adding insult to injury. 

The CuatrMan. I presume the Government could proceed against 
such people, could they not, for obtaining money on false pretenses, if 
nothing else ? 

Mr. Extis. Yes. In my estimation, they could collect under what 
is known as the count for money had and received, but not if there 
has been a settlement and adjustment under the law of accord and 
satisfaction. 

The CuatrMan. These are potential losses of $3,800,000? 

Mr. Etuis. Yes. 

The CHarrman. It is possible that the Department may collect all 
of that, is it not? 

Mr. Exits. No; I wouldn’t agree it is possible. 

The CHarrMan. I say it is possible it could be. 

Mr. Extis. I would not agree anything was possible when I know 
it is not going to happen. Some part of it will be collected. 

The CHatrman. Do you know whether or not any of this was 
bonded ? 

Mr. Etxis. Some was bonded, but the bonds were in very small 
amounts. In some cases only 10 percent of the amount of the 
shortage. 

The CuHarrman. Do you know whether or not other people who 
stored wheat in the same facility that the Government did would 
sustain losses along the same line, maybe not in that amount, but in 
the same way the Government would probably do? 

Mr. Exits. We assume so; yes. 

The CHatrman. So that this was a private warehouseman storing 
grain not only for the Federal Government but for other grain 
owners ? 
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Mr. Exu1s. I emphasized that we have not undertaken to check into 
the hundred-odd thousand warehouses which Commodity Credit oper- 
ates for its own account. What we refer to are the ten to 14,000 of 
warehouses privately owned in which Commodity Credit stores wheat 
the same as anybody else. 

The Cuarrman. If there are no further questions of Mr. Warren 

Senator Kem. I have a question of Mr. Warren. 

The Cuarrman. All right. 

Senator Kem. I forgot to ask you, Mr. Warren, another question 
about this letter from Secretary Brannon to Chairman Ellender. 

In the second paragraph he says, “This is to inform you that all 
the material in yesterday's articles is at least 2 weeks old.” 

What is the significance of that? Do you have some 2-week statute 
of limitation there that you cannot refer to anything after you have 
known it for 2 weeks? 

Mr. Warren. No, Senator. I think probably this is the most cur- 
rent report made in the history of the General Accounting Office. 

Senator Kem. What is that? 

Mr. Warren. I think probably this is the most current report 
made in the history of the General Accounting Office. We bring it 
down to January 2, and you had it on the 11th of January. 

Senator Kem. You don’t hesitate to use information that you have 
had for 2 weeks, do you? 

Mr. Warren. (No response.) 

Senator Kem. What is the significance of that statement? What 
interpretation do you put on it? 

Mr. Warren. I would rather let it speak for itself. 1 don’t know. 

Senator Munpr. Mr. Chairman, I have a question. 

The Cuarrman. I have another question I would like to ask of you 
with reference to recovery by the Government. Is it a fact that the 
Government has priority over other people who store grain in these 
privately owned warehouses? 

Mr. Exits. Are you talking about the cases where the warehouse- 
keeper goes bankrupt ? 

The CuarrmMan. Yes. 

Mr. Exuis. That will be a good case, a rough one, because under 
the law if it is a case of the United States as the creditor 

The Cuatrrman. That is what I had in mind. 

Mr. Exits. It has priority. But as a Government corporation, 
under the doctrine in the Sloan Shipyard case, they do not. Mr. 
Hunter is here from the Department and maybe can give you 

The Cuarrmman, I can to complete the record to show there may 
be a possibility of quite a large recovery from the $3,800,000 potential 
losses. That is all I had in mind. 

Mr. Exxts. I am not ready to agree there will be a large recovery. 
There may be some recovery. 

Senator Arken. There is no way of ascertaining whether a storage 
elevator that was part full, whether the Government grain was im- 
properly sold and converted or grain that might have been stored there 
by farmers was improperly sold and converted ? 

Mr. Etxis. You understand in the vast majority of cases all the 
grain in there is Commodity Credit grain. They are the biggest 
operator and take over whole warehouses. In many of them there 
are cases where one, two, or a dozen private owners hold warehouse 
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receipts. Asa matter of fact, we have no way of knowing how many 
warehouse receipts are outstanding. An unscrupulous operator 
can issue 50 wadiitoiied receipts and may have only a thousand bushels 
to back them up. 

Senator Munpt. Mr. Chairman, I was a little bit amazed at the 
point Senator Aiken brought out—that a man could sell or steal a 
million dollars from the Commodity Credit and settle for a hundred 
thousand and wipe out the possibility of criminal prosecution. 

I would like to know what investigation has disclosed the practice 
has been in the past. Has the Commodity Credit Corporation been 
taking settlements or engaging in criminal prosecution ? 

Mr. Ets. I wouldn’t be in a position to answer that. 

Senator ANperson. What happened in the Meekins case? It is now 
a year old and Meekins voluntarily came in and testified he was short 
a lot of money. What happened in that case? That is in the Dallas 
area and must have been investigated. 

Mr. Exuis. The regional attorney now thinks legal action necessary 
to collect the remaining overpayments. 

Senator Anperson. Never mind about the remaining overpayments. 
What happened about the man who came in voluntarily to the Com- 
modity Credit office and said he was short? That was nearly a year 
ago. 

Mr. Exits. I don’t think I can answer that, unless the Dallas people 
can. 

Mr. Harms. Where did you hear he came in voluntarily? I don’t 
understand he came in voluntarily. I understand that one of his 
ex-employees came to Harry Solomon, who referred him to the Com- 
pliance and Investigation Department of PMA, and informed them 
that Meekins was short. 

Senator Anperson. Did Meekins then come on in and discuss the 
matter ¢ 

Mr. Harms. The Compliance and Investigation Division went to 
Meekins, and he immediately—— 

Senator Anperson. Did they go to Meekins, or did Meekins go to 
them ¢ 

Mr. Harms. My information is that they went to Meekins. 

Senator Anperson. Did he come in voluntarily to PMA’s office? 

Mr. Harms. Yes, sir. 

Senator ANperson. Then he did come in voluntarily ? 

Mr. Harms. We called upon him to do so. 

Senator Anperson. Was there: any official subpena for him to 
come in? 

Mr. Harms. No, sir. 

Senator Anperson. Then he did come in voluntarily, did he not? 

Mr. Harms. Yes. 

Senator Anperson. Then why do you question my statement that 
he came in voluntarily ? 

Mr. Harms. I thought your statement was that he came in and told 
about his loss. 

Senator Anperson. Didn’t he? 

Mr. Harms. They knew 

Senator Anperson. Didn’t he? Would you answer that? Didn't 
he? 

Mr. Harms. Yes. 
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Senator ANperson. All right. 

Senator Munpr. On the same point, who is this, Mr. Chairman? 
They jump up all over and we don’t know who they are. 

r. Exxis. He is Mr. Harms of the Dallas office of investigation of 
the GAO. 

Senator Munpr. Has criminal prosecution been started against this 
fellow then? I think I read something saying that after some years 
elapsed the Attorney General now thinks he might have to start it. 

Senator Anperson. No, no criminal prosecution. They started to 
collect the money. 

Senator Munpr. No legal action? 

Mr. Exuts. No. 

Senator Kem. The storage loss in dollars is estimated at $3,800,000. 
That is the Dallas area. Have there been any criminal prosecutions 
in the Dallas area? 

Mr. Extts. No. 

Senator Munor. Have there been any anywhere else that you know 
of? 

Mr. Ex.is. To my knowledge, no. 

Senator Munor. Mr. Chairman, I suggest that at this point in the 
record our investigation should include why those criminal prose- 
cutions are not started. It seems to me that is the sorriest kind of 
gross negligence, to let that thing run on and on and not take some 
action. This is exploratory to what we should be investigating, and 
I think that that is one point. 

The Cuarrman. I presume that our investigation will bring that 
out, but it strikes me that in order to be able to determine theft, it 
might be necessary to find out when it was stolen, where it was stolen, 
and the amount before you can get prosecution. Audits are neces- 
sary in order to bring that out. Whether it is being done now or 
not, I don’t know, but I presume it will be done. 

Senator Tuyr. Mr. Chairman, I think it will require also a further 
investigation to determine why a warehouse was approved. Did 
they have a historical background? Were they a legitimate standing 
corporation in the warehousing business prior to the time they ob- 
tained this contract ? 

The Cuarrman. Yes. 

‘Senator Ture. I think the investigation has got to go back to 
determine whether there was any negligence in issuing a contract or 
accepting this warehouse as a qualified warehouse for storage pur- 

oses. 

The Cuarrman. Surely you have a good example of that 

Senator Ture. If you have no background of the individual and 
you permit the individual many thousands of bushels of grain under 
storage, why, the question is this: Were they negligent in ascertain- 
ing that this was a reputable concern that they were going to store 
this grain with? Those are questions that must be answered. 

The Carman. Surely. <A specific case of that would be spoilage 
loss in the grain storage at Arkadelphia, Ark. It shows there that 
the warehouseman had an investment of about $5,000 and took quite 
a bit of grain out. 

Senator Kem. Stored in an old flour and feed mill. 

Senator Ture. I know very well that an individual farmer who 
wishes to store a thousand or two thousand bushels of grain cannot 
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have his storage and cannot obtain the loan until the inspector has 
examined the grain and has examined the storage facilities where this 
grain is going to be housed. 

The Cuarmman. Yes. 

Senator Ture. And only then is he granted a Joan. 

Now have they been negligent in determining whether a ware- 
houseman is qualified to store grain, because they are not negligent 
when they come to investigating the individual farmer. 

The Cuarrman. Under the resolution as I expect to present it to 
the committee later on, I believe that the scope of the investigation 
would take that in. 

Senator Ture. It must take it in. 

The CHarmman. Surely. 

Senator Tuysr. That is the only way we can have the answer. 

Senator Kem. And find out if it makes any difference if you know 
the right people. 

The Cuamman. Does the committee desire to go into any particular 
cases now ¢ 

Senator Arxen. Is Mr. Ellis going to give us a general resume of 
his report ¢ 

The Cuarrman. That is what I thought. 

Any further questions of Mr. Warren? 

If not, Mr. Ellis, proceed, sir. 

Mr. Ex.is. I thought for the benefit of the committee and espe- 
cially those members who may not have had an opportunity to read 
it, I would try to summarize the highlights from the summary in 
front of the report, and then the Dallas staff are here and ready to 
answer any questions the committee may have. 

There are two entirely different types of possible losses involved. 
One is the loss that pertains to the spoilage of the wheat. The other 
is the loss that pertains to conversion because the grain has been sold. 

Now on the spoilage, while we have information of a small number 
of such cases, we have thoroughly investigated only one, and that is 
what is reported on from page 1 to page 4. That is one of the cases I 
think perhaps Senator Thye may have been referring to, the type of 
case where the Corporation dealt with some people who were not 
experienced in business and not well established. They overloaded 
the facility, they put in more than good business practice would have 
permitted, and there was a considerable loss by spoilage. 

There is also a certain element of criticism in the failure of the 
local Commodity office to act by way of a shipping out order with 
reasonable promptness, even after they found what the situation 
was. 

There was an inspection, but the inspector’s report was not acted 
upon promptly by the local people. 

Now I want to comment carefully on that inspection procedure. 

Senator Anderson mentioned that especially. They have inspectors, 
but their duty until very recently, until the last few months, was 
limited to checking the quality of the grain and not the quantity. 
They are not equipped with a yardstick or whatever it takes to climb 
up and see how much grain is in the warehouse. They are well 
equipped to discover whether the grain has been turned enough or 
there is weevil damage, or something of that type. 











32 STORAGE AND PROCESSING ACTIVITIES OF CCC 


The major point of criticism, I should say, in the latter half of the 
report is the lack of adequate inspection merely to see whether the 
shortages exist or not. 

Now that concludes the situation with respect to spoilage—the one 
case at Arkadelphia involving the Southern Grain & Storage Co. 
The loss there is indicated as a gross loss of possibly $147,000, as to 
which we will credit the sum of $60,000 which it can be hoped will 
be recovered from the bonding company. But there is no assurance 
that that will be done and no assurance that the bonding company 
is absolutely liable, and no assurance it would be paid. 

After all, what you are doing is trading wheat for lawsuits. Aside 
from that, there were certain storage charges paid, when two or 
three payments of some thousands of dollars were paid at the time 
the company already owed 

Senator Kem. Who fixes the amount of these bonds, Mr. Ellis? 

Mr. Exuis. There is a formula which is rather customary, I under- 
stand, in the trade—5 cents per bushel of capacity. And in this case 
I think they add 10 cents per bushel for the lack of capital or standing 
in the trade. It is, as I understand it, a trade custom. 

Senator Kem. That would be 15 cents a bushel ? 

Mr. Exuis. Yes. 

Senator Kem. Then if the grain is lost, the bond would be totally 
inadequate; is that right? 

Mr. Exx1s. That is shown here even on the bond of $60,000. 

I want to comment on this problem of storage. Let us recall that 
muc. of this went into storage in 1950, and some, I think, in 1949. 
Let’s recall the Department had a tremendous situation. They had 
far more goods in storage, from what I understand, than there was 
space to put them. And it may quite possibly be shown on behalf of 
the Department—and I hope the committee will give them every 
opportunity—it may peuinay be shown on behalf of the Depart- 
ment they were literally forced by the tremendous inventory on hand 
to deal with warehousemen they would rather not deal with. 

Senator Arken. Don’t you report there that the State and local 
PMA committees were not consulted ? 

Mr. Exxts. That is true in the Arkadelphia case. Nobody checked 
even with the county PMA office to see if it was a storage company of 
standing, nobody checked to see if it did have unloading equipment 
they claimed to have, and the pneumatic cooling system drier which 
they claimed to have. 

Senator Kem. Who made this Arkadelphia contract on behalf of 
the Commodity Credit Corporation ? 

Mr. Exxis. Can you answer that, Mr. Grimes or Mr. Harms? Who 
was it that made it? 

Mr. Harms. John Bramlett, contracting officer, PMA office, Dallas, 
Texas. 

Senator Kem. Is he still in your office, Mr. Ellis? 

Mr. Exits. He is not in our employ. 

Senator Kem. Still in the Commodity Credit Corporation ? 

Mr. Harms. Yes. 

Senator Kem. In the same capacity ? 

Mr. Harms. I do not think so. I think he has been changed. 

Senator Anperson. What? 

Mr. Harms. I do not know. 
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Senator Kem. Has he been promoted ? 

Mr. Harms. I think he has been promoted. 

Senator Anperson. That is right. 

The Cuatrman. Do you know who his boss was? 

Senator Kem. At any rate, he will be available as a witness at this 
hearing, will he ¢ 

Mr. Harms. That is right. 

Senator Kem. There is nothing the matter with his health, is there ¢ 

The Cuarman. Do you know who his immediate superior was at 
that time! 

Mr. Harms. No, sir; I don’t. 

The Cuarrman. Where did he work, out of what office did he work ? 

Mr. Harms. Dallas PMA commodity office. 

The CuarrmMan. When was that contract entered into? Do you 
know the date ¢ 

Mr. Exuuts. That date appears—April 7, 1950. 

Senator Arken. That was, they set up for business on March 3, and 
got this contract on April 74 
~ Mr. Exuis. That is when they started, yes. 

Senator A1rKEN. That is about 35 days after they incorporated un- 
der the laws of the State of Arkansas; they had this contract. 

The Cuarrman. Do you know when the spoilage started? Was it 
soon after they moved the grain in, or just why did the grain spoil 

Mr. Exits. Because they had too much. They overloaded the bins. 

The CHarrMan. I see. 

Mr. Etuis. They didn't leave 10 percent freedom for turning. 

Senator Arken. But they did not have any grain shipped in for 
some months after they got the contract for storing it, did they / 

Mr. Exsts. It was in July that the first grain went in, the first 
carload arrived on July 12. 

Senator Arken. Yes. 

The Cuarrman. Then whose negligence would you say caused the 
filling of the bins without allowing 10 percent freedom for turning ? 

Mr. Extis. That must have involved everybody, because they knew 
in the office the capacity. The application showed a capacity of 
125,000 bushels, and the quantity sent was considerably more, a total 
of 142,000. 

Senator ArkEN. One hundred seventy-nine thousand one hundred 
and twenty-two it what is gives on page 2 under “findings.” 

Mr. Ennis. Yes. 

Senator AIKEN (reading) : “Shipped 179,122 bushels.” 

Mr. Ex.is. There were two sections. There is a difference in the 
two figures; 142,000 bushels were stored right in the elevator section 
alone, which was the part for which they claimed to have a capacity 
of 125,000, for the elevator section. 

The Cuarrman. So they had 17,000 bushels in excess of capacity ? 

Mr. Exits. Really a little more than that. You wouldn’t load 
142,000 in the elevator section, because you should save maybe 10 
percent. : 

Senator Tuyr. A farmer is supposed to have one empty bin by 
which he can rotate the grain from the full bins in order to give air 
and the necessary ventilation and check weevils. 

Mr. Exuis. That is right. 
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Senator Ture. In this case they filled the structure full and heaped 
the bins up so they had no way of turning the grain from one bin to 
the next. Then they went out into what you described as a sacking 
structure supposed to be used for storing sacks and contrived a bin 
= there with no means of moving it from that area. They had no 
elevator in there at all. They just filled it up deadweight in a dead 
capacity and had no way of taking it out. 

n other words, any man who had any supervision over the storage 
facilities either didn’t inspect it or he was absolutely not concerned 
with the type of storage that this grain was in, because he evidently 
made no report on it until the grain was infested with the weevil and 
it had gone into a temperature and was destroying itself. And then 
even after they found that, according to the report, they did not 
follow up to make certain that immediate unloading of that elevator 
structure took place. 

Mr. Exuts. That is right. 

Senator Ture. In other words, it dragged along until they had a 
terrific deterioration through the grain weevil and the destruction that 
follows grain weevil infestation. 

That is the way I read the report, and, of course, there is where the 
Department was negligent in not following up on their inspector’s 
gs he 


fr. Eviis. Yes. 
Senator Arken. Do you know, Mr. Ellis, whether or not Mr. Tipps 


had any other kind of contracts for the Commodity Credit Corpora- 
tion? 

Mr. Ex.x1s. Do you happen to know, Mr. Harms? 

Mr. Harms. No. 

Senator Arxen. He had no contracts for supplying machinery or 
anything of that nature? 

Mr. Exuis. He was in that business. 

Do you know if he sold any of his elevator machinery to the Com- 
modity Credit? 

Mr. Harms. I don’t know that. 

Senator Arken. I do not know that that pertains directly, anyway, 
but that is what his business was and he never had stored grain. 

The Cuarrman. You may proceed, Mr. Ellis. 

Mr. Exuis. I want to go on now and finish. I know the committee 
is ina hurry. I want to talk about the question of shortages. 

That illustrates why I have to keep my tongue in my cheek about 
the matter of recovery. This is a company with only $5,000 capitali- 
zation, and they have got a bond of $60,000, with even possibly legal 
difficulties of collecting on the bond. It is true you have a right of 
action, but they don’t get the right of action necessarily. 

Senator Kem. What are those legal difficulties in general? 

Mr. Extas. I am not enough aware to discuss it. I would rather 
refer it to Mr. Hunter, the Solicitor. I understand that question has 


been raised. in" 
Senator Kem. Is that a question as to the validity of the bond or 


the sufficiency of the sureties? 

Mr. Exuis. I would not want to state. I am not sure enough to 
state. 
Mr. Werrzet. A question could be raised, Senator, as to whether 
the Department had knowingly overstored wheat in the warehouse, 
thereby causing the loss and destruction. 
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Senator Kem. Is that defense being made? 

Mr. Werrzext. I wouldn’t know, but that certainly would be a pos- 
sible defense. 

Senator Kem. It had been done, had it, knowingly overstored ? 

Mr. Werrzev. The facts speak for themselves. ‘There were 35,000 
bushels more than the turning capacity of the warehouse. 

Mr. Exuis. If I may turn to the subject of conversions and short- 
ages, which is quite different now from the spoilage proposition, as 
we have mentioned, this is an excerpt, in fact, it was taken from the de- 
partmental records, some as late as December 21, some as late as 
January 2. 

I am now in a position to supplement the record by certain other 
records of the Dallas office which were taken yesterday as of 11 o’clock 
in the morning, which will show that the presumed or possible losses 
resulting from the estimated shortages will be about the same amount 
or possibly more, rather than less. 

The Cuarrman. How much more? 

Mr. Exuis. Some of it—it is only a guess—let us say possibly it is 
going to be somewhat more. The point is that the tort feasor, the 
technical term for a warehouseman who converts the Government’s 
grain, will probably be held liable for the highest price that the grain 
‘reached, as I understand it from my legal friends from the Depart- 
ment. They are here and are much more expert in this than I am, of 
course. And variance in price has indicated it may increase the 
amount somewhat. 

The Cuarmman. Does that pertain to other warehouses or only those 
you have included in this report ? 

Mr. Exits. No, it is the same situation. 

The Cuarrman. In other words, it does not take in any other ware- 
houses but those that 

Mr. Exuis. It is the same. In other words, as of yesterday morning 
at 11 o’clock we brought up to date the list which the departmental 
people furnished us in December. 

The CHarrman. Yes. 

Mr. Exxis. That is what I am suggesting. 

Now the situations are shown pretty fully in the report. I don’t 
know what more I need to do. However, I want to point out we are 
emphasizing that there was a considerable delay between the time 
that the departmental people must have known or should have known 
there was a pretty serious situation—and they failed to do something, 
failed to do enough about it. In general, it must have been known a 
year ago, certainly by last April. 

Some cases they knew of as early as a year ago last October, and it 
wasn’t until the summer that they started making a real program of 
quantity checks, and the cases going to the courts and receiverships 
are noted in the last page or two of the report. 

One case went into receivership on November 16, another December 
21. Others are now in process. As far as I know, the cases that have 
gone to the regional attorney have been actea on. Our difficulty is 
getting them prepared and getting them to the regional attorney 
down there. 

Senator Kem. Those are civil cases? 

Mr. Enis. Yes. 

Senator Kem. Now about the criminal cases? 
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Mr. Etxis. I am not in just a position to report on the situation 
about criminal cases. 

Senator ArkEN. You have reported in the case of Henderson Grain 
& Storage Co. 

Mr. Exuis. That is right. 

Senator Argken. That the matter was referred to the United States 
district attorney for criminal action. 

Mr. Euxis. Yes. 

Senator Arken. And the Plains Grain & Storage Co., too. 

Senator Kem. It does not say referred; it says they are conducting 
an investigation with the intention of referring the case to the United 
States district attorney. It does not say reference has been made. 

Mr. Etuis. That is right. 

Senator Arken. Do you know whether any of these cases for crimi- 
nal action were referred to the United States district attorney before 
or after you studied your investigation of the matter ? 

Mr. Ettis. Do you know of any that have been referred to the 
United States attorney for criminal action? 

Mr. Grimes. I don’t know of any. We talked it over, but as far 
as I know, none have actually been referred. 

Senator Arxen. I beg your pardon. It says “with the intention of 
referring the case to the United States district attorney.” You do not 
say any case has been referred. 

Mr. Grimes. No. 

Mr. Exuis. No. 

Senator Kem. You do not know of any case that has been presented 
to a grand jury, do you? 

Mr. Grimes. I am sure they have not. 

Mr. Exuis. I want to emphasize that this information was derived 
down there by the work of the Office of Audits of the PMA as a result 
of spot checks which they made. 

I don’t understand that they have tried to cover every possible 
warehouse. 

Is that correct ? 

Mr. Grimes. That is right. They have covered Texas pretty thor- 
oughly. 

Mr. Exwts. I understand also they are doing quite a program of 
that character in other parts of the country. 

The Cuarmman. Who are “they”? 

Mr. Exuts. The Office of Audits of the Department of PMA. 

The Cuarrman. Was this information which is the basis of your 
report given to you by the PMA voluntarily, or how did it come to 
your attention ? 

Mr. Extis. I am not sure that I want to raise an issue again about 
the meaning of the word “voluntarily.” It is true it came to us with- 
out any subpena, and they were very helpful and cooperative as far 
as it went. However, there are certain office of Compliance and In- 
vestigation reports which have been definitely denied to us, notwith- 
standing the law says that all records of the Department are supposed 
to be made available to us. 

So far as down at the Dallas office, they were very cooperative. 

Senator Munpr. Who denied them to you? 

Mr. Exits. That was done here in Washington. 

Senator Munpr. Who? 
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Senator ANperson. In Washington. 

Senator Munpr. We ought to know if we are going to conduct an 
investigation who denied them. 

Mr. Exits. Do you know, Mr. Ives? 

The CuatrMan. Give your full name. 

Mr. Ives. Stephen B. Ives, Director of Corporation Audits of the 
General Accounting Office. 

I called two of my assistants who were actually on the job over at 
the Commodity Credit Corporation, actually making an audit, to find 
out whether or not they would make these personal investigation re- 
ports as distinguished from shortage reports available to our Office 
of Investigations. ‘They have refused so to do. 

Senator ANperson. Who refused ¢ 

The CuarkMan. When you say “personal,” what do you mean / 

Senator Munpr. They have 4,000 people down there. 

Mr. Exuis. On Latham White, we will say, and that kind of report 
rather than a shortage in the warehouse. 

The CHamman. I see. Was their civil service status involved ? 

Mr. Extis. I doubt it. It was a question of what they did to in- 
vestigate Mr. Latham White or Mr. Solomon. 

The CHarrMan, And Mr. Solomon ? 

Mr. Exxis. Or others. I don’t know who the others would be. 

Senator Kem. You say Mr. Ives refused ¢ 

Mr. Ives. No, l am Mr. Ives. 

Senator Kem. Who refused to give it to you? 

Mr. Exuis. Mr. Duggan, the Chief of the Office of Compliance and 
Investigation of PMA. 

Senator Kem. What are his initials / 

Senator Anperson. W. H. 

Mr. Ives. W. H. William. 

Senator Kem. Anybody else decline to give you information ? 

Mr. Ives. That is as far as I went, because I was merely doing it for 
our Office of Investigations, and I thought they should carry on from 
there. 

Senator Kem. Did Mr. Duggan say on whose order he was acting? 

Mr. Ives. He referred to Mr. Kruse. 

Senator Kem. What are his initials / 

Senator Anprerson. Elmer. 

Senator Kem. Elmer Kruse ? 

Mr. Ives. Senator Auderson knows these initials better than I do. 
Elmer H. 

Senator Kem. Elmer H. And he said he was acting under Mr. 
Kruse’s orders and directions? 

Mr. Ives. Yes, sir; and that we should go to him. 

Senator Kem. Do you do that? 

Mr. Ives. I then, not being my particular business, told Mr. Ellis 
that he had better carry on from there, that there was no use going 
through a third party, myself 

Senator Kem. Mr. Ellis, did you carry on with Mr. Kruse? 

Mr. Exuis. I will refer you to Mr. Roger Kirvan of our Office of 
Invegtigations, and he can tell you about his efforts to get those reports. 

The CHarrman. Let’s first describe what—— 

Senator Munopr. Let’s find out without interposing someone else 
who Mr. Kruse is and who said no. 
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The Cuarrman. That’s right. 

Mr. Kirvan. I called Mr. Duggan and asked for an appointment. 
Mr. Duggan is Chief of the Office of Compliance and Investigation of 
PMA. Their function, as I understand, is to investigate reported 
irregularities or irregularities both from a personnel standpoint and 
from a functional standpoint. I visited with him and interviewed 
him and asked him if we could get the records in the Dallas office 
relating to shortages and spoilages or other matters which we felt 
from the point of view of the General Accounting Office we had the 
right and jurisdiction of looking into. He said that we couldn’t get 
those records, that the function of the Office of Compliance and Inves- 
tigation was to do that, to investigate those matters and to report them, 
and he felt our job was to report any irregularities to the Office of 
Compliance and Investigation of PMA; so then they could report 
them to the Department. 

We had a lengthy conversation as to the objectives of different in- 
vestigative agencies, inasmuch as he brought out that the FBI was 
then working on a case in Dallas that we also had an interest in, and 
sO we came to a conclusion that we did have a different interest in 
the matters than they did. 

But he still refused to make available the records. 

Senator Anperson. He said this is not just in personnel, you said 
it had to do with shortages ? 

Mr. Kirvan. Any matter we had already gone into at ‘Dallas, and 
we were inquiring into matters of shortages and irregularities that 
might have occurred in the Dallas office. And so we wanted the in- 
formation that they had reported to them or leads, you might as 
well say, that we could investigate from the standpoint of the function 
of the Comptroller General’s office. 

Senator Pare: Were the FBI in there previous to your investiga- 
tion ? 

Mr. Kirvan. I do not know what they were in there for, Senator. 
He merely mentioned the fact the FBI was in there, we were coming 
in there, and they had their own work to do also, you see. What 
the FBI was doing in the matter of investigation, I do not know. 

I think we discussed the possibility of an indictment of somebody 
down there, which had no relation to the shortage cases as far as 
know. ‘That is what we wanted to find out—if there was a possibility 
from the records of the Office of Compliance and Investigation, 
whether there was a tie-up in any of those things. 

Senator ArkeN. Would the files have disclosed any communications 
between the Dallas and Washington offices? 

Mr. Kirvan. Would they have? 

Senator Arken. Yes. 

Mr. Kirvan. We do not know what they would have disclosed. 
We never saw them. 

Senator Arken. Would they have disclosed a communication such 
as Senator Anderson referred to at the beginning of the hearing? 

Mr. Kirvan. I have no idea. 

Senator Arxen. A letter from Mr. Latham White to the depart- 
ment ? 

Mr. Kirvan. It is a hypothetical question. Having never seen the 
reeords, and having them denied to us, we do not know what is in the 
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Senator Kem. This conversation you had with Mr. Duggan—— 

Senator ANperson. Where did Mr. Kruse come in? 

Mr. Kievan. I never met Mr. Kruse. 

Senator Anperson. Who did? 

Mr. Kievan. That was the conclusion. 

Senator Kem. It didn’t go further than Mr. Duggan ? 

Mr. Kievan. No; I came back and reported. 

Senator Kem. Did you ask Mr. Duggan who was directing him? 

Mr. Kirvan. No. 

The CuHamman. Are we to understand that your purpose in asking 
for this information was to obtain any personnel checks that there 
might be within the Dallas office of personnel then at work, and who 
might have been responsible for whatever happened ? 

Mr. Kirvan. We were primarily interested in the subject of sub- 
stantive investigations. 

The CHamman. I see. 

Mr. Kievan. Whether or not the records might have given leads to 
possibilities, we do not know. 

The Cuarmman. You mean among the officials ? 

Mr. Kirvan. That is correct. 

The Cuarmman. And that was the reason ? 

Mr. Kirvan. However, the inference should not be had that that 
possibility was there, you see. 

The Cuamman. I see. 

Mr. Kirvan. But if it was there, we would have investigated it. 

The Cuarrman. Were you refused any records at all by the depart- 
ment, other than those of a personal nature, that is to say, that would 
show any tie-up between those in charge in Dallas, maybe, or in Wash- 
ington or in any other part of the country ¢ 

Mr. Exxis. Only a certain few. I want to emphasize that we did 
see the Compliance and Investigation reports in Dallas which had been 
turned over to the Commodity office for action. We were not allowed 
to look at the work papers behind them. 

Senator ANprerson. Why not? 

Mr. Grimes. They just told me it was against the instructions of the 
Washington office. He could not show me any report or any work 
papers, that I could see them in the Commodity office. 

Senator ANperson. You could see them in the Commodity office? 

Mr. Grimes. Yes. 

Senator Anperson. The Commodity office says you cannot; is that 
right? 

Mr. Grimes. No. It isthe Dallas Commodity Office that allowed me 
to see all Compliance and Investigation reports they had. 

Senator ANperson. But not the work papers behind them? 

Mr. Gres. Not only the work papers behind them, but nothing in 
the possession of the Compliance and Investigation office. 

Senator ANperson. How could you make an investigation, then, 
without these fundamental work papers of shortages ? 

Mr. Grimes. I couldn’t make a very good one. 

Senator Munpr. Those were the papers they denied you the right to 
see / 

Mr. Krevan. Whether or not the same ones, Senator, in the main 
office here in Washington—but I imagine they would include copies of 
the report in the Dallas office. We were looking for a fuller report. 
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Senator Kem. What was said by Mr. Kruse? Who talked to Mr. 
Kruse ¢ 

Mr. Kirvan. No one. 

Senator Kem. His name was brought into it. 

Mr. Ives. What happened there was that my division is over at 
Commodity all the time. I have men over there, and Mr. Ellis asked 
me if I would get in touch with Mr. Duggan to see if he, Mr. Ellis, 
could see these reports. Mr. Duggan said no, that we would have to 
go to Mr. Kruse. Seeing it was investigations business rather than 
my corporation audits division business, I told Mr. Ellis he had bet- 
ter follow up from there if he wanted to, that there was not any use 
getting two divisions mixed up in it. 

Senator Kem. Did you follow on, Mr. Ellis? 

Mr. Exuis. No, because they had taken care of it in a sense—White 
and Solomon were fired. I didn’t need to go back any more after I 
knew they had done that. I was interested in the shortage cases, and 
we had the facts on that. 

Senator Arken. In investigating in the Dallas office, did Mr. White 
or Mr. Solomon show any reluctance to give you the information which 
indicated shortages and spoilages ? 

Mr. Exits. No, no. 

Senator Arken. They gave you the information freely ? 

Mr. Exxis. Very cooperative. 

Senator Kem. I do not understand what your answer means. Your 
objective was not to get Mr. White and Mr. Solomon fired, was it / 

Mr. Exxts. Not mine, no. I am anxious to make an investigation. 

Senator Kem. Why, as soon as they were fired, did you lose interest 
in the situation ¢ 

Mr. Exits. I did not feel it was necessary to hold up after—by the 
way, Mr. Duggan already told us we would not get any reports, period. 
I had to, of course, continue my work on investigations. I did not 
feel it was worth while to try to get the reports on those particular 
people, White and Solomon, because that phase had been taken care 
of by the department. 

Senator Kem. But these work papers, it seems to me you have got 
to have them in order to make any audit. I have never heard of audi- 
tors going into audit companies who did not want the work papers. 

Mr. Extits. After all, we were investigating, not auditing and we 
were reporting the results of their audit. Their audit showed these 
losses. 

Senator Kem. But that is secondary, that has already been done. 
You are auditing on your own, representing the Congress, are you not ¢ 

Mr. Exuis. This was an Office of Investigations matter, not any part 
of an audit. Bear in mind no question.existed about any shortages. 
‘That is what the work papers perhaps might have helped establish, but 
nobody raised any doubt about that. 

What we were complaining about, and the very essence of this report, 
is the lack of action by the Dallas office to do something about the 
shortages which those audits disclosed. 

Senator Kem. Were you not curious to know whether they might be 
larger than disclosed by the Department’s audits ? 

Mr. Exuis. I did not think that was our function as much as to try to 
get the Department started doing something about collecting the short- 
ages and prevent them. That is our major job. 
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Senator Kem. Is not your major job the amount of shortage? 

Mr. Exuts. No; it is to report the facts and show what the depart- 
ment is doing. 

Senator Kem. Not just reporting the figures given you by the 
department. 

Mr. Exuis. I could go down there tomorrow and spend a month and 
would not have any more for you, because until that grain comes out of 
the warehouse, no man knows what the actual amount will be. Nobody 
will ever know until then. 

Senator Kem. If you did not want to see the work papers, why ask 
for them ¢ 

Mr. Etuits. We did, but we had to move along and we did the best 
we could. 

Senator Kem. You asked for them, they were denied, and you lost 
further interest ? 

Mr. Exuis. I would not say that. We thought we had enough and 
went ahead. 

We had everything established in this report. 

Senator Anperson. Did you not say the law allowed you to see all 
the papers ¢ 

Mr. Exuts. The law does, yes. 

Senator Anperson. When they refused, why did you not demand 
them ? 

Mr. Ex.is. Well, we did demand them. 

Senator Anperson. And they were refused you? 

Mr. Etuis. Yes, sir. 

Senator ANperson. Does not the law give you the right to get them? 

Mr. Exuis. That is what it saysin the book. 

Senator Anperson. What did you do about it? 

Mr. Exxis. Senator, that is not the first time that situation has hap- 
pened, not the first it has happened with Agriculture. It is a problem 
that is serious in a number of situations. I reported that situation 
considerably to the Expenditures Committee. Senator Mundt will 
recall the hearing of last June when I discussed considerably before 
the Expenditures Committee the problem of getting from the depart- 
ment access to departmental records. 

Frankly, I am not satisfied with that situation today, but I think 
it calls for a general over-all approach. I did not think I should hold 
up an urgent and important report to settle an argument on that 
point. 

Senator Anperson. Have you ever seen the work papers in the case 
of Shannon Elevator of Sudan, Tex. ? 

Mr. Exxis. I have not. 

Senator Anperson. Has anybody ? 

Mr. Harms. The PMA audit; yes. 

Mr. Exvxis. The work papers of the PMA audit, but not the work 
papers of the Compliance and Investigation Division ? 

Mr. Harms. That is right. 

Senator Anprerson. Have you seen the work papers of Henderson ? 

Mr. Harms. Yes. 

Senator Anperson. The PMA audit? 

Mr. Harms. The PMA audit. 

Senator Anperson. Have you seen the Compliance and Investiga- 

tion work papers ? 


Mr. Harms. Yes. 
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Senator Anperson. And the E. and S. bonded warehouse of San 
Antonio? 

Mr. Harms. The audit; yes. 

Senator Anperson. PMA’s audit? 

Mr. Harms. Yes. 

Senator Anperson. And did you go to the original sources on 
Plains Grain and Storage? 

Mr. Harms. No, 

Senator Anperson. Did you go on Meekins Warehouse and 
Storage ? 

Mr. Harms. No. 

Senator Anprerson. The Great West Mills of Fort Worth, Tex.? 

Mr. Harms. No. 

Senator Anperson. So you have not seen the original documents? 

Mr. Harms. Warehouse document? 

Senator Anprerson. Yes. 

Mr. Harms. No. 

Mr. Extis. Senator Anderson, this does not purport to be an audit, 
it is not supposed to be. It is supposed to be a report of what condi- 
tions are in the Dallas office. In that sense it is a copy of the docu- 
ments that are found, and as we report on page 5, this is a review of 
the findings of the PMA-CCC records. It is an examination of 
those original documents. 

Senator Kem. But you tried to go beyond that and were refused 
and did not go any further; is that right? 

Mr. Exuts. I wouldn’t say that. We are anxious to get all the 
records we can. We were satisfied that we have evidence to back 
up every statement in the report. 

Senator Kem. You would not say that is a correct statement. In 
what respect is it incorrect ? 

Mr. Exuts. We tried to get essential information. 

Senator Kem. I said tried to get further information. It was re- 
fused to you and you did nothing further about it. 

Mr. Exzis. lam sorry. I understood you to say “tried to get essen- 
tial information,” and I didn’t agree. It is true we tried to look at 
certain other papers which might have shown—whatever it would 
show, I don’t know. At least, we had uncontroverted facts. 

Senator Kem. I don’t want to quibble about whether it was essen- 
tial. It was desirable. You thought it was desirable, or you would 
not have asked for it; is that right? 

Mr. Exxis. We thought it might be very useful, but after we got 
adequate information to prove every statement we had to make, I 
thought we had gone far enough, and I thought I should stop in the 
interest of economy and report what I had for the interim report. 
Also, we still want to see them. 

Senator Anperson. Going to the Meekins case, you say when the 
elevators are empty you finally learn something. How much grain 
is in any elevator of the Meekins Storage Co. ? 

Mr. Exuis. I couldn’t answer. 

Could you answer? 

Mr. Grimes. We don’t know. We haven’t been down there. We 
wouldn’t know. 

Mr. Exxis. We understand from their people they still expect to 
have to take some legal action to check back certain storage and 
tonnage items. We have not been down there. 
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Senator Kem. Do these storage people sell this grain expecting to 
replace it later and then are unable to do it? Is that what occurred ¢ 

Mr. Ex.is. When the price was down, you mean ¢ 

Senator Kem. Yes. 

Mr. Extis. Do you know if there was any information as to what 
the motivation was of the storage people, Mr. Harms? 

Mr. Harms. That is what we think happened. 

Mr. Exuis. That is an assumption. I am not in a position to say. 

Senator Anperson. Did they not know in one case the man sold 
grain and bought trucks and went into another business? 

Mr. Exu1s. I don’t know. 

Senator ANperson. Wait a minute. I want to get an answer here. 

Mr. Grimes. We know that the assets have been turned—— 

Senator ANperson. $300,000 worth of trucks. 

Mr. Grimes. I wouldn’t say how much. We conferred with the 
compliance and investigation office and we thought they had a good 
report and did not see any need to do any investigating. 

Senator AnpErson. What did they think it was? 

Mr. Grimes. They have a listing. 

Senator Anperson. Is that available to this committee? 

Mr. Grimes. I suppose it is. 

Senator Anprrson. It is not available thus far. If a man does 
take money that belongs to grain and puts it in the trucking or another 
business, isn’t that pretty close to embezzlement ? 

Mr. Grimes. That is a legal matter. I am an accountant. 

The CHamman. Senator, all of that would be investigated thor- 
oughly when we have our complete hearings. 

Senator Arken. Mr. Ellis, did you find that in some instances where 
the Government sent shipping orders for the grain, and the ware- 
houseman had neither the grain nor the money that the Commodity 
Credit Corporation, after a period of time sold some of these people 
or furnished them grain enough to make good that which they lacked 
on shipping orders ? 

Mr. Extis. Yes, there was one such case. 

Senator Arken. I think two. 

Mr. Exits. One or two such cases, as I recall, where the amount sold 
seemed to most coincidentally agree with the amount. 

The Cuatrman. How was that transaction made? Who did it? 
Who was the officer who did it? 

Mr. Extas. I will call on Mr. Grimes and Mr. Harms who read the 
records on those cases. 

Do you want to come up, Mr. Grimes and Mr. Harms, and tell us 
about that 800,000 pound case. The National Warehouse case is one 
of them. 

It is shown on page 11 of the report. 

The Cuarrman. The specific question is who did that. 

Mr. Exuts (reading) : 

On December 17, 1951, a sales contract was hurriedly prepared for the sale 
of approximately 749,000 pounds of grain. 

And possibly by mistake, that was just about 100,000 less than the 
shortage, the short shipment on the prior records. So a day later the 
correct amount was calculated at 849,000, but the sale had not yet been 
consummated on January 2. 
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Have you anything to add, Mr. Grimes, or Mr. Harms? 

Mr. Harms. No. 

Senator Arken. The Commodity Credit Corporation furnished 
them the grain to make good that which they were short in this case ; 
is that right? 

Mr. Exits. Yes. 

Senator Arken. I was not sure as to the meaning of this paragraph, 
but that was what I inferred from it—that when they peed not pro- 
duce the grain, that Commodity Credit arranged to send them grain 
to make good that which they had improperly converted to their own 
use. 

Mr. Harms. That is right. 

Senator Arxen. In other words, to help keep them out of trouble? 

Mr. Gries. That is an assumption, Senator, we don’t know. 

Senator Arken. You just have the record of the transaction / 

Mr. Grimes. That is right. 

Senator Arken. I don’t see how any other assumption could very 
well be drawn from it. 

The Cuarrman. But it is not your conclusion, though, is it? 

Mr. Exuts. Oh, no. 

Mr. Harms. No. 

Senator Arken. You are simply reporting the transaction. 

Mr. Extts. Yes. 

The Cruarrman. Proceed, Mr. Ellis. 

Mr. Ex.1s. I am not sure that I have answered Senator Anderson, 
but I think perhaps I should emphasize one point as to why we make 
the investigation, why we make the report. 

We are not up here to tell Congress merely that there are certain 
losses to call to the attention of the committee or to take up the time 
of the committee about work which we, or Justice or the Commodity 
Credit should do. We are up here to show that the office, we thought, 
was not acting with full diligence in protection of the Government’s 
interest. The losses are taken from their records, not because we 
want to come up and argue losses, but because we say there is the 
situation, there was inadequate action to correct that situation. That 
is why we did not feel specifying the amounts of losses was the thing 
to do. 

Senator Anperson. I don’t quarrel with you a bit on that. I think 
that may be your function, but it is somebody’s function when a man 
is a million dollars short to move on him. Let a postmaster in a 
small town get $25 short and see what they do to him. 

Mr. Exxis. We will settle his accounting, the GAO will settle that 
one. 

Senator ANperson. That is right. 

Mr. Ex.is. The remaining two or three pages of the report go 
into the various circumstances which we think tend to show that the 
office at a much earlier date should have realized the serious situa- 
tion—for example, the long delays in the loading out. 

The loading out order now, as I understand it, is a document by 
the owner of the grain, CCC, to the warehouseman saying, “Mr. 
Warehouseman, take 10,000 bushels of our grain and ship it to such 
a place.” Say, to Corpus Christi, to a port position to go to sea. 
Many, many such orders were issued, and weeks and weeks and 
months later nobody had complied with it. 
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Now, why that didn’t raise a red flag in somebody’s mind, we don’t 
quite understand. But there were many, many such cases. 

There were plenty of other cases where the loading orders were 
canceled or amended some time later on without any apparent justi- 
fication. 

One was the Curry case, as shown on page 9, where 4 months 
after receipt of the loading order the Curry Grain Co. requested the 
Corporation to return the warehouse receipts and keep the grain 
another year, whereupon they were advised to hold the grain until 
further notice. We now understand that there is a shortage of about 
$55,000 in that case. 

That is the reason for these circumstances being set forth. This is 
what should have raised the red light, so to speak, and called for 
more diligent local office action. 

Senator ArkeNn. In other words, he asked permission to keep for 
another year the grain which he evidently already had disposed of? 

Mr. Exuis. Which he did not have, yes. 

Senator Aiken. It seems to me impossible to do that. 

The Cuarrman. All of this, you said, was carried on by the officials 
who were in charge of the Dallas oflice. 

Mr. Exuis. Yes. 

The Cuarrman. And all your statements pertain to those in charge 
of the Commodity Credit Corporation at Dallas? 

Mr. Exuis. Yes. I did make the statement, there had been a great 
deal of legal action on the cases that have gotten to the regional 
attorney, and there has been some up here. There has been some 
very interesting work done. But our problem is getting cases from 
the point of our audit, rather than from their audit to the regional 
attorney for action. There is just too much time or inaction in that 
field. 

The Cuarrman. All right. 

Senator Kem. You were asked, Mr. Ellis, about the case of a post- 
master. Is there any difference between one of these cases and the 
case of a postmaster who is entrusted with stamps and fails to account 
for them ¢ 

Mr. Exxis. Perhaps Mr. Weitzel would rather answer that, in view 
of the new postal relationships under the new law last year. 

Mr. Werrzex. In the case of the postmaster who has stamps and 
fails to account for them, the procedures of the Post Office Depart- 
ment are calculated to discover and expose that, and criminal prose- 
cution can result from that. 

Senator Kem. It does result, doesn’t it? They act very promptly 
and effectively, do they not ? 

Mr. Werrzev. In appropriate cases. If one or two stamps, possibly 
no. But the postal inspectors have a very fine reputation for keeping 
on top of things. 

Senator Kem. Supposing it were $3,800,000? 

Mr. Werrzet. The Department has a responsibility, of course, for 
the internal administration of its affairs, and for some policing of 
the relations with the warehousemen, and our audit report, as tenta- 
tively drawn, includes strong recommendations for strengthening 
that control by the Department so that they can determine when 
shortages exist and take more effective action about them. But there 
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eee rae available in the Department for taking care of cases 
ike that. 

Senator Kem. It is available, but it was not used. Is that the 
situation ¢ 

me Werrze.. But that is the theme of this report—it wasn’t used 
timely. 

Senator Kem. Has it been used at all? 

Mr. Werrzet. We feel it is being used now, Senator. 

Senator Kem. What cases have prosecutions been started in? 

Mr. Werrzet. We are going to watch that 

Senator Kem. Wait a minute. What cases? 

Mr. Werrzet. I can’t cite a case. 

Senator Kem. What cases have prosecutions been started in? 

Mr. Werrzev. Civil action has been taken. 

Senator Kem. I am not asking about that. In what cases have 
prosecutions been started ? 

Mr. Werrzer. We have not been in other areas, but just from read- 
ing the newspapers, I have found three cases in the last day or two 
which have been reported to be under prosecution, civil and criminal, 
in other areas, not the Dallas area. 

Senator Kem. In the last day or so? 

Mr. Werrze.. I don’t know how recently the prosecutions were 
started. 

Senator Kem. When did you learn about them ? 

Mr. Werrzev. From reading the newspaper. 

Senator Kem. When? 

Mr. Werrzex. This week. 

Senator Kem. That is after the issuance of your report, is it not? 

Mr. Werrzex. That is correct. 

Senator Kem. Up to the issuance of your report, had any prose- 
cutions been instituted that you know of ? 

Mr. Werrzev. I don’t know of any, Senator. 

Senator Kem. Is there any difference between this case and the case 
of a teller from a bank that takes some of the bank’s money, say, a 
teller in a national bank? 

Mr. Werrzex. There is a difference in facts, Senator. In the case 
of stamps disappearing from a postmaster’s office or money disappear- 
ing from a teller’s window, it is much easier, probably, to establish 
the facts than in the case of a conversion in a warehouse where there 
may be other people who have grained stored there than the corpo- 
ration, and where you don’t know exactly how much grain is in there 
without a physical measurement or until the grain is loaded out. 

Senator Kem. Does not the warehouseman issue a warehouse receipt 
when he gets the grain? 

Mr. Werrzeu. He does. 

Senator Kem. Then when he is called on to make delivery, is any- 
thing complicated about that transaction ? 

Mr. Werrzex. There should not be, and we are not attempting to 
defend the inaction. In fact, we are up here to tell you folks about 
the fact that we think there was not sufficiently prompt action. 

Senator Kem. Now, in the case of the teller in the national bank, 
the Government acts very promptly and effectively, does it not? 

Mr. Werrze.. I could not say as to that, Senator. I do not know 
the records of the prosecuting officers on that. 
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Senator Kem. Is it your general idea and information that it does, 
from what you read in the newspapers ? 

Mr. Werrzev. I do not believe I would be qualified to answer that, 
Senator. I certainly have no reason to believe that prompt action 
is not taken. 

The Cratrman. As you just indicated in your answer to Senator 
Kem, in order to convict for conversion, you would have to state that 
on a particular date this grain was converted, and it would be neces- 
sary for you to examine the bins in which they were stored and 
determine whether or not on that date the grain was not there. Is 
that not true? 

Mr. Exxis. Yes. 

Mr. Werrze.. Senator, our report points out that the regional at- 
torney, while he feels the Department should prosecute in an attempt 
to get an indictment, says it is difficult to prepare a case in which 
the United States attorney will have a better than 50-50 chance of 
conviction; and conversion would have to be tied down to a certain act 
on a certain day. And that does necessitate considerable work and 
an assembling of facts. 

Senator Arxen. Mr. Weitzel, you will find plenty of able lawyers 
to disagree with that assumption, won’t you—that when you entrust 
a corporation with property and when you call for it and find they 
have sold it, you don’t have to prove exactly what day they sold it. If 
you have a receipt for it, of course you don’t. 

I have consulted some of the best lawyers I know, about that state- 
ment, and they very definitely disagree that you have to tell exactly 
what hour and what day the property was taken so long as you can 
prove it was taken. That, however, I understand, is not your state- 
ment. 

Mr. Werrzev. That is the statement of the regional attorney, Mr. 
Farrell. 

Senator Arken. It is certainly ridiculous to say nobody saw him 
take it. This amount you report amounts to about 20 trainloads of 
64 cars of wheat each. 

Senator Kem. In a prosecution for embezzlement you do not have 
to prove the day. 

Mr. Werrzev. That would be analogous, I think. The fact grain 
was not there when asked for would be a strong indication. 

I think, too, we have to remember all the enforcement action has 
begun rather recently. The situation has developed in the last 2 years. 
The audits or investigations have been made a year or 6 months ago, 
and I would not negate the possibility of criminal prosecution now. 
But I do think that the Department has an initial responsibility 
there, and we will certainly watch what they do. I certainly would 
not. hesitate to recommend that we refer cases to the Department if 
they refuse to, where it is indicated—the Department of Justice. 

Senator Anperson. Mr. Ellis, in answer again to the chairman’s 
question, you said all these things were the fault of these two people in 
Dallas. Did you make any effort to check whether there had been any 
meeting of grain men in Dallas, the Dallas office, of people who were 
trying to clear this up as late as October and November? 

Mr. Exxzis. We understood there was a great deal of concern in the 
grain trade and indicated that. 
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Senator Anperson. That is right. And a meeting at which there 
were some representatives of the grain trade. Those people supplied 
me with a report of their meeting, in which they said that Mr. Solomon 
had stated that the grain branch in Washington had refused to allow 
Latham White to send inspectors into these warehouses on the grounds 
that over a period of years the losses and shortages would offset each 
other. 

Now, that statement may or may not be true. I am not trying to 
say it is true at all. I am only asking whether you checked to see 
whether there was any way in which Latham White was prevented 
from inspecting these elevators. You ‘have been quite sure he is 
at fault and said that as soon as you found he was fired you were 
satistied. Did you-— 

Mr. Exits. I did not mean to say satisfied. I was satisfied that I 
did not have to read the report any further on him, that I had the 
facts otherwise on what we were interested in. 

Senator Anperson. If you got into the reports you may have found 
where he made certain recommendations as early as September on 
that. 

Mr. Exuis. That would not change my report, that the Depart- 
ment has not done the job. 

Senator Anperson. I am not questioning that. You have pinned 
it down to individuals pretty strongly. 

Mr. Euuis. We say Mr. White was in charge of that whole operation. 

Senator Anperson. In charge of the PMA Investigation Unit? 

Mr. Extuis. As I understand it, that investigation would be an 
independent function of compliance and investigation work under 
Mr. Duggan. 

Senator Anperson. That is right. If he referred a case to them, 
and 6 months later he had no action, would that be Mr. White’s fault 
or wouldn’t it ? 

Mr. Extis. If he did not call up to say something about it, but it 
would also be the other people’s fault. I do not mean to say, of 
course, that Mr. White and Solomon are possibly the only people 
at fault. When we take a situation like we find in the Dallas office 
where the situation is not the way it ought to be, we have got to 
put the head of that office at fault, just the same way I get blamed 
when something goes wrong in my office of investigations; I expect 
to have the responsibility. 

Senator Anperson. I think where you have an office that covers 
five large States and has two inspectors, it is almost impossible to 
cover that area. I do not care who is in charge in Dallas or Wash- 
ington, I do not think two men can cover all the elevators. 

Mr. Exuis. That is right. 

Senator Anperson. The only thing that will keep the situation 
straight is the fear of God, of being sent to jail. 

Mr. Exxis. Even those two men were not directed to check quan- 
tity, and that is the problem in the shortages. They were directed to 
check only quality, and they did. They found out about that Arka- 
delphia matter and nobody did anything about it. 

The Cuatrman. Mr. Ellis— 

Mr. Exuis. Could I add one sentence, Senator, that is very pertinent 
to this matter about the warehouse. I want to emphasize these ware- 
houses were not warehouses operating under the Federal Warehousing 
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Act. So it is much more, perhaps, a State responsibility as well as 
the Commodity Credit responsibility. These were not Federal ware- 
houses, which we understand are in much better order. 

Senator Kem. Money belonging to the Government is a Federal 
responsibility. 

Mr. Extis. Federal responsibility to prosecute. 

Senator Ture. Were they licensed under the State Warehousing 
Act ¢ 

Mr. Exuuis. That is our understanding, yes, under the Texas law. 

Senator Tuve. Under the Texas law they were licensed ¢ 

Mr. Exuts. Yes. 

Senator Tuyr. And did you check to find out how long they had 
been operating under the Texas license? 

Mr. Exuts. Only in one case, here in the Arkansas case. We have 
not checked the shortage cases. 

Senator Tuye. Had you checked any of them to determine how 
long they had a license? 

Mr. Exits. No, we have not done so. 

That is a tremendous problem in itself. It goes back to that prob- 
lem after 1948. You will recall the bumper crop in 1948 was the 
biggest one in history, was it not, and a good winter wheat crop in 
1949. In those 2 years the Department had a tremendous problem 
getting storage space. I do not doubt, as a practical matter, it was 
necessary to deal with people they wouldn’t now want to deal with, 
either from inexperience or otherwise. That again is not an excuse, 
shall we say, for not enough checking up. 

As Senator Anderson suggests, two people are not enough to do the 
checking up job. Also, they y should not be limited merely to quality. 

The Cuairman. Would you say the office at Dallas was not suffi- 
ciently staffed. 

Mr. Exits. I would rather not answer that. 

The Cuatrman. It is now 5 minutes of 1, and I presume everybody 
is getting hungry. 

Geentlemen, I have a little note here from Secretary Brannan, and I 
would like to read it to you. 

He says, “Please do not let Mr. Warren leave until I have oppor- 
tunity to explain my letter did not refer to him.” 

Do you want to give him that privilege? 

Senator Arken. Mr. Chairman, I want ample time to question Mr. 
Brannan on that, because if Mr. Brannan wants to make the evening 
press with whatever he has to say, I would like whatever I have to 
say to make the evening press, too. 

The CuarrMan. Well, it is up to the committee, if you want to 
permit Mr. Brannan to do that. 

Senator Kem. I do not think we ought to go through the lunch hour. 

The CuatrmMan. Very well. 

Without objection, we will recess until 2 o’clock. 

(At 1 p. m., a recess was taken until 2 p. m., of the same day.) 


AFTERNOON SESSION 


The Cuarmman. The committee will be in order. 
Mr. Ellis, did you complete your statement this morning? 
Mr. Etuts. Yes, sit 
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The Cuarrman. Have you any other witnesses you desire to present 
to give further testimony / 

Mr. Etxis. No, but my men are here from Dallas and are here to 
answer any questions. 

The Cuarmman. Are there any questions that any Senator desires 
to ask? 

Senator Kem. I understand, Mr. Chairman, that this is purely 
preliminary. 

The CHarrman. That is correct. As I stated at the beginning, 
when the hearings were started, the basis of this was simply for us to 
determine the scope of the resolution that we propose to adopt later 
on, probably today, if we can get a quorum. 

Senator Hory. We can go into all these other matters later. 

The Cuatrman. Yes. If there are no further questions, then, Mr. 
Secretary, will you take the stand, sir. 

Mr. Warren. May I ask a question ? 

The CHarrman. Yes. 

Mr. Warren. We have brought here at some expense two of our 
key men from Dallas and called in another from Seattle. They came 
in here by plane. Do you wish those gentlemen to remain here or to 
go back ? 

The Cuarman. As far as I am concerned 

Mr. Warren. How long should I keep them here in Washington? 

Senator Hory. I think I should let them go now. 

Senator Arken. From Seattle, you say. What is the reason for his 
being here? 

Mr. Warren. He was one of our main ones on this particular Dallas 
job, and we then sent him to Seattle and that was on another matter, 
and then recalled him. 

Senator Arxen. I think it has been answered by Mr. Ellis that they 
did get cooperation from the Dallas office, from these men. They 
didn’t attempt to withhold any papers or records. 

Mr. Ex.is. Also Mr. Mosley, the new man in charge there now, has 
been very cooperative indeed. 

Senator Arken. The examination is not complete as yet. 

Mr. Ets. No. 

Senator Arken. It covers so far only the Dallas area. 

Mr. Exxis. That is right. 

Senator Arken. And only grain as a commodity. Have you any 
cases involving potatoes or eggs or anything like that in the works 
as yet? 

Mr. Exuts. There are one or two we have some intimations about, 
but nothing I can affirm. 

Senator ArKeNn. That also, if it is the one I have in mind, involves 
the dismissal of certain employees of the Government without any 
criminal charges. However, I don’t want to bring that up now, be- 
cause that is something for a professional investigator to look into 
before making names public. 

I don’t think we should make anybody’s name public without rea- 
sonable ground for believing they have done something wrong. 

Mr. WARREN, We have only 180 investigators to cover the entire 
Nation, and while I wish to keep them here as long as the committee 
desires them, we have a lot of work to do and, of course, things at 
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Dallas will be practically at a standstill until the two key men get 
back there. 

Senator Hory. I think they should be released now and recalled 
when we have the investigation. 

The Cuarrman. Very well. 

Senator ArkeNn. I think we should wait until we have the procedure 
laid out better than we as individuals are able to do it. 

The Cuamman. All right, Mr. Secretary. Mr. Secretary, I notice 
that you have a written statement. Do you want to read that? 


STATEMENT OF HON. CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE, ACCOMPANIED BY DELBERT J. HARRILL, CHIEF, 
OFFICE OF AUDIT, PMA; W. CARROLL HUNTER, SOLICITOR; 
ELMER F. KRUSE, ASSISTANT ADMINISTRATOR FOR COMMODITY 
OPERATIONS, PMA; AND GUS F. GEISSLER, ADMINISTRATOR, 
PMA, UNITED STATES DEPARTMENT OF AGRICULTURE 


Secretary Brannan. I would like to preface it with a few remarks, 
if I may, suggested by the occurrences of the morning. 

The Cuamman. Very well; proceed. 

Secretary Brannan. First of all, I would like to say to Mr. War- 
ren, who js in the room now, that by no stretch of the imagination was 
there any intention to indicate that the issuance of the report by him, 
and its delivery to this committee, constituted any act or conduct to 
which we have any reason or right whatsoever to object. 

The General Accounting Office continually makes audits and con- 
ducts investigations of the Department of Agriculture. They have 
made many investigations or audits since 1947. Reports have been 
issued as in this case, and in no case have we ever taken exception to 
the issuance of the report, and we do not now. We did not so intend 
by our letter to indicate that we did. 

On the contrary, for my part, I feel as though the working relation- 
ship between the General Accounting Office and the Department of 
Agriculture is quite satisfactory. We welcome their aid, assistance, 
and suggestions. We welcome the opportunity to discuss these 
reports. 

We don’t even object, and certainly would have no right to object— 
I say this in a facetious way—to paying our share of the cost—and 
we have paid over $1,600,000 to the General Accounting Office for 
some of the audits that have been made of our organization. 

There is a GAO staff with offices in the Department, and we have 
always tried to make them welcome. If there are any facts or if there 
has been any information which has been denied them from time to 
time, I am sure that a call from Mr. Warren to me, or perhaps even a 
call from Mr. Weitzel to Mr. Geissler or Mr. Kruse will certainly 
solve the question and have the material released. 

In view of the things said just before the recess this morning with 
respect to the denial of access to some of the working papers, we have 
asked our folks to give us a short statement which might be subse- 
quently laid before the committee, the essence of which is that the 
understanding of my folks is that traditionally working papers on 
either side have never been exchanged. I understand that to be a 
general custom. 
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Be that as it may, even in the event some of those papers are needed, 
I am sure that if the request had been pursued a little further, we 
would have had a much more satisfactory answer to why they were 
not available, if in fact they were not available. 

In one or two cases where there have been investigations by our 
Department of matters of strictly personnel conduct, we have said 
that inasmuch as these bear no relationship to the subject matter and 
inasmuch as the investigations are not completed, perhaps the better 
course would be not to deliver them. 

It is obvious to all of us that once in a while we have had personnel 
cases on which we have tried to maintain secrecy from the standpoint 
of the exposure of the individual until the court is ready to take 
appropriate action. 

I would like to preface our remarks with respect to the morning’s 
proceedings by saying that as far as I am personally concerned—and 
I know I speak for the entire group in the Department of Agricul- 
ture—there is a completely warm feeling and a very high respect for 
Mr. Warren and for the members of his staff. 

I would be very much surprised to hear any one of them say that 
there was less than friendly cooperative working relationships between 
the two agencies. Mr. Warren, if there does exist any such, then I 
think you and I should talk about it and our staffs should talk about 
it. I am as confident as we are sitting here that we can and will 
eliminate it. 

Mr. Warren. Thank you. 

Senator Arken. Mr. Chairman, I can appreciate what I interpret 
to be an apology to Mr. Warren who seemed to be justified in thinking 
that perhaps the Secretary's letter of January 14 refers to him. 

Secretary Brannan. I shall be very happy to have it accepted as 
an apology if Mr. Warren construed it as a personal affront to him. 
There are no reservations about this as far as I am concerned. 

Senator Arken. Inasmuch as the Secretary in his letter of January 
14 refers to “my opponents who would cripple the agricultural pro- 
grams,” “irresponsible charges,” again “our opponents,” “profes- 
sional and amateur destrcyers of confidence,” “public servants being 
slandered”—and all of that, it seems to me I am within my rights in 
asking: If he does not refer to the Comptroller General or his office, 
just to whom does he refer in the use of such epithets? Which in effect 
they are? 

Secretary Brannan. You want me to answer, sir? 

Senator Arken. Yes. 

Secretary Brannan. Senator Aiken, with respect to this particular 
subject matter, we have been most meticulous in trying to make the 
facts public as soon as the Attorney General took court action or 
public action of any kind. 

Now, I have here in my hand one of the news ticker items dated 
December 12th, on which occasion we discussed fully with the staff 
of newspaper people who collect news at the Department of Agricul- 
ture the various problems of the so-called grain conversion cases in 
Texas. 

[I have here a clipping from the Denver Post, in my own city, of the 
50th, in which 

The Cuarrman. Thirtieth of what? 
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Secretary Brannan. Thirtieth of December, excuse me—in which 
there is a long discussion of these cases. That does not include the 
Tanner case which has been in the public press at great length over 
the course of the last few months. 

There are in my hands here stories from the Wall Street Journal, 
which attempted to put the most unfavorable and disadvantageous im- 
pressions and conclusions upon the conversion cases; and if I under- 
stand the purport of it, did attempt to tie it even to such things as a 
man having committed suicide who once owned stock in a company 
which owned stock in an elevator which committed a conversion. 

There have been innumerable attempts, and these are only small 
samples, all over the country, to bring the Department of Agriculture 
organization and staff into disrepute in connection with the facts 
which we ourselves disclosed and were working on aggressively. 

Now, Senator, to get to the point, I might say to you right here 
and now, I would just as soon the letter hadn’t been written. 

Senator ArkeNn. I thought so. 

Secretary Brannan. Probably if I had had another 24 hours before 
I left town and could have read it a couple more times, Mr. Chair- 
man, I probably wouldn’t have sent it. But I respectfully ask you 
to put yourselves in my position for a moment and realize that time 
after time we have, over the period of the last month or two, ag- 
gressively as we knew how, tried to keep these facts accurately before 
the public. We have not withheld anything from them, yet we find 
the facts have been reasserted by the Gener: al Accounting Office, with- 
out, may I say respectfully, without you, sir, checking with us in 
the Department, without anybody saying anything to us in the De- 
partment about it; without anyone asking us if this was news or if 
there was any damage which would be done by holding it until I could 
come before the committee and tell the other side of the case, as I 
asked in that letter, and as I have indicated in two or three of these 
articles that I would like to do. I just say: Put yourself in my 
position, sir, and see if maybe your blood pressure wouldn’t have gone 
up just a little bit. 

That is the sum and substance of it. And, Senator Aiken, I don’t 
mind saying to you that to the extent it offends you personally I am 
very sorry about that, but just the same, I would want to just ask you 
one question, and that is: Why in the world did that thing have to 
go to the papers in such a terrific hurry when the public had all of 
the news and the information? 

Senator Arken. Mr. Secretary, you just assume this, that the public 
had this news and information. In your letter you referred to yester- 
day’s newspapers. The only persons quoted in that article, which I 
have here, were Senator Ellender, the Comptroller General’s Office, 
and myself. 

Now, it so happens that I did not know about these cases until I 
got the Comptroller General’s report. You yourself, I think, had 
told me that the Wall Street Journal had had some articles which 
you thought put it in a bad light. I had not read those articles. 

The Comptroller General’s report came up late Friday evening. 
On Saturday morning, some time Saturday, it might have been around 
noon, a reporter who knew something about the report asked about it. 

I told Senator Ellender I thought ,we ought to release it because 
other copies were around, and I am very jealous of the prestige of 
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this Agriculture Committee. I think we want to handle the agricul- 
tural affairs of this Senate, put it that way, and I believe the Senator 
did say such a report had been received but did not go into detail. 

I went further into detail and said the Comptroller General re- 
ported something like $3,800,000 in conversions, which I interpreted 
as just plain stealing. I think that is a better name for it. 

When you say that the public was aware of all this I don’t think 
that is quite correct, because I wasn’t aware of these cases myself, 
and I must say I was considerably shocked. 

If there are any political implications in this, I would be glad to 
have you point them out. 

I said— 

Agriculture Department officials and employees apparently did not benefit 
from the shortages, but there are serious questions of widespread negligence and 
failure to prosecute those who did. 

I think I am accurately quoted there. So far as I can see, that is 
the only thing which can possibly be construed as political, and as 
far as being political, it goes to the—I would say that if there is any 
Member of this Congress less political than I, I don’t know who it 
can be. 

So I was very much surprised and rather shocked not only to get 
this letter to Senator Ellender, but to read it first in the press releases. 
I don’t think the public knew about it. 

Secretary Brannan. That is just where we read about the Warren 
report. It was in the press that we first heard of the Warren report. 

Senator Arken. It was in Mr. Warren’s report that I first heard 
about these losses. 

Secretary Brannan. I assumed all of the reports were mailed out 
of GAO the same day, and at the same hour, but ours arrived Friday 
night and was not on my desk until Monday morning. 

I was in my office on Saturday but the mail room does not operate 
on Saturday. 

Senator Arxen. I still can’t figure out how anybody could find 
any political implications in this. This is from the Washington 
Post, and certainly the Washington Post is not unfriendly to the 
Secretary of Agriculture. 

Secretary Brannan. Senator, I am not picking out any one of 
these. I am looking at the aggregate of the material, some of which 
has made a deliberate attempt to try to connect the Department of 
Agriculture employees with the frauds. 

Senator Arxen. I don’t think Senator Ellender or I had. 

Secretary Brannan. I don’t, either. I said a moment ago that I 
would just as soon—— 

Senator Arken. I am sure that you are sorry you wrote the letter 
and I am sorry I ever saw it. Let’s let it go at that. We are both 
sorry. 

Secretary Brannan. I am, sir. 

Senator Arxen. I want to assure you that I am not undertaking 
to wreck any program, agriculture program, we have today. I am 
trying to save some of them, and I know we have got an uphill fight 
to keep some of them going on an even keel. That is why I want 
this Committee on Agriculture to handle the agricultural affairs of 
the Senate because I think we are better equipped to do it than any 
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other committee, with due respect and regard for all the other 
committees and their members. 

Senator Kem. Mr. Secretary, you have acquitted Mr. Warren and 
Senator Ellender and Senator Aiken of any responsibility in this 
matter. Who did you have in mind when you said your op- 
ponents 

Secretary Brannan. I referred to them here. 

The Cuamman. Wall Street Journal, I suppose; is that it? 

Secretary Brannan. Well, I don’t think you would call them one 
of our friends. 

Senator Kem. I did not understand you, Mr. Secretary. 

Secretary Brannan. I don’t think you would call them one of our 
friends. 

Senator Kem. Is that the reference you made there? 

Secretary Brannan. There has been some very rough treatment 
of this thing in the press. I imagine the column space on this one 
incident would add up to 50 or 60 full columns. 

Senator Kem. What newspapers do you mean? This was a letter 
written to the chairman on this, an official communication. We are 
entitled to know what you meant by it. 

Secretary Brannan. Senator Aiken accepted my statement that I 
would rather the letter had not been written. I would rather hope 
that you would, but if you insist on pursuing it, so indicate, and we will 
try to do our best. 

Senator Kem. In view of the fact that you have made the letter 
public to the press, it is hardly sufficient for you to apologize to Senator 
Aiken. 

Senator Hoey. I didn’t understand he was just apologizing to Sena- 
tor Aiken, but he said that the letter, if he had given it consideration, 
wouldn’t have been written. I think that covers it. 

Senator A1ken. Senator Aiken is very tolerant in such matters. 

Senator Kem. The only reason I would seem inclined to pursue it is 
it seems to be a rather usual technique on the part of the Secretary. 
The last time charges were called to his attention I happened to be the 
one familiar with the charges, and he played the same record over. 

I had suggested that there were some irregularities in certain oper- 
ations of the Department of Agriculture, and his comment on that 
occasion was: 

The Secretary of Agriculture, Brannan, calls Kem move a fishing expedition 
for political purposes. He said the Department, if the probe is ordered, will 
answer the grossly political charges against loyal and honest employees of the 
Department who otherwise have little or no way of fighting back. 

That is almost the same language he used on this occasion. 

Secretary Brannan. I was addressing myself to the Kem resolution. 
I don’t think I have a copy of it handy. 

Senator Kem. What reason did you have to say that those charges 
were politically motivated? I was merely repeating information that 
had been officially disclosed. 

Secretary Brannan. Senator, I may make a mistake now and then, 
but that was my impression. 

Senator Kem. From what did you get it? 

Secretary Brannan. From the timing, the character, the phraseol- 
ogy of the so-called Kem resolution. Would you want to refresh your 
memory on it? 
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Senator Kem. I have a copy of it here. It merely called attention 
to certain facts that have been, I think, amply substantiated. Is there 
anything there that has been disproved by any subsequent develop- 
ment ? 

Secretary Brannan. To the extent that it is supposed to represent 
facts, I think it is completely inaccurate and not consistent with the 
truth at all, sir. 

Senator Kem. The resolution says it has been disclosed in the Senate 
that the Commodity Credit Corporation of the Department of Agri- 
culture has recently been involved in subleasing from a private con- 
cern storage space leased by such concern from the War Assets 
Administration at Camp Crowder. 

Do you deny that? 

Secretary Brannan. If you want to be technical, sure. We didn’t 
lease any space in Camp Crowder. We entered into a grain storage 
agreement at Camp Crowder, and I have a full statement on the Camp 
Crowder situation which I shall present to the committee in due 
course, and if this is the time, I would like to discuss the Camp Crowder 
case. 

Senator Kem. The next paragraph is: 

Whereas, such private—— 

Secretary BRANNAN. May I just get this clear? We are not going 
over the Camp Crowder case, are we? 

Senator Kem. No. What we are going over is this technique you 
seem to have developed of whenever irregularities are disclosed in the 
Department of Agriculture, charging that the persons who have made 
the facts public are motivated by political motives. 

Now, it seems to me, if you permit me to say so, that it would be 
much better if we get at the facts without discussing the motives of 
the persons who are responsible for disclosing them. 

Secretary Brannan. I am asking for the opportunity to get at the 
facts. When this matter goes into the public press, that both sides go 
together. I will take my chances with the American press, the Wall 
Street Journal included, if we can have the chance to present the 
facts to the press. 

Senator Kem. I saw some figures the other day about the number 
of publicity agents on your own payroll; so I am sure your facilities 
are ample. 

Secretary Brannan. The only publicity agents I need are repre- 
sentatives of the newspapers who are sitting at that table now for the 
purpose of reporting this hearing. 

Senator Kem. I am sure your facilities are entirely adequate for 
that purpose. What I shall continue to object to is that when a 
Senator brings to the attention of the Senate certain facts that have 
come to his knowledge, that you find it necessary to immediately rise 
up and say, just as you did in the case of Senator Aiken, just as you 
did in my case, that the person doing that is activated by politica] 
motives. It seems to me to say so is extremely unbecoming a member 
of the President’s Cabinet. 

Secretary Brannan. Well, that wasn’t a question? 

Senator Kem. That was a remark. 

Senator Horry. An observation. I suggest we proceed. 

The Cuarrman. Let’s go ahead. 
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Secretary Brannan. Mr. Chairman, I do want to say that perhaps 
the fundamental thing for which we have been striving is to somehow 
catch up with the information being constantly issued about the grain 
conversions; and, as you are aware, I have asked for the opportunity 
to come before the committee in our discussions orally, and I have 
asked for it in the letter that was just discussed. 

I now wish to say ] appreciate the opportunity to give the commit- 
tee the information about the Commodity Credit Corporation storage 
operations, and I might say, Senator Anderson, we are prepared to 
discuss in complete detail the Tanner case. 

The conversion of grain by these warehousemen takes the form of 
selling erain placed In their storage custody by CLL. in direct Viola 
tion of the uniform grain storage agreements. The motive frequently 
is a speculat ion that the price of the erain Ww ill fall, making it poss ble 
for the warehousemen to replace it with cheaper grain. In the cases 
under discussion, they lost their gamble—prices went up—and some 
have been unable to make up the loss. 

Such conversion has been made easier by the lax laws of some states. 
Some, including Texas, do not require that grain placed in storage be 
kept in the same premises, 

In commenting on recent charges, I want to make it clear at the 
outset that all of the facts relative to oral shortages contained in the 
recent General Accounting Office Investigation Report (No. I-17048) 
have been known to the Department of Agriculture for some time. 
These facts were for the most part uncovered by the Production and 
Marketing Administration’s Office of Audit and its Office of Com- 
pliance and Investigation. Their reports were made available to 
GAQ, and served as the basis for the reports which have now been 
released by that agency. 

That has been confirmed by the gentleman who appeared with Mr. 
Warren for the General Accounting Office and also his own statement 
today, the exeeption being that apparently they obtained more in- 
formation about the Arkadelphia deterioration case than we had been 
able to supply them. 

There has been no mystery or secrecy about the fact that the De- 
partment faced some losses through these conversion cases, or that it 
was taking definite action—including resort to the courts—to protect 
the Government’s interests in the stored commodities. When each 
case which warranted legal action has reached the court stage, the 
facts have of course been reported fully in the local press. In addi- 
tion, information on the cases which have been reported to Washing- 
ton as having reached the “court stage” has been made available freely 
on inquiry by reporters or others. 

The facts about the conversion cases have been reported widely, 
and over a period of several weeks. One leading press association, for 
instance, carried a story on the early court cases in the middle of 
December, and followed this with a much more detailed report late 
in that month. The Department gave every assistance in the gather- 
ing of the basic facts for these and other reports. We not only have 
had nothing to hide, but also have felt that full publicity regarding 
the vigorous action taken by the Government would serve as a deter- 
rent for other warehousemen who might be tempted. 

Contrary to inferences of delay in taking action with reference to 
conversion cases, the Department of Agriculture began the first of its 
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investigations in the present cases or series in January of 1951. First 
legal action was started as early as last March. Audits and investi- 
gations were pushed vieswously. and legal steps were initiated as 
rapidly as the facts justified. 

t is not possible to file bankruptcy petitions and secure indictments 
on the basis of rumors. When a warehouseman is charged with what 
in effect amounts to stealing CCC grain, it is necessary to prove cer- 
tain very definite and basic facts. This calls for a great deal of 

vareful investigation, and it may involve an extremely large amount 
of work. It would not do for our people to “shoot from the hip” in 
these cases. 

I will try to outline the CCC storage situation as briefly as possible. 
To begin with, the commodities in question are part of the stocks 
which are acquired by the Commodity Credit Corporation in carrying 
out price-support programs, or which are being held as security 
against price-support loans advanced to farmers. These total hold- 
ings currently have a value of about $2 billion. In the spring of 1950, 
inventory and loan holdings reached an all-time peak of just over $4 
billion, following the big crops of the 1948-50 period. 

I very much appreciated, may I say, the General Accounting Office 
people making mention of that fact today, because it is one of the 
main factors in the situation which has developed. 

This necessary build-up of storage operations during the pre-Korea 
period naturally brought special problems. One was the necessity of 
finding every possible facility in which reserve holdings could be 
stored. A continuing canvass was made of all available commercial 
facilities, and emergency measures were undertaken to close the gap 
when normal facilities proved inadequate. The use of ships from 
the “moth ball” fleet in the Hudson River for emergency grain storage 
illustrates the extent of the problem. 

As directed by Congress in the CCC Charter Act, the regular com- 
mercial grain and storage trade is utilized fully by CCC before turn- 
ing to emergency facilities to get commodities under cover. The 
Charter Act requires that CCC must use “the usual and customary 
channels, facilities and arrangements of trade and commerce in the 
warehousing of commodities” to the “maximum extent practicable.” 
As also directed in the Charter Act, CCC does not erect storage bins 
of its own unless it determines that “privately owned storage facili- 
ties for such commodity in the area concerned are not adequate.” 

CCC has storage contracts with some 15,000 public warehouses, of 
which about 12,500 are grain elevators. In dealing with such a large 
number of warehouses, it is to be expected that some diffieulties will 
arise from time to time. The present situation which involves less 
than 50 of these 15,000, reflects a current increase in the number of 
cases which must be handled, but it does not represent a new develop- 
ment. 

There is nothing new about cases of conversion by warehousemen. 
The first such case was encountered by CCC in 1934. The present 
increase follows the heavy storage operations after the big 1948-50 
crops. It may have developed partly from the fact that the need for 
storage facilities made it necessary for CCC to store commodities with 
more warehouses than ever before, and some of them were relatively 
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I would like to augment my statement here just a bit by reading to 
you from a bulletin of the Department issued in July 1948. This is 
the report of a case of stolen wheat, and it says: 

In the case of the stolen wheat, the thief, as manager of a country grain 
elevator, was in a good position to carry on his illegal operations. This manager 
had signed an agreement with the Commodity Credit Corporation, which finances 
certain PMA programs, to store Government-owned grain acquired under price- 
support programs. After the agreement had been in effect for some time, the 
Corporation asked the manager to load some of the wheat into boxcars for 
delivery to another point. The manager asked for permission to postpone the 
loading, giving the excuse that he couldn’t hire the men required to do the work. 
A second request from the Corporation brought another plea for postponement, 
because, the manager said, repairs to the elevator were being made. When the 
Corporation made the third request, the manager reported that his brother, the 
owner of the elevator was ill, and that the loading would just have to wait. 

Suspicious, the Corporation asked the Compliance and Investigation branch 
of the Department to look into the matter. After weeks of careful work the 
investigators proved that the Corporation's suspicions were fully justified. The 
manager, an inveterate gambler, had run into a streak of bad luck. So to make 
good his losses at poker and dice, he had been selling the Government’s wheat 
to a flour mill in a nearby city, hauling the grain away at night in his own 
trucks. He was able to hide these operations from his brother and his employees 
by juggling accounting records—juggling them so thoroughly, in fact, that even 
he lost track of what belonged to the elevator and what belonged to the Gov- 
ernment. On the basis of the evidence collected by our investigators, the man- 
ager was arrested, brought to trial, found guilty of illegal diversion of Govern- 
ment property, and sentenced to 2 years in Federal prison. Most of the $80,000, 
representing the value of the stolen wheat, was recovered by the Corporation. 

Senator Arken. Did he go to jail? 

Secretary BRaNNAN. He did, sir. This is a report from 1948 of a 
case that started almost 2 years earlier. 

Senator AIKEN. I notice he stole it. When did the word “con- 
version” come into general use? 

Secretary Brannan. This particular story does not indicate, but it 
was early in 1947. 

Senator ArkEN. I meant when did you start using the word “con- 
version?” I notice that in 1948 you referred to it as “stolen.” 

Secretary BraNNan. The point I want to make by that, gentlemen, 
is simply this: That during the period of time since we have been 
trying to make the price-support programs work effectively by pro- 
viding adequate storage, so that a farmer could put his grain in an 
acceptable warehouse and tender warehouse receipts and get a loan, 
there have been from time to time some conversions. The number 
of conversions has increased, but they have not increased any more 
than the total volume of business in the country has increased or the 
total volume of transactions of the Department of Agriculture. 

Sure, by numbers there are more cases today than there were in 1947 
and 1948, but percentagewise there aren’t any more cases than there 
were in those days, and I am still not saying to you that everybody 
in the Department of Agriculture is 100 percent efficient, because we 
just are not. 

I would like also to say that it is not fair to blacken the reputation 
of commercial warehousemen in general because of the dishonest ac- 
tions of less than one-half of 1 percent of those who have stored CC¢ 
commodities. te 

The Department of Agriculture conducts continuing audits and 
special investigations of all CCC activities, including grain storage 
operations. Whenever the established facts justify such action, the 
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Department takes immediate steps to protect its interests in grain 
shortage cases by notifying the bonding company of its potential lia- 
bility and referring to the Justice De ‘partment cases which may involve 
civil or criminal liability. Civil action may include the request for 
receivership, in cases where the concern’s assets appear to be seriously 
impaired. This permits the fullest possible recovery by the Cor- 
poration. 

I want to emphasize the fact that there has been no undue delay 
whatever on the part of the Department of Agriculture in taking 
effective action in this conversion situation. Immediately upon sens- 
ing the difficulty, we started the necessary investigations. As I 
have said, we were investigating the situation as early as January 
1951. Within a very few weeks the information was in the hands of 
the district attorneys, and positive legal action followed. In March, 
a receiver was appointed for five warehouses under one ownership in 
Colorado and New Mexico. That is the Tanner case, Senator An- 
derson. 

Other individual cases were investigated carefully during the spring 
months. When sufficient evidence was disclosed to warrant a more 
thorough study, a general audit of warehousemen in the Southwest 
began in May. All information was made available to district at- 
torneys and others, as the basis for any necessary civil or criminal 
action, and such action was taken as rapidly as possible in view of the 
careful handling necessary for involved cases of the kind with which 
we were dealing. 

Up to the present time, 12 cases developed in the current period 
have reached the court stage, and the appropriate receivership or 
other action has been initiated. In addition, a number of other cases 
of apparent shortages are still under investigation. Some of chem 
will undoubtedly turn out to be “conversion” cases for which court 
action is indicated. There are a number of additional instances of 
relatively small shortages, probably due to shrinkage or spillage in 
normal storage operations. These cases can ordinarily be settled 
without resort to court action. 

These cases if illegal action by commercial warehousemen are seri- 
ous. We have no desire at all to minimize them. At the same 
time, however, I feel that it is in the public interest to have a clear 
understanding of the relative proportions of the problem. Our 
storage men estimate that the total value of the CCC commodities 
held in the warehouses where unexplained shortages exist is likely to 
run to a figure between five and seven million dollars. We have 
reason to hope that all expect a million or less of this will be re- 
covered from bonding companies and receivership action. It appears 
that total losses cannot exceed about one-twentieth of 1 percent of 
the around $10,000,000,000 value of CCC commodities stored during 
the past 3 years. 

I would like respectfully to suggest if there is any industry or 
Government operation of any kind, perhaps outside of the opera- 
tions at Fort Knox, that hasn't had some kind of loss experience 
which would probably percentagewise exceed this, they ought to be 
complimented. 

As I have said, we do not feel that this fact minimizes the serious- 
ness of the instances of improper operations by some commercial 
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warehousemen, but it does show that the problem has not been of 
major proportions in the total storage program. 

CCC stores its grain in commercial elevators under the same basic 
procedure followed by large millers and others who utilize the services 
of country warehousemen. The only difference, in so far as con- 
version is concerned, is that CCC has some assistance from the bond 
which it requires but which is not required by a private owner of 
grain who loses grain under similar circumstances. 

In almost every elevator which is mentioned in the report there are 
private citizens, as the GAO folks pointed out today, who are identi- 
cally situated with the Government, except they didn’t have even the 
minimum bonds of 5 cents a bushel, or 1f we have had doubt about 
their credit rating, an increased amount per bushel. 

Senator Toye. May I ask a question at this point? 

The CHamman. Senator Thye. 

Senator Tuyer. Don’t they compel a warehouseman in order to get 
his license to furnish bond to protect the individual that may place 
in storage, we will say, a thousand bushels of wheat or a thousand 
bushels of corn? Some states have restrictions against any such stor- 
ages, but in the event they do allow storage, don’t they require the 
warehouseman to be bonded so he does protect any man that has stored 
grain there / 

Secretary Brannan. Under the Federal Warehousing Act and un- 
der some state warehousing acts, bonds of some character are required. 

sonds are limited in character in most cases and for our purposes were 
not satisfactory. 

Senator Toye. Not for yours, but for the individual who may have 
brought in that thousand bushels of grain, received a warehouse receipt 
for it, surely would be protected by some type of bond required of 
that warehouseman. 

Secretary Brannan. lft here are bonds, the bonds are very minimum 
in character and offer what I would characterize as very little pro- 
tection. 

There are a few large commercial enterprises who bond as we do, 
but the big bulk rely, I guess, Senator Thye, on the bond required 
under state law. In my opinion, it is a very weak reed to be resting 
upon. 

Senator Tuyr. The history is, however, that not many individuals 
who have stored a thousand bushels of wheat or corn or barley have 
suffered a loss due to failure on the part of the warehouseman. 

Secretary Brannan. The people in these elevators are going to, 
every one of them, and our point of view 

Senator Tire. You have to go into the history of these elevators to 
find if they are a fly-by-night organization or whether they have some 
history of operation and proper check and supervision as to whether 
they were properly bonded when they obtained their license. 

Secretary Brannan. That is right. 

Senator Ture. I think we need to go into that history and find out. 

Secretary Brannan. I would say, Senator Thye, I will have to check 
each individual case over again carefully, but most of these have been 
long-established warehousemen except for a few such as the man who 
let the grain go out of condition at Arkadelphia, and even he had a 
good elevator operator. The two owners didn’t know anything about 
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the elevator business, but apparently the elevator operator was reason- 
ably capable. 

Senator Ture. I asked the question primarily for information rather 
than to be critical, for this reason : If there is a loss that private owners 
may suffer due to the fact that the warehouseman is improperly bonded, 
we might well examine that in order to see whether we would want to 
make a recommendation as a committee to assure that the private 
owner, the small operator, is not suffering a loss because the warehouse- 
man was improperly compelled to furnish bond. 

The CHarrman. You are speaking of those under Federal jurisdic- 
tion ? 

Senator Tryr. Not only Federal, but from the standpoint of the 
over-all across the nation, depending wholly upon what the State laws 
are in some States relative to what the requirements of warehousemen. 
If there is any great loss suffered by the individual, I think we might 
well check into it and make certain that it is corrected either on the 
basis of our recommendations or recommendations to States. 

Senator Arxen. Did you require an additional bond in the Arka- 
delphia case? 

Secretary Brannan. Yes. 

Senator Arxen. A regular storage bond of 5 cents or 10 cents a 
bushel ? 

Secretary Brannan. A normal bond of 5 cents per bushel capacity; 
and an additional 10 cents per bushel capacity to cover the deficiency 
in assets. 

Senator Arken. Was that because you knew it was an old mill and 
a greater risk? 

Secretary Brannan. It was because the financial statement showed 
small assets. 

Senator Arken. Six hundred dollars in the bank? 

Secretary Brannan. Yes; they had a statement of $5,000, I think, 
$600 cash in the bank and $4,400 in leasehold improvements. 

The Cuatrman. How much more bond did you require? What did 

‘that amount to? 

Secretary Brannan. That was 15 cents times the capacity in bushels. 

The Cuatrman. Someone referred to a $60,000 bond a while ago. 
Was that in the Arkadelphia case? 

Secretary Brannan. Yes. 

The CuarrMan. So that you must have required a bond in excess 
of 10 cents per bushel. 

Secretary Brannan. Yes. Five cents per bushel capacity as the 
minimum requirement and 10 cents per bushel to cover the deficiency 
in assets. 

Senator Arxen. The bond was evidently for more than the capacity 
possibly in anticipation of filling the rest of that. 

The Cuarrman. One hundred and seventy thousand times 15 cents 


doesn’t make 60,000. 
Senator Arken. Part of the place was not filled. Part of it was 


stored in sacks. 

The Cratrman. It might be well to find out why it was that the 
bond in the case of the Arkadelphia storage was $60,000. 

If that is true, was it because of the fact that the assets of the ware- 


houseman were small ? 
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Mr. Getsster. That is right, our procedure provides when the finan- 
cial statement reveals a low amount of assets, the PMA Commodity 
office requires a larger bond. 

The Cuamman. What was the number of bushels in this particular 
case ¢ 

Secretary Brannan. One hundred and seventy-nine thousand. 

The Cuarmman. So that at the regular 15-cent rate, it would have 
been less than a $20,000 bond. 

Mr. Geiss_er. The regular rate is 5 cents per bushel on capacity 
and then our procedure provides there should be, in the case of a low 
financial statement, an additional 10 cents per bushel bond. In this 
case, I can’t explain why it went up to $60,000 unless there was some 
additional capacity there that was not used. 

Mr. Kruse. One hundred and twenty-five thousand bushels was in 
the elevator storage and 256,000 bushels was in flat storage. -That 
makes a total of 381,000 bushels. 

The Dallas office raised that to 400,000 bushels as a margin of 
safety, and then applied the 15 cents per bushel. When you take the 
400,000 bushels times your 15 cents, that is how you arrive at $60,000, 

Senator Arken. The 400,000? 

Mr. Kruse. Yes. 

Senator Arken. One hundred and seventy-nine thousand only 
stored there. How can it be 400,000? Was the bond a lump sum or 
on a bushel basis? 

Mr. Getssier. On a lump-sum basis. 

Secretary Brannan. After having been computed, the bond has no 
relationship to bushels from that time on. 

The Commodity Credit Corporation and other grain is often stored 
on a “commingled” basis. Any’ shortages resulting from “conver- 
sions” affect commercial holdings just as they do the CCC stocks. In 
other words, conversion losses are not peculiar to Government storage. 
Private companies with grain in the warehouses face the same po- 
tential losses. 

Two specific questions are likely to be raised about the Corpora- 
tion’s commercial storage operations. 

The Cuarman. Before getting away from that subject, do you 
know the extent to which those who own grain and who store it in 
the same warehouse as the Commodity Credit sustained losses ? 

Secretary Brannan. Senator, we do not know that, but it is con- 
stantly being developed in the bankruptcy and receivership proceed- 
ings, where these people, after public notice or specific notice if their 
names are on the books, come in and file their claims. 

As the General Accounting Office folks pointed out this morning, 
maybe some of these people just issued warehouse receipts without 
any reference to anything, including recording it carefully on their 
books. 

Until the number of outstanding receipts has been determined, you 
really can’t begin to measure all aspects of the problem. 

One would have to do with bonded protection against loss, and the 
other with inspection to try to guard against any “conversion.” 

Warehouses with CCC contracts for storage are ordinarily required 
to take out bonds sufficient to cover any normal loss of volume or 
quality in the storage operation. These bonds help cover loss from 
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“conversion.” Bonds high enough to cover the total value of all com- 
modities which may be stored in the warehouse at any time, however, 
are not required. To do so would raise the storage cost far beyond 
any probable loss through the sort of individual conversion we are 
discussing. 

I might also point out it would, of course, raise the storage costs 
of the grain, which would add to the price of the grain as it moves 
into commercial channels. 

The same general principle holds for inspection. We proceed on the 
assumption that commercial warehousemen are honest businessmen, 
and we do not attempt to police their daily operations. To do so, even 
if it were desirable, would require the recruiting and training of a 
very large inspection force to cover the many thousands of warehouses 
involyed in the CC€ storage contracts. Again, the cost would be far 
beyond any “conversion” losses. 

I am very glad indeed that the committee is looking into this whole 
question of storage shortages and conversion cases. Partial reports, 
based on incomplete or inaecurate information, result in misunder- 
standings which ean do serious harm to a sound and efficient program. 

We are confident that you will agree, when all the facts are under- 
stood, that the Department and its staff of loyal, able public servants 
are carrying out a big and vital operation in a highly commendable 
manner. 

The Cuatrman. Mr. Secretary, among the losses that the report of 
Mr. Warren indicates is the one at Arkadelphia, Ark., and it was 
stated this morning that you may not be able to recover on the bond, 
the $60,000 bond. Is that true or has that been brought to a point of 
focus yet to determine whether or not there would be any opposition 
on the part of the bondsman to pay whatever shortage there may be? 

Secretary Brannan. Mr. Chairman, I am not prepared to argue 
with the investigators who have some doubt about this. Our folks 
feel quite confident that the bond is good and can be made effective 
in this case. Although, as pointed out, the exact scope of the bond to 
cover all kinds of situations will have to be examined into. 

The CuarrMan. It was also testified this morning that more wheat, 
more grain, was placed in this warehouse than would be permitted 
under the regulations. If that is the case, who is responsible for it? 

Secretary Brannan. Mr. Chairman, in our opinion, that was the 
responsibility of the office at Dallas, and the people in charge of the 
office. 

The CuHatmrman. You mean your own people? 

Secretary Brannan. Yes, sir. We are not without sin, and I 
am not trying to represent that we are. I think some bad judgment 
has been exercised by some of the people, by people in charge of our 
Dallas office, and without it being on a broad seale, we would not have 
taken the steps with regard to them that were discussed this morning. 

The CHarrman. Was that ever brought to the attention of your 
office here in Washington ? 

Secretary Brannan. The Arkadelphia case? 

The Cuarrman. Yes. 

Secretary Brannan. It was not, sir, except some information about 
the unavailability of complete files on the Arkadelphia case. 

The Cuatrman. When was that brought to your attention? 
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Secretary Brannan. That has been just about 30 days ago when 
we first became aware of it, and I want to say very frankly that with 
respect to the Arkadelphia case, the General Accounting Office de- 
veloped some of the facts which we had not to that time developed. 

The Cuamman. What about all these other cases mentioned by Mr. 
Warren? Were they brought to the attention of the authorities here 
in Washington at the proper time / 

Secretary Brannan. ‘They have been brought to our attention. As 
a matter of fact, the legal proceedings have been reviewed by our 
office. 

The Cuarrman. Was there any negligence or delay on the part of 
any of the representatives in the Dallas office in making this informa- 
tion that was afterwards developed available to the authorities here 
in Washington ? 

Secretary Brannan. Well, I don’t want to be too tough on the 
fellows down in the Dallas office. I am sure they would be entirely 
correct if they said, “Well, we brought this to the attention of the 
Washington office.” But the context in which it was brought to our 
attention makes a great deal of difference, as to whether you could 
pass any responsibility on to anybody in Washington for the failure 
to urge the man to do his duty. It required no supervision of the 
man in the Dallas office to know that it was time to follow up on a 
shipping order. 

The Cuarrman. That was going to be my next question to you, as 
to whether or not these people in the Dallas area acted in time, 
whether they performed their duty there as they should. 

Secretary Brannan. Well, Senator, may I answer it in two phases. 
In my opinion, if the Good Lord. had been the manager of the Dallas 
office, He would not have prevented the initial conversion, ‘hose 
people thought they saw a chance to make 50 cents a bushel, and the 
presence—— 

The Cuarrman. The warehousemen ? 

Secretary Brannan. Yes, the warehousemen; and they are way out 
in the country. They thought they saw a chance to make the money 
and they would have taken the chance just as the money changers 
stayed in the Temple even though Christ was there Himself. 

I don’t think anybody in the Dallas office could have prevented those 
people out there from taking the chance on making the 50 cents or 
more a bushel. 

I do think, however, that when the orders, the shipping orders, 
began to be delayed in execution, that we probably could have moved 
in a little more vigorously. But I am not prepared to say if we had 
moved in the day after the conversion took place, that we would have 
saved another nickel. 

Senator Ture. Might I ask a question in this connection ? 

He stated that the warehousemen had an opportunity possibly to 
make 50 cents a bushel. Is it possible for the warehouseman to sell 
without buying futures or in any sense hedge and protect himself? 
Is it possible for him to do that? Can he dispose of all the grain that 
you have under contract with him with the idea that grain prices may 
drop in the next 6 months and he can refill his warehouse? Can he 
dispose of a bushel of grain that is stored with him under a Com- 
modity Credit Corporation warehouse storage contract? 
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Secretary Brannan. In no place in the United States can he do it 
without violating the contract he has with the Government, but in 
Texas he may be able to do it without violating State law, if he can 
satisfy warehouse receipts on demand. 

Senator Ture. Without violating the State law of Texas? 

Senator Kem. That is Arkansas. 

Secretary Brannan. We are talking about conversions, and there 
are no conversions in Arkansas. 

Senator Kem. Arkadelphia. 

Secretary Brannan. That is a deterioration case. 

Senator Ture. The grain weevil. If I may follow this further, 
the State law in Texas is such that a warehouseman can dispose of any 
grain he has under a warehouse contract. Is that right? 

Secretary Brannan. He has an obligation only to be able to deliver 
the quantity and quality of wheat on the day that it is called for. 
That is my understanding of the State law. 

Senator Ture. When he enters into a contract with the Commodity 
Credit Corporation, any time he disposes of any grain without an 
order in his possession from you asking him as a warehouseman to 
ship under a specific order the grain that you have stored there, any 
time that he ships a bushel of grain contrary to an order from the 
Department of Agriculture, or the administrator of the Commodity 
Credit Corporation, he is in violation of law and subject to prosecution. 

Secretary Brannan. He is in violation of a contract, no doubt about 
it. Whether the violation of a contract with the Government is a 
violation of the criminal law is another question. I am not prepared 
to answer it. 

Senator Ture. If an individual disposes of grain upon which you 
hold a chattel mortgage, which is part of the Commodity Credit Se 
poration loan, he is subject to all the penalties of disposing of mort- 
gaged property, is he not ? 

Secretary Brannan. That is right, and if the warehouseman sells 
our canned goods under even the Texas law, it is my understanding 
he would be liable to a criminal violation, but fungibly stored grain 
represents special problems. 

Senator jee Was all the property or the grain that was con- 
verted Government-owned or was some of it grain on loan? 

Secretary Brannan. Senator, I think 

Senator Arken. If it was partly on loan and partly owned, who 
gets first chance at what is left? 

Senator Brannan. I think our statement indicates here it was 
partly on loan and partly Government-owned, but by now it is all 
Government-owned. 

Senator Arken. It has to be now. 

Secretary Brannan. It has to in our course of procedure, you see, 
because the loan is called. 

Senator Arken. Suppose the owner of the grain had his grain con- 
verted while it was on Government loan and then the price went up 
30 cents and he wanted to withdraw it and sell it or he would lose that 
30 cents. Who is his claim against? 

Secretary Brannan. I should refer that to Judge Hunter. That is 
a highly involved question. 








STORAGE AND PROCESSING ACTIVITIES OF CCC 67 


But, Senator, may I say that it probably is not as pertinent as it 
could be because Mr. Geissler says that so far as we know, all of the 
grain was Government-owned in these cases. 

Senator ArkeN. I would gather so, but I wanted to be sure. 

The CHarrMan. On the question I was asking a while ago, are we 
to understand that the representatives of the CCC at the Dallas office 
bad full authority to act? 

Secretary BRanNAN. Completely and clearly and did act in most 
cases, except loading orders sent to warehousemen were not promptly 
followed up. 

The CuarrmMan. Have you found out why it was that those orders 
weren't sent! Did you pursue that when you found it out? 

Secretary Brannan. Tos sir. It is purely a personal equation. 
My own feeling is that there is no fraud on their part, there is no 
participation in any gain by reason of the fact that * ate didn’t follow 
up promptly on loading orders. As far as we know, it was bad 
management. 

The CuHarkMaNn. In all of the investigations that have been made 
through the CCC audit and control, did you find any wrongdoing 
by any of the persons employed by the CCC? 

Secretary BrannAN. In connection with the grain conversion cases, 
none. 

The CHarmman. None? 

Secretary Brannan. None at all. 

The CHarrman. So that the difficulty has arisen because the ware- 
housemen didn’t perform their contracts; is that right? 


Secretary Brannan. Discharge their trust. 
The CHarrman. Discharge their trust. 
Secretary Brannan. That is all. 


The CuHamman. Any further questions? 

Senator Hoey. I have no questions. 

Senator Jounston. I have no questions. 

Senator Hottanp. No questions. 

Senator ANperson. I want to ask whether it was the policy of the 
Washington office or the Dallas branch office not to make the original 
and subsequent examinations of grain warehouses. 

Secretary BrRanNAN. Senator Anderson, we have a very limited 
staff, and I am sure the committee will understand me when I say, 
because I am not saying it in a critical sense, we had as many people 
as we could pay. Our regular investigations or checks were limited 
to the condition of the grain, because the task of trying to ascertain 
volume of commingled grain against all of the warehouse receipts 
that the warehouseman might have in possession on a given day would 
be a herculean task. 

You would have to stop the warehouseman’s business almost or 
maintain a running inventory for a considerable length of time to do 
what would constitute a reasonably satisfactory job of ascertaining 
that he did not have more warehouse receipts outstanding than he had 
grain in that bin. 

Senator Anperson. Is it not true that all over the United States the 
same policy existed, that no regional office made any examinations 
of their quantity of grain? 

Secretary Brannan. That is right. They made quality and con- 
dition checks; that is correct, sir. In other words, we relied on their 
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honesty. We relied on the honesty of these people, and again I say 
the presence of the Good Lord wouldn’t have stopped those fellows 
from taking what looked like a lead pipe cinch to make 50 cents a 
bushel. 

Senator Anperson. These two men in the Dallas office got fired 
because of these charges? 

Secretary Brannan. No; they didn’t get fired because of the losses. 
They got suspended because they didn’t run their office well. The 
fact—any intimation that White and Solomon did something which 
encouraged the warehouseman to violate his trust, of course, is very 
unfair to Solomon and White, on the first hand, and giving them an 
awful lot of credit for being able to do any such thing, and on the 
second, they couldn’t have done that. 

But this situation, plus their own office budgetary situation, their 
inability to keep their staffs within their funds, and the inability to 
keep their records accurately, so as to be able to move as rapidly as 
they should have in some of these cases, all is involved in their 
dismissal. 

Senator Anperson. Did Mr. White address a memorandum to Mr. 
Kruse on September 19 with reference to this problem, listing the 
cases that were short ? 

Secretary Brannan. Surely. 

Senator Anperson. Was it only 5 cases that, as testified by the 
General Accounting Office—or were there 18 or 19? 

Secretary Brannan. I don’t remember the number in the memo- 
randum. 

Mr. Kruse. I don’t remember the exact memorandum. 

Senator ANperson. You do recall the memorandum, do you ? 

Mr. Kruse. Yes; and, in fact, I think I requested a report from Mr. 
White. 

Senator Anperson. When he sent you that, did he ask for help ? 

Mr. Kruse. Yes. 

Senator Anperson. Did he ask that Ed Shulman be sent out to 
help him prepare cases? 

Mr. Kruse. I don’t remember. 

Senator Anperson. Did he ask you that in a telephone conversation 
on the 10th day of October? I am not critical for your not sending 
Mr. Shulman. I know how valuable Mr. Shulman is, and you 
couldn’t possibly send him all over the United States. 

I think the situation is exactly what the Secretary referred to. 
You have a tremendous glut of grain in storage and no regularly 
established places to take care of it, and your grain-storage program 
has gone along very well. You never have had the inspection policy— 
that is, the inspection policy of the Grain Branch has been for years 
not to have inspection of quantities of grain. It works out well in 
normal years, but when you can’t go, to the normally established 
houses, you get into trouble. 

Secretary Brannan. In the Arkadelphia case there were two in- 
spections in about 8 months, both of them showing grain sadly out 
of condition, and not one action of any kind was taken. I am talking 
about the personnel problem. 

Senator Anperson. I would say that was a reflection on the people 
that did it. 

Secretary Brannan. That is apropos of the personnel problem. 
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Senator ANpDerson. My point is, it is impossible to blame particular 
individuals. Inthe grain program you don’t have inspection, couldn't 
possibly have inspection, and if you tried to check the amount of grain 
in Kansas City, for instance, today, that belonged to the Commodity 
Credit Corporation, you couldn’t do it, because you couldn’t separate 
it from the other grain. 

The Department has had to depend on the integrity of these large 
terminal operators for years, and has done so for years, except during 
the times when you have a heavy glutted program. 

I think the people in the Dallas office were aware of their problems, 
knew they were in trouble, pleaded for somebody to come down and 
clean it up, and hoped that Mr. Shulman here today might have 
come down to clean it up; but there aren’t enough hours in the day 
for everybody to do everything that has to be done. I think that is 
the unfortunate part of the whole Dallas situation. 

The CHarrman. Any further questions ? 

Senator Hickenlooper / 

Senator HicKeENLoorer. No. 

The CHatrMan. Senator Kem? 

Senator Kem. Did I understand, Mr. Secretary, that your position 
is that there has been no misconduct or negligence on the part of any 
of your people in connection with these grain shortages. 

Secretary Brannan. My position is, Senator Kem, that the respon- 
sibility for the grain conversions, so-called, rests right squarely on the 
shoulders of the people who operated and owned the elevators and 
who did the conversion. The conversions were perpetrated by them 
w their employees. 

Senator Kem. Your position is that there is no misconduct or negli- 
gence on the part of any of the Commodity Credit Corporation 
oftici lals ¢ 

Secretary Brannan. None which contributed in any way, shape, 

- form to inducing those fellows to commit the conversions. 

‘daaioe Kem. You realize in taking that position you are directly 
contrary to certain definite statements made in the General Account- 
ing Office report 

Secretary Brannan. I am sure I am not. I don’t understand that 
there is any difference. 

Senator Kem. Let’s see. Here in par igraph 2, it says 

Secretary Brannan. Paragraph 2, what page ‘ 

Senator Kem. Page 1 of the summary of interim report, paragraph 


B: 


Commodity Credit— 

The CHairMan. What page? 

Secretary Brannan. First page of the summary of the report. 
The CHarrmMan. Yes. 

Senator Kem. Paragraph B: 





Commodity Credit Corporation approved the uniform grain storage agreement 
without inspecting the facilities, investigating the Southern Grain and Storage 
Co., or consulting State or county PMA officials. 

Secretary Brannan. Now, Senator, you are again talking about the 
case of deterioration in grain, and not the conversion case. Southern 
Grain and Storage Co. is the Arkadelphia case. 
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Senator Kem. I am talking about the cases covered by the report 
we are considering today. I am talking about all of the cases. 

Secretary Brannan. You are reading B, and that deals exclusively 
with Southern Grain and Storage Co. 

Senator Kem. I am talking about every case covered by this report. 

Is it your position there has been misconduct and negligence in the 
deterioration cases but not in the conversion cases? Is that what you 
want us to understand? 

Secretary Brannan. I want you to understand, Senator Kem, that 
nothing done by any Federal employee that we know about—and I 
think this is exactly the same position as far as the Comptroller Gen- 
eral is concerned—induced the people to commit the illegal acts which 
they committed. 

Now, the deterioration case really doesn’t fall into the class of com- 
mitting an illegal act, though it wasn’t an intelligent act. That is what 
I want to make clear. 

Senator Kem. Are you justifying today the action of the CCC with 
respect to the Arkadelphia case or are you accepting the criticism of 
the Comptroller General’s office? 

Secretary Brannan. We are accepting the criticism as being sound 
and correct. We just don’t think there is very much to be said in 
defense of the way the Arkadelphia case was handled. 

Senator Kem. So there was negligence in that case? 

Secretary BRANNAN. Yes; in the Dallas office. Why somebody after 
the first inspection didn’t immediately send a shipping order is a little 
hard for all of us to understand. 

Senator Kem. Now, then, in paragraph E—— 

Secretary BraNNan. May I also add that—they did send it a little 
late and then the warehouseman didn’t honor it. 

Senator Arxen. The deterioration was discovered 2 months after it 
was put in, and shipping orders were put in, and they got into a row 
over who was to fix the spur track, and nobody fixed it, and the grain 
didn’t go out for about a year. 

Secretary Brannan. The reason we didn’t get enough moved so 
that the warehouseman could turn the grain—— 

Senator Kem. To that extent the criticism of the General Account- 
ing Office is sound and true; is that correct ? 

Secretary BRANNAN. To that extent the Department of Agriculture 
people are less than perfect; yes, sir. 

Senator Kem. Now, then, paragraph E of the same report, I read: 

Through the negligence of the Commodity Credit office and the Southern Grain 
and Storage Co., the grain spoiled to the extent that there was a gross loss in 
value of approximately $147,400. 

The same would apply to that? 

Secretary BraNNaN. You are talking about the same place. 

Senator Kem. That is a sound criticism, is it not? 

Secretary Brannan. That is their estimate of the amount of loss. 
At this stage I don’t think the General Accounting Office says that 
is a fact. That is their estimate of the amount of loss. We may be 
more optimistic about the loss than the General Accounting Office, 
but they have a right to their opinion and we respect it. 

Senator Kem. You said something in this letter, previously referred 
to, that you wanted an opportunity to state your side of the case. 
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You have been accorded your opportunity, and you agree those two 
criticisms are sound, just, and proper; is that correct ? 

Secretary Brannan. All right, I said we don’t purport to brush 
away the Arkadelphia case. 

Senator Kem. dn the next page: 

Responsible administrative officials failed to take any positive action to protect 
the interests of the United States, in the face of possible and even probable losses 
involving several million dollars, until forced to do so by formal reports of the 
Audit and Compliance Office of the PMA, and general public knowledge regarding 
certain well-publicized shortages. 

Is that a fair statement? 

Secretary Brannan. You are talking about the two men in the 
Dallas office again, and I am not inclined to “jump” on them any more 
than is absolutely necessary, Senator Kem. 

Senator Kem. Are you prepared to accept that statement as correct ? 

Secretary Brannan. I am not prepared to accept it with the impli- 
cation you put on it. 

Senator Kem. I haven’t put any implication on it. I read the 
language of the report. 

Sec retary Brannan. You are putting the implication on it that the 
Audit and Compliance Division of PMA isn’t part of the administra- 
tive structure of PMA. In other words, one branch of PMA comes in 
and says that this ought to be done, and the other branch was slow in 
operating. The branch that was slow in operating refers to the two 
folks at the Dallas office, who have been discussed here so much today. 

Senator Kem. I don’t know what implication you referred to. I 
haven’t said anything about it. Iam simply reading you the language 
of the report, and I asked you if it was a fair and just and proper 
criticism. 

Secretary Brannan. But what I do not want to be construed as 
agreeing with in any way, shape, or form, is that responsible adminis- 
trative officials means anything other than the folks in the Dallas 
office. 

Senator Kem. You will accept that as far as the Dallas oflice is 
concerned but not otherwise ¢ 

Secretary Brannan. I would have to say to you, too, Senator Kem, 
as Senator Anderson pointed out here, that maybe if we had the money 
to have employed a dozen or two auditors more on the staff, if we had 
had funds to employ some more inspectors and sent them into the 
Dallas office, we might have moved more expeditiously than we did. 

Senator Kem. Couldn’t you with advantage to the public service 
spend less money on certain phases of the activities of the Department 
and more money on this? 

Secretary BrRannAN. Senator Kem, that is a matter of judgment, and 
I would appreciate your suggestions and recommendations on where 
we could cut down in order to do this. 

Senator Kem. What would you say about a suggestion that you cut 
down on the cost of your publicity staff ? 

Secretary Brannan. I would say to you, Senator Kem, that the 
fundamental charter of the Congress which created the Department of 
Agriculture was for the purpose of developing and disseminating 
knowledge and information. We are in the process of intensive re- 
séarch into all of the aspects of American agriculture, and as fast as 
we can learn significant new facts, making them available to the 
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farmers of America by and through the facilities of the Department, 
and principally through the facilities of the land-grant colleges. 

If you are going to change the fundamental characteristic and 
dedication of the Department of Agriculture and make it into an insti- 
tution which develops information and locks it in a vault, let’s do away 
with our information staff. 

Senator Kem. To what extent has the PMA and the local agencies of 
PMA been used for that purpose? 

Secretary Brannan. What purpose, sir? 

Senator Kem. Publicity. 

Secretary Brannan. Disseminating knowledge of the Department? 

Senator Kem. For political purposes. 

Secretary Brannan. None whatsoever. 

Senator Kem. Do you recall a meeting at St. Paul about a year ago? 

Secretary Brannan. I do. 

Senator Kem. Did you speak at that meeting? 

Secretary Brannan. I did, sir. 

Senator Kem. Did Senator Humphrey speak at that meeting? 

Secretary Brannan. He did, and Senator Thye was invited. I 
forget why he wasn’t there, but he would have been there if he could 
have been. 

Senator Kem. Did you hear anything said of a political nature? 

Secretary Brannan. Well, that is a relative question, I don’t quite 
know what you would call Senator Humphrey’s speech, and I don’t 
know how we would have characterized Senator Thye’s speech if he 
had gotten there. 

Senator Tuyr. You have no record of Senator Thye’s speech, but. 
you do have a record of your own and you have a record of the other 
speeches made. 

Senator Kem. You heard Senator Humphrey's speech. Would you 
characterize it as strictly nonpolitical in character ¢ 

Secretary Brannan. I would characterize it as a typically good 
Senator Humphrey speech. 

Senator Kem. Were any of the persons who journeyed to St. Paul 
to hear Senator Humphrey’s speech on that occasion paid out of funds 
of the Department of Agriculture ? 

Secretary Brannan. Well, I think we ought to let the record show 
here that the House committee under Chairman Buchanan went into 
this whole situation very elaborately, took a considerable amount of 
testimony and evidence, and filed a very comprehensive report. 
Frankly, I stand on the report as far as my disposition, my attitude 
toward the St. Paul meeting is concerned. 

Senator Kem. I failed to make myself clear. I asked you if any 
of the persons who came to St. Paul for the purpose of hearing these 
speeches were paid by the Government. 


Secretary Brannan. Of course, the report says they were not. 
Senator Kem. Is that correct? 
Secretary Brannan. In my opinion, that is absolutely correct. 


Now there are people who attended a series of meetings at St. Paul for 
which they received very nominal sums of money, averaging about 
$6 per day, if I remember, who spent 2 days in departmental business, 
getting ready to carry forth the program for the following year, who 
also attended the meeting where Senator Humphrey spoke and Sena- 
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tor Thye was supposed to speak. I don’t think anybody character- 
ized my address on that occasion or remarks as in anywise political. 

Senator Kem. Was there mileage also paid by the Government? 

Secretary Brannan. A few of the fellows claimed mileage expenses. 

Senator Arken. To keep the record entirely clear, we should say 
the invitation was for the second day, and the first day was the day 
when the officials spoke. The second day was the day you and Senator 
Humphrey spoke. 

The CHatmrman. Was that meeting called especially to hear Sena- 
tor Humphrey, you, and Senator Thye? 

Secretary BRANNAN. It was not. 

Senator Kem. Was a per diem paid for that day? 

Secretary BraNNan. Senator Kem, if you had advised me you 
wanted to go into the St. Paul meeting, I would have reread the report 
by the Buchanan subcommittee, but T unfortun: ately did not. 

Senator Kem. You are complaining that you haven't sufficient 
money in the Department to carry out properly this particular fune- 
tion of storage of grain. You asked me if I knew where some money 
could be saved. I think that was a proper question for you to put 
to me. I am suggesting to you some things that have come to my 
attention, and it seems to me that is a logical thing for me to do. I 
don’t think you were out of order and I don’t think I am out of order. 

Sec _ iry Brannan. I shall be guided by the wishes of the chair- 
man, but I had thought you might make those suggestions at another 
time when we wern't concerned with these conversion cases. How- 
ever, I am willing to receive them at any time. 

Senator Kem. If you didn’t want me to make the suggestions, why 
did you ask me to do so? 

Secretary Brannan. I just said I am willing and very happy to 
have them any time you want to make them, and if it is the will of 
the committee that we change our consideration to that, I am as 
agreeable as anybody. 

Senator Kem. Obviously, we are getting far afield, but I do think 
it is fair for me to say that if I have gotten afield, it was at your 
invitation. 

Let me ask you a few more things. In paragraph L of this second 
page of the interim report, it reads: 

Loading orders were canceled and/or amended without apparent justification. 
In numerous instances stop-storage dates have been extended for several months, 
resulting in additional storage costs, opportunity for the warehouse to cover 
shortages and/or conversions, if they existed, and with no apparent benefit to 
the United States. 

Do you regard that as a fair and just and proper criticism ? 

Secretary Brannan. There is some basis for that in the conduct 
of the two people at the Dallas office, but, now, let me remind you again, 
the only person in the world who couk l issue a loading order, a loading 
out order, or had custody of warehouse receipts were the people in the 
Dallas offic ‘e, and we have talked about them, and we have taken action 
with respect to them. 

Senator Kem. Were these people in the Dallas office stric tly on their 
own! Didn’t they have any supervision? Isn’t there any responsible 
authority over them 

Secretary Brannan. Of course, they have supervision, but nobody 
supervises them to the extent of saying, “You issue a shipping out 
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order to X today; or you issue a shipping out order to Y tomorrow,” 
because if we are going to supervise them that closely, we might as 
well put the supervisor in charge. 

Senator Kem. Under whose supervision were these gentlemen in the 
Dallas office at the time these transactions occurred ? 

Secretary Brannan. The line of authority was from them to Mr. 
Kruse to Mr. Trigg, later Mr. Geissler, to me. 

Senator Kem. All of those you mentioned will be available as 
witnesses in this hearing, will they not? 

Secretary Brannan. They are all here except Mr. Trigg. 

Senator Kem. He is in town, isn’t he? 

Secretary Brannan. I don’t know, sir. 

Senator Ture. He is with another agency of Government, however. 

Senator Kem. Just one more question, Mr. Secretary. In para- 
graph N of this interim report, I read: 

There was unwarranted delay by the Dallas Commodity Office in submission 
of known conversion cases to the proper legal officer of the Department. 

Was that a proper criticism and a just statement ? 

Secretary Brannan. Well, I would like to sit down objectively with 
the General Accounting Office people, and I am sure we will have the 
opportunity, and see how much real substance there is in it. Maybe 
those cases have not moved as fast in many people’s opinion as they 
should, but two elements must be weighed. 

First of all, with the staff available. could they have moved them 
any faster and be certain and sure ¢ 

Second, did the fact that we failed to move all the cases faster to 
the district attorney, or to the regional attorney, result in any losses 
beyond those which may be sustained ? 

I think those two questions require 2 very minute examination of 
each transaction. At the end of the road, when we have liquidated 
and said, “That is all we can do in this case,” when we reach that point, 
then we can go back and make our judgment on these matters. It is 
entirely proper for the GAO to raise the questions. I am not arguing 
with the fact that they have raised it. 

I respectfully submit to them that it might be a little premature 
to draw that as a final conclusion, maybe as a preliminary observation 
it is all right. 

Senator Kem. In that respect your view today is entirely different 
from that expressed on January 14 in your letter to Chairman Ellen- 
der; we can say that, can we? 

Secretary Brannan. My view today? 

Senator Kem. On that day you felt that the charges were without 
merit. 

Secretary Brannan. There are no charges in here. I wasn’t ad- 
dressing myself to charges. 

Senator Kem. The charges are in the report, aren’t they? I just 
read you very critical language, wouldn’t you call that a charge? 

Secretary Brannan. I don’t know. GAO calls it a summary of 
an interim report. I don’t think they call it a “charge.” 

Senator Kem. When I introduced a certain resolution in the Senate, 
you referred to it as a political charge, didn’t you? Isn’t critical 
language the same as a charge, or is there some distinction ? 

Secretary Brannan. This is a summary of an interim report. 
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Senator Kem. When you said in your opinion the summary of the 
interim report was without merit—— 

Secretary Brannan. Senator Kem, this report, as Mr. Warren 
pointed out, is taken from material in the Department of Agriculture. 
As a matter of fact, if you will observe, on page 8, starting with the 
words, “Delayed in loading out,” running all the way through the 
balance of that page and on down to the next to the last paragraph 
on the following page, it is a verbatim copy of our own report pre- 
pare dl long in advance of this one. 

Senator Kem. This letter, I understand, is past history, and you 
are sorry you wrote it, and Senator Aiken is sorry he got it. 

The CuarrMan. I am the one who got it. 

Senator Kem. I do note in the letter that on that day you were talk- 
ing about “irresponsible charges against the grain storage program 
in the last 60 days. The one yesterday dealt primarily with the con- 
version by the private grain trade of grain.” 

In other words, the one vesterday—that was this one here—is cer- 
tainly referred to there as an irresponsible charge against the grain 
storage program. 

That is all I have to say, Mr. Chairman. 

The Cuatrman. Any further questions? 

Senator Anperson. May I return to the question I asked earlier? 

The Cuateman. Yes. 

Senator Anperson. I am trying to find out whose job it is to take 
these people who are short and not just bring a civil suit or a com- 
promise settlement, but to bring criminal action against them. GAO 
says it isn’t their responsibility. Is it the responsibilitv of the De- 
partment of Agriculture, and has an effort been made to do that ¢ 

Secretary Brannan. Senator Anderson, I think the responsibility 
for preparing the case and referring it to the United States District 
Attorney for civil and criminal action is the responsibility of the 
Department of Agriculture. 

Whether or not the United States District Attorney files a suit is, 
of course, up to him in his final discretion. 

We, as you must well remember from your own experience, prepare 
every case of this kind for the consideration of the United States 
Attorney or of the Attorney General. Some cases we do not refer to 
him. We exercise judgment on the basis of specific criteria under a 
written agreement with him. 

Therefore, the responsibility is ours, and I respectfully submit to 
you we have discharged it in what I consider a very remarkably rapid 
rate. 

I would like to read you the list of occurrences in the Tanner case to 
demonstrate how fast our folks have moved and where we are right 
now. 

The CHarrman. Will you tell us what the Tanner case is? 

Secretary Brannan. The Tanner case involves a corporation known 
by the name of Tanner, Inc. Its headquarters were Cortez, Colo. It 
had 5 elevators, 2 of them situated in Colorado, 3 of them situated in 
New Mexico. The owner of the corporation, the exclusive owner, I 
think, except for a few shares of stock scattered in his family, was 
Harold D. Tanner, who was president of the corporation. 

He stored dry pinto beans, because they are cielead | in the area of 
Cortez, Colo., and over the line in New Mexico. 
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He had, in 1948, 144,353 bags or hundredweight of No. 1 beans; and 
in 1949, 46,443; in 1950, 6,401. He also had 66 bags of No. 2 beans in 
1950. His shortage in 1948 was 80,513; in 1949 it was—— 

The CHarrMan. 80,000? 

Secretary Brannan. 80,513 bags in 1948. In 1949 it was 46,443; 
and in 1950 the shortage was 6,467 bags. 

In other words, he was short 133,423 bags. 

Senator Arken. Short that much in each year? That was not a 
cumulative shortage ? 

Senator Munpr. How much is a bag of beans worth in dollars and 
cents ¢ 

Senator Anperson. About $7.10. 

Secretary Brannan. Prices have ranged about $3 per bag up to 
about $16 per bag during the war. At present the price is about $7 
per bag. 

Senator Anprerson. And the average on these was about $7.10. 

Secretary Brannan. The value of the shortage, according to the 
computations of the receiver is about $881,564. 

We have some additional claims against him for charging us for 
storage when he didn’t have the beans, and a few other things like 
that, which brings the figure to the sum total of $905,139. 

Senator Tyr. How many years did you permit him to operate while 
he showed a shortage? 

Secretary Brannan. We moved—well, if I may ask you to hold 
that question, it is coming up in the next few steps. The minute we 
discovered it, the minute our suspicion was aroused, we moved in 
with what I think you will say was very expeditious action. 

I just want to say that on the elevator at Gallup, N. Mex., we had a 
CCC bond of $40,500 and a United States Warehouse Act bond of 
$40,500: at Dove Creek, Colo., a CCC bond of $10,000: at Cortez, 
Colo., a United States Warehouse Act bond of $31,500, and at Dove 
Creek, Cortez, Cahome, and Pleasant View, Colo., a United States 
Warehouse Act bond of $58,000, making a total of $180,500. These 
bonds cover different periods. 

We entered into an agreement to store beans in his elevators in 1948. 
We took over beans on May 1, 1949, and in May of 1949 we stored about 
144,000 bags with Tanner and stored some more subsequently. 

On November 12, 1950, a shortage in the Gallup warehouse was dis- 
covered by the United States warehousing examiner. On January 4, 
1951, we began our investigation, the Commodity Credit Corporation 
at Dallas began its investigation. 

On January 19 to 23, 1951, we took an inventory of the various 
warehouses. 

Senator Torr. What year? 

Secretary BranNaAN. This is now in 1951. 

Senator Ture. The year 1951? 

Secretary Brannan. Yes, sir. On February 

The Cuatrman. It was called to your attention in November of 
1950 ¢ 

Secretary Brannan. Yes, sir; November 12, 1950. We had com- 
pleted our inventory by January 23, 1951, and on February 21, 1951, 
we instituted civil action No. 3507 against Tanner’s, Inc., and Tanner 
individually in the United States District Court for Colorado. 
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On February 23, 1951 the private property of Tanner and of the 
company was levied upon, so that he couldn’t make any further dis- 
posal of assets. His bank accounts in the Citizens State Bank, Cortez, 
Colo., and wherever else we could find them were garnisheed. 
February 2 6— 

Senator Kem. Just a minute. Was the property of Mr. Tanner, 
after it had been seized in the proceeding, turned over to him as the 
manager ‘ 

Secretary Brannan. No, a receiver was appointed. 

Senator Kem. It was charged here today that the receiver promptly 
employed Mr. Tanner as his manager. Is that correct? 

Secretary Brannan. I didn’t hear that. 

Senator ANprerson. Mr. Felshoen was appointed as a receiver, and 
he appointed young Mr. Tanner as manager of f the ‘business. That 
isn’t the fault of the Department of Agriculture. 

The Cuarrman. The court did that. 

Secretary Brannan, The man did it apparently under the direction 
of the Federal judge. 

Senator Kem. Did the attorneys for the Department of Agriculture 
object to that ! 

Secret: ry Brannan. To the best of my knowledge, we did not. We 
were not telling the Federal judge how to run the proceedings. 

Senator Anperson. Has any criminal action been filed against 
Tanner? 

Secretary Brannan. Yes, sir; in Colorado and in New Mexico he 
is indicted, in both States. 

The Cuarrman. Have you that in your statement ? 

Secretary Brannan. Yes, sir: on February 26, 1951, civil action 
No. 1790 was filed against Tanner in the United States District Court 
for the District of New Mexico, and on February 27, 1951, we levied 
on the warehouse and land of Tanner’s in McKinley County, N. Mex. 

On March 5, 1951, a trust agreement was signed by Tanner ap 
pointing Mr. C. G. Link, Assistant Chief, Transportation and Ware 
house Division, PMA, Commodity Office, Kansas City, Mo., as trustee 
»f Tanner’s, Inc. and Harold D. Tanner, individually. 

On March 6, 1951, we accepted the trust agreement. On March 10, 
1951, an inventory was taken again by the ‘peptic 2 On March 
29, 1951, Harold P. Fulscher was appointed receiver by the United 
States District Court judge in Colorado, and he assumed his responsi 
bilities on April 3, 1951. 

On May 1, 1951, the CCC took over the warehouse receipts at 
maturity dates of loans evidencing storage in warehouses of Tanner 
at Dove Creek, Colo., and at the rest of the storage places. 

On May 25, 1951, we did a regrading and a resacking job in order 
to offer the beans for sale. 

On July 23, 1951, the receiver acknowledged liability to the Com- 
modity C redit © orporation for 38,850 hundredweight of U.S. No. 1’s, 
and 24.990 hundredweight of U.S. No. 2’s. 

On July 25, 1951, criminal prosecution of Harold D. Tanner was 
recommended to the Department of Justice, and on October 25, 1951, 
Harold Tanner was indicted by a Federal grand jury at Denver, Colo., 
for making false representations to and conversion of CCC property. 
He has been apprehended and released on bond. 
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The district attorney has started proceedings, and on January 15, 
1952, the case was presented to the grand jury in New Mexico. 

I submit, gentlemen, if anybody could proceed any faster than that, 
they really had their “running shoes” on. We moved rapidly on that 
case. 

Senator Kem. Would you say all the other cases have been handled 
as efficiently and as expeditiously as that? 

Secretary Brannan. Not as fast as this one. We have moved to 
receiverships on four cases mentioned on page 6, and I think Mr. 
Warren’s report indicates that we have. As you see, we have at least 
partially liquidated the Meekins warehouse case because we have 
collected $126,107. 

May I say, in answer to your question, Senator Anderson, there is 
no implication that Meekins is relieved from responsibility, criminal 
responsibility, and there is no receipt in full outstanding against him, 
and his bondsman is obligated for $79,900, and is not released, either. 

So Meekins is a long ways from being out of the woods, even though 
he has put down $126,000 against what appeared to be an initial 
claim of $119,000. 

Senator Kem. Has any criminal action been taken against any of 
the persons who partic ipated i in any of the cases on page 6? 

Secretary Brannan. It is my understanding that they have not, 
but five of these cases are now in the hands of the United States 
district attorney. 

Senator Kem. The Department of Justice? 

Secretary Brannan. Yes. In other words, whether he has con- 
vened grand juries, or otherwise gotten to the point of getting an 
indictment is another thing, but the evidence, the preliminary evi- 
dence is in his possession. 

I am frank to say to you—and this was discussed this morning, 

Senator Aiken, and you seemed to have a different view about it— 
the Attorney General is insisting upon a very high degree of evidence 
in these cases as his interpretation of the law. 

Senator Arken. To get a conviction, if you have to tell just when 
this grain went out 

Secretary Brannan. I don’t know exactly. 

Senator Arxen. I asked counsel in whom I have confidence about 
that, and he didn’t agree with that, that he would have to prove just 
when the conversion took place, that if you had your receipt for 
your commodity and when you called for the commodity it has been 
sold and delivered to somebody else, you wouldn’t have to prove just 
what date the theft took place. I hope that is right. 

Secretary Brannan. I would hope you are right, too, because it 
will save us thousands of dollars in a very intricate ac counting job. 
However, to proceed with civil actions against purchasers of the grain 
or beans, this information is necessary. 

Senator Arken. I suppose you could get the waybills for every- 
thing that went out. 

Secretary Brannan. You must get the waybills, and you have to 
get the warehouse receipts outstanding; and in addition to that, until 
you know the exact claim of every body else to the commingled grain— 
and i in many of these cases the grain is commingled—you really would 
be in a difficult spot to make a proof beyond a shadow of a doubt, 
which a criminal proceeding requires. 
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The Carman. The fact remains that your Department has turned 
over all the evidence available, and that you have given that to the 
Department of Justice. 

Secretary Brannan. Yes. 

The CHamman. And it is up to them to prosecute; is that right? 

Secretary Brannan. Yes, and as a matter of fact, they have taken 
the civil actions. 

The Cuarrman. I am talking about the criminal action. 

Senator Kem. You have turned papers in each of these cases over 
to the Department of Justice? 

Secretary BRanNAN. We have turned over all the evidence to them. 

Senator Kem. In each of the cases appearing on page 6? 

Secretary Brannan. That is correct. Is there one exception? 

Mr. Kruser. The last one is the exception. 

Secretary Brannan. The Everetts Grain Co. at the bottom is ap- 
parently not in shape yet to refer it to the Department of Justice. 

Senator Kem. When was that done? 

Secretary Brannan. The proper answer is it was done as fast as 
we could do it. 

Senator Kem. That isn’t an answer. When was it done? 

Secretary Brannan. You heard me read the play-by-play account 
of the Tanner case. I will read the play-by-play on each, if you would 
like. 

Senator Kem. We would like to know about when the criminal 
prosecution was requested against these people; that is, by the De- 
partment of Justice, in each case. 

Senator Anperson. May I ask a question on the Tanner case first? 

The CHatrman. Senator Anderson. 

Senator Anperson. On the Tanner case, does the Department of 
Agriculture know to whom Tanner shipped the Commodity Credit- 
owned beans? 

Secretary Brannan. Senator Anderson, we don’t know who they 
shipped all of the beans to, but we are doing our best to find out, 
because each of those people is responsible to us. 

Senator ANprerson. Don’t you largely know who those beans were 
shipped to? I feel sure Mr. Kruse thinks you do. 

Mr. Kruse. We know some. 

Senator Anperson. Some went to a partner of Tanner’s in Fort 
Worth, you know that. 

Secretary Brannan. It may well be. That is all in the receivership 
files, and I understand he is going to institute a whole series of cases 
against those people. 

Incidentally, the very publishing of this report today will stop hun- 
dreds of cars of grain right on the track. Nobody who has a purchase 
order from any persons who are named on this list today is going to 
pay a nickel from here on because he knows he is responsible if this 
man comes up short, and to that extent publishing this report today has 
really slowed down the grain business in that part of the United States 
for the next week or two. 

Senator Anperson. Action against Tanner will slow down the pinto 
bean transactions materially. 

Senator Kem. It will slow down the conversion business. 

Secretary Brannan. The criminal cases will slow down conversion, 
T am sure. 
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Senator Kem. Publication of this report will have a salutary effect, 
will it not? 

Secretary Brannan. “You can publish all the reports you want to, 
as long as I stay out of jail”—that seems to be the attitude of these 
people. 

Senator Kem. I am thinking of other people being tempted to en- 

gage in similar transactions. 

Secretary Brannan. That was the theory on which we used to hang 
people in the public square, but aren’t we told that while they were 
hs anging people for picking pockets in the public square, that pick- 

pockets were working on the crowd, looking at the corpse ? 

Senator AIKEN. It was effective on the fellow that was hanged. 

Secretary Brannan. Yes. 

The Cuarrman. Are there further questions? Excuse me. Will 
you please answer the question pending, please ? 

Secretary Brannan. On the Shannon case, on November 6, 1951, 
civil action was filed against Shannon in the Federal court at Lubbock, 
Texas; and on the same day the judge issued a restraining order 

Senator Kem. I am asking about criminal action. 

Secretary Brannan. None. 

Senator Kem. None? 

Secretary Brannan. None. 

Senator Kem. No action taken. I thought you said it was taken in 
every case. ; 

The Cuarrman. Turned over to the district attorney. 

Secretary Brannan. For all purposes. 

Senator Aiken. Your regional attorney, or the United States dis- 
trict attorney—— 

Senator Kem. When was it turned over to the United States district 
attorney ¢ 

Secretary Brannan. When it was brought to his attention, it was 
brought to his attention for all purposes. The facts speak for them- 
selves. He is the judge of the action to be taken. 

The CHarrMan. You pointed out that on November 6 when he filed 
a suit, papers were filed by you. 

Secretary Brannan. We had turned the material over to the 
United States district attorney, maybe a month or two before. This 
is Oc tober 

Senator Kem. Do you turn them over directly to the district attor- 
neys or to the Department of Justice / 

Secretary Brannan. They have been going directly in the field 
to the district attorneys by a special arrangement with the Department 
of Justice. 

Senator Kem. Your files show in each case when you turned the 
papers over to the district attorneys? 

Secretary Brannan. Yes, they do. I didn’t brief that specific point 
because I thought it irrelevant because—— 

Senator Kem. It is extremely relevant on the question of diligence, 
isn’t it? 

Secretary Brannan. Our regional attorney walks in the United 
States district attorney’s office “and says, “Here is the preliminary 
information on a case we are working up for you,” and he immedi- 
ately gets in the case and we work up the evidence together. So they 
have been in these cases, so to speak, for a good long t time. 
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Now, when we can say that, “Now, the case is in your hands, sir, 
and you can file civil or criminal indictment,” that may be several 
months because in some of these cases they have got to come back to 
us and they say, as Senator Aiken and I talked, “You have got to, 
get more specific evidence on this case,” but the district attorneys have 
known about these cases for a long time. 

I am, by no stretch of the imagination, attempting to imply they 
have not moved fast. I am sure it is not our obligation or right to 
question the quality of evidence they want and the type of evidence 
they want. We go get it if we can. That is what we are doing. We 
moved in—how many new auditors did we move into Texas? 

Mr. Kruse. I don’t remember the exact number. 

Mr. Harruw. We detailed four auditors to work with about 15 
investigators of the Office of Compliance and Investigation already 
assigned to the Texas grain cases. 

Senator Anprerson. Can we have a specific answer on the Meekins 
case as to when it was handled to the United States attorney ? 

Mr. Hunrer. June 13, 1951, the case was discussed with the United 
States attorney at Houston. 

Senator Anperson. What district attorney did that go to? 

Mr. Hunter. On July 13, Justice authorized the United States 
attorney at Fort Worth to take appropriate action in re Lewis Meekins 
of Taft, Tex. There are two cases involving Meekins. One of the 
cases is being transferred to the United States attorney at Houston. 

Senator Anperson. The Meekins case? 

Mr. Hunver. Yes. 

Senator Kem. Judge, will you give us the dates on the other case? 

Mr. Hunter. I can give them by their short names. The Hender- 
son case was referred to the United States attorney on December 17 
last year with documentary evidence with which to commence action. 
The Plains case was discussed with the United States attorney No- 
vember 29, and upon completion of investigations, was formally re- 
ferred to him on January 14, 1952. The Shannon case was formally 
referred on October 30. The Great West Mills case, one of the 
Meekins cases, was discussed July 10 with the United States attorney 
at Fort Worth and there have been subsequent conferences with 
him; audit and other investigations are being made to secure evidence 
he desires upon which to predicate proper legal action. The other 
Meekins case, as I mentioned, was discussed on June 15 with the 
United States attorney at Houston and subsequently with the United 
States attorney at Fort Worth. Problems of proper venue are also 
involved. The E & S Bonded Warehouse case was formally referred 
on December 12. 

Senator Kem. All 1951? 

Mr. Hunter. Yes, except the Plains case in 1952. 

Senator Arken. The Plains case was—— 

Mr. Hunter. Discussed on November 29, 1951 and referred Jan- 
uary 4, 1952. 

Senator Arken. Those are the ones now in the press? 

Mr. Hunrer. I don’t know. 

Senator Arken. In today’s paper there is an article entitled “Four 
More Firms Named in United States Grain Losses.” It says: 

The firms named yesterday and the amounts involved: E & S Bonded Ware- 
house, San Antonio, Tex., $150,000 in grain sorghums; Kasbeer Farmers Ele- 
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vator Co., Kasbeer, Ill, $17,000 in corn; Nohr Elevator Co., Crafton, Nebr., 
$13,000 in corn; Plains Grain & Storage Co., Fort Worth, $400,000 in grain 
sorghums and wheat. 

They are using kind of old material in the release this morning. 

- Mr. Hunrer. I don’t release anything myself. 

Senator Kem. Some of it is over 2 weeks old. 

Secretary Brannan. I don’t think we released it. Somebody came 
in and asked about it. 

Senator Arken. This is UP. 

The Cuarmman. Are we to understand that the prosecuting at- 
torneys didn’t have information in each case prior to the dates that 
you Just gave us? 

Mr. Hunrer. They didn’t have enough to act upon and in some 
cases essential information is still being gathered for them. 

The CHarrmMan. For action? 

Mr. Hunter. Yes. 

The CuarrMan. By that I presume you mean you furnished suffi- 
cient evidence to them whereby they could proceed to take criminal 
or civil action against them; is that right? 

Mr. Hunrer. In some cases the evidence submitted may not be 
complete as yet for all purposes. Maybe additional evidence is 
needed. 

The Cuartrman. Secretary Brannan just stated that in many cases 
your agency—that is, the Commodity Credit Corporation—works with 
the district attorneys. Would you say in most cases the Commodity 
Credit Corporation worked with the attorneys who finally got this 
information in full as you have indicated ? 

Mr. Hunter. Certainly. 

Senator Jounston. Isn’t it true when you turn it over to the dis- 
trict attorney, he may come back to you for additional information ? 

Mr. Hunter. Sometimes in turning it over to the district attorney 
we indicate to him we don’t have all the evidence we would like to 
have as yet, but we may think some emergency action could be taken 
on the basis-of the evidence we have. 

Secretary Brannan. We have one pending which has been in the 
paper in which the district attorney has been back three times for 
additional items of evidence, and properly so for evidence that we 
didn’t really know he would need. 

Mr. Hunrer. We have made special arrangements with the Depart- 
ment of Justice for directly referring in the field these cases so there 
would be no delay in coming to Washington and going out. 

Senator Kem. Judge, as a lawyer, do you regard them as extremely 
difficult from the Government’s standpoint ? 

Mr. Hunrer. I do. We are perplexed with some of the problems 
involved. 

Senator ANperson. Are there any peanut shortages involved? 

Secretary Brannan. I am not saying there may not be some, but 
so far we haven’t gotten around to any. ‘They are not involved here. 

Senator Arken. Do you know of any tobacco cases where shortages 
are involved? I am asking because I got a report on one. I didn’t 
ask for it. 

Secretary Brannan. I wouldn’t say there are not some, there may 
be, but we don’t know now. We have been concentrating on grain for 


a while. 
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Senator JoHNsToN. We may always profit by mistakes. Do you 
have at this time any suggestions as to how we might tighten up on this 
matter in order to make it easier to convict a man that we know is 
trying to steal? We might as well call it that. 

Secretary BranNAN. Senator, there are two obvious things which I 
will cite, but not as recommendations. One, of course, you could re- 
quire a 100 percent bond and make it a very all-inclusive bond. In 
that event we wouldn’t have to be worrying very much. We would 
pass responsibility to the bonding company. The cost of that kind 
of a bond would be very, very expensive, and I would say probably 
might run, might aggregate maybe as much as 25 million dollars a 
vear. ‘That would be added on to the storage charge and we would 
pay it in the long run. The Commodity Credit Corporation would 
pay it, and eventually the consumer would pay it, of course, because 
under the law, as you well know yourselves, we must sell the com- 
modity which is turned to us at 105 percent of the current support 
price, plus reasonable carrying charges, which would include storage 
and transportation, or the market price—whichever is higher. 

If we added the necessary amount of money to the warehouseman’s 
fee so that he could provide a bond of 100 percent, we would be out 
of the woods, but I say that would be far the most expensive of all 
of them. 

Now, the second that it seems could be done—and, again, this is not 
a recommendation, just a discussion—would be to have a much wider 
and a more comprehensive investigative force. I am sure that would 
get most unpopular if our folks did a continuing month-by-month 
check and audit job which would preclude the possibility of one of 
these situations happening. 

And, of course, subject always to the frailties of men, they might 
take in one of those fellows and still get away with it, you see. 

We have tightened our procedures. We are learning a lot from 
these experiences. ‘This is not a long drawn-out history, because the 
Government has not always been in this kind of business. At least 
the Department of Agriculture hasn’t always been in it, and certainly 
at no time in our history have we ever been in it to the volume we 
were two years ago. 

When you stop to think of it if you will pardon me for saying 
it again, gentlemen—a remarkable job was done by these people. 
The grain supply in the Government’s possession went right straight 
up, if you were drawing a chart, after the 1948 and 1949 crops, and 
we had statutory obligations to take that grain and store it, with a 
limited amount of warehouse space in the country. 

I say it sincerely, because I didn’t have anything to do with it. 
The people here and in the field did it, and there were a few careless 
ones hat and there, which is inevitable. In my opinion, a remarkable 
job was done. 

Senator Jounston. How often do they have to report to you how 
much grain they have? 

Secretary Brannan. A general answer on this, Senator, is the ware- 
housemen report to us about every three months, when they submit 
to us a bill for storage. Every time they submit a bill for storage 
they presumably are reporting to us that they have got that much 
grain. 
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Senator Jounston. From a criminal standpoint, if they report they 
have it and do not have it, isn’t that a criminal act? 

Secretary Brannan. Indeed it is, and that is involved here. You 
see, many of these fellows send us a bill every month for the storage 
of grain which they had long since sold. 

Senator Jounston. They shouldn’t be so hard to convict. 

Secretary Brannan. Rather than every month, it is quarterly that 
they report and submit a bill. 

The CHarrMan. Was any action taken against those who sent you 
bills for grain they didn’t have in storage? 

Secretary Brannan. These are the very people, and that will be 
one of the foundations for the indictment, and in my opinion one of 
the best, even better than the conversion. 

Senator Ture. What is your experience with the storage of grain 
in your own Commodity Credit Corporation-owned storage facilities, 
both the aluminum bins and the wooden bins? 

Secretary Brannan. From the standpoint of conversion, there is 
practically none. There may have been a little stealing from a very 
few of these bins. 

Senator Tuyr. I am not concerned about the conversion, as much 
as I am with the quality and the condition of the grain that is so 
stored. 

Secretary Brannan. From time to time we get check reports on 
those. Once in a while you will find that a committee—after all, we 
manage those with the farmers committees—once in a while you will 
find committees that have been careless about it, but on the whole, 
again, a very fine job has been done by the committees in keeping the 
grain in good condition. 

After all, it is their grain in most cases, and they are going to feed 
it to their livéstock, and they are taking care of it. 

Senator Tuyr. The grain that has been surrendered to the Com- 
modity Credit Corporation? Most of these colonies of bins contain 
grain that has been surrendered; isn’t that right ? 

Secretary Brannan. It is all kinds. It is grain surrendered, it is 
grain under loan, it is grain—there is much grain resealed on the 





farms. 

Senator Tryr. That is true on the man’s place. He expects to feed 
it himself. I am now thinking of these colonies of bins you see out 
across the countryside where you may have a dozen to several hundred 
bins, whether they be the square, wooden ones, or the round aluminum 
or galvanized bins. I am wondering what you find the condition to be. 

Secretary Brannan. May I answer the other phase of the question 
first by saying in those bins are both corn belonging to the government, 
grain belonging to the government, and also grain under loan in some 
bins rented by farmers. I think the record over the country as a whole 
is very, very good. 

We have received a report here and there that there has been a spot 
which the county committee lost interest in, or something like that, or 
didn’t attend to it, but for the most part it has really been wonderful. 

I think anybody who has had connection with it, as this committee 
has, has a right to be proud of it. 

The Cuamman. Any further questions? 
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Senator Munpr. Mr. Secretary, on this statement of yours, the third 
paragraph, first page, you say: 

Such conversion has been made easier by the lax laws in some States. Some, 
including Texas, do not require that grain placed in storage be kept in the same 
premises. 

How about your contract with the storage warehouse? Does that 
require that ? 

Secretary a \N. Our contract requires them to keep our grain 
exclusively for us, but I don’t think the violation of our contract is a 
criminal offense. Is that right, Mr. Hunter? 

Mr. Hunrer. I would prefer not to answer that in view of pending 
proceedings. 

Secretary Brannan. As a layman, I have more liberty. 

Senator Munpr. Lawyers are not sure, then, whether it is a criminal 
offense ? 

Mr. Hunrer. I will say that the charter of the Commodity Credit 
Corporation provides it is a crime to convert our property. 

Senator Munpr. One other question. Why would a situation 
develop like the ones described here this morning -you were here this 
morning—lI have forgotten the name of the warehouse, where they had 
stored much more grain than they could conceivably keep there ? 

Secretary Brannan. Arkadelphia. 

Senator Munpr. There was something loose there, a mistake made. 

Secretary BRANNAN. Senator Mundt, we just have to say that there 
was some bad judgment in the Dallas office. 

Senator Munpr. They didn’t catch that ? 

Secretary Brannan. But they did. There were two inspections, 
and they knew that grain was going.out of shape. It is something of a 
mystery why they didn’t go ahead. 

Senator Munpr. They did know about the fact ? 

Secretary Brannan. The inspector went there twice, 10 months 
apart. 

The Cuarrman. Any further questions? 

Secretary Brannan. Mr. Chairman, I would just like to have every- 
body understand os that the figures on page 6 of the GAO 
report—which, as the General Accounting Office folks said, we sup- 
plied them—probably should have had another column, particularly 
those on page 6 and those on page 7. 

For example, in the Shannon case the figure under the heading 
“total” represents the maximum amount of grain which we could 
have had in there which could have been converted. It is as though 
the elevator was swept clean. The elevators are not swept clean. 
There is much grain in many elevators, but there are also competitive 
claims for it. 

Likewise, in the Shannon case we have a $50,000 bond. That isn’t 
much compared to that figure, but it is something. 

In the E & S case we have a $5,000 bond. In the Henderson case 
we have a $47,500 bond. In the Plains case we have a $40,000 bond. 
In the Hollenstein case we have a $12,500 bond. In the H..J. Hughes 
case we have a $26,000 bond. In the Everetts Company we have a 
$16,000 bond. 

Going over to the cases on page 7, we have in the San Angelo case a 
$82,000 bond against $25,000 Joss. So if you add the $25,000 loss into 
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the total figure of prospective losses, you are really not getting a very 
realistic picture. 

Senator Munpr. It was specified this morning there was some 
question on the part of one of the GAO men as to whether those bonds 
were all collectible. 

Secretary Brannan. That referred only to the Arkadelphia case, 
if you remember. Perhaps that is because we got the grain back. 
As a matter of fact, we got more than the grain. We got a load of 
weevils with it, and that is what we complained about. 

Senator Munpr. These are where they are collectible. 

Secretary Brannan. I don’t think anybody would argue—I think 
with the exception of about two cases—let’s see. The Great West 
Mills, we have a $193,000 bond against a potential of $218,000 loss. 
But in just about all the rest of the cases on that page the bond is 
larger the potential loss. So we look at this in its complete and 
absolute factual picture, it isn’t a bad picture. 

Senator Kem. How many regional offices do you have like the 
Dallas office ? 

Secretary Brannan. Well, we have physically, I think, eight offices 
in the country. If you are talking about quality, and I don’t think 
you were, so I won’t answer it. 

Senator Kem. I meant of that type. 

Secretary Brannan. Eight. 

Senator Kem. And has an audit been made similar to this in any 
of the other districts? - 

Secretary Brannan. Yes, there has. 

Senator Kem. Did it disclose conditions similar to these? 

Secretary Brannan. No, sir, but it disclosed some conditions cer- 
tainly. We had a series of problems with flax in South Dakota and 
adjoining states, as a matter of fact. I think the maximum amount 
involved in any one of the cases is $35,000, and the average amount 
in all of the cases was $2,000. But they were small conversions. 

Senator Kem. Do you have an office in Kansas City ? 

Secretary Brannan. Yes, sir, we have a large office in Kansas City. 

Senator Kem. What is the situation there? 

Secretory Brannan. The Tanner case was handled out of the 
Kansas City office. 

Senator Kem. Are there other cases there of bad apples in the 
barrel / 

Secretary Brannan. There may be one or two cases more in that 
area, 

Senator Kem. How about St. Louis? 

Secretary Brannan. No office in St. Louis. 

Senator Kem. How about Omaha ? 

Secretary Brannan. No. 

Mr. Krvse. In addition to the office in Dallas, we have offices in 
Chicago, Minneapolis, Portland, San Francisco, New York, New 
Orleans, and Kansas City. 

Senator Kem. Have you uncovered undesirable conditions in any 
of the other offices? 

Secretary Brannan. May I read this by way of answer? This is 
the Department of Agriculture’s Report for 1951, and it is out now. 
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It is on page 113 of the Report and is headed, “Compliance and Investi- 
gation.” It reads: 

PMA again took vigorous action during the year to prevent criminal and civil 
frauds; violation of regulations; noncompliance with laws, orders, and regula- 
tions ; and other irregularities which might have interfered with the effectiveness 
of PMA and CCC programs and operations. 

In addition, accounting systems were installed and periodic audits were made 
of the books and records of milk-market administrators, control committees, and 
others, where such action was authorized or required by contracts or marketing 
agreements and orders. Assistance was given to the office of the solicitor of the 
Department of Agriculture, the Department of Justice, and various United 
States attorneys in connection with the preparation and prosecution of quit 
cases. 

A total of 1,525 cases was investigated during the 1951 fiscal year. Sixty-six 
new criminal cases were initiated, and fines totaling $88,010 were imposed in 
48 cases. In addition, suspended fines and suspended jail sentences in other 
cases amounted to $600 and 7 years, respectively, while probationary time 
totaled 40 years. 

Senator Aiken. How many of those cases applied to employees of 
the Department, if any ¢ 

Senator Munpr. That must be 600.000. You said $600. That isn’t 
much of a fine. 

Secretary Brannan. That was suspended. “Suspended fines in 
other cases amounted to $600.” $600 is correct. 

Senator Arken. Were any department employees involved in those ? 

Mr. Kruse. No departmental employees were involved in conver- 

sions of Commodity Credit grain. 

Senator Arken. Did you have some dismissals from wrongdoings é 

Secretary BranNAN. Oh, yes, and some prosecutions of employees, 
too. People go south with their travel requests once in a while; or 
they somehow accept an extra check that falls in their hands and they 
endorse it. With 85,000 people, you can’t expect that some of them 
won't do something wrong once in a while. The point is: Are we 
diligent in our follow-up in cases of wrongdoing ? 

Senator ArkEN. Do you have any dismissals from the New York 
office, do you recall ? 

Secretary BRANNAN. No, we had one transfer. 

Senator Arken. Off the record. 

( Discussion off the record.) 

Secretary BranNAN. Continuing to read from our report : 

Recoveries from money fraudulently or improperly obtained from the Govern- 
ment totaled $1,013,402. Savings—claims made against the Government but not 
paid—amounted to $214,989. Collections of delinquent loans, liquidated dam 
ages, and penalties amounted to $718,238. Fines, recoveries, savings, and collec- 
tions in all totaled $2,034,639. 

Civil suits adjudicated during the year resulted in 13 judgments in favor of 
the Government. In three cases injunctions were obtained to restrain violators 
from committing further violations of department regulations. Thirty-eight new 
civil actions were instituted. 

In other words, gentlemen, any impression that we haven't been 
busy trying to protect the Government’s property at least ought to be 
weighed in 1 the light of that statement. 

The Cuamman, Any further questions? 

Senator Munpr. Mr. Secretary, you brought in the facts that there 
were some flax cases out in South Dakota. 

Secretary BRANNAN. Yes. 
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Senator Munpr. Were they conversions or loss through spoilage? 

Secretary Brannan. I would like to say this off the record. _ 

(Discussion off the record. ) ; 

The Cuarrman. Any further questions? If not, we thank you very 
much, Mr. Secretary. 

Mr. Werrzev. May I say something, Mr. Chairman? 

The Cuarrman. Yes, of course. 


STATEMENT OF FRANK H. WEITZEL, ASSISTANT TO THE COMP- 
TROLLER GENERAL OF THE UNITED STATES—Resumed 


Mr. Werrze.. First, Mr. Warren had to leave a few minutes ago, 
and I would like to thank the Secretary for his frank and gentlemanly 
statement concerning the report of the General Accounting Office. It 
reflects an atmosphere of mutual cooperation that exists, and I am 
sure will continue to exist between our offices. 

On the specific point of release of records of the Department, we 
had Secretary Brannan’s written assurance a year or two ago that he 
would be glad to cooperate in that respect with us, and we may be in to 
see him again if we find we need the records badly enough and aren’t 
able to get them in the lower echelons. And we will be glad to sit 
down with his people to discuss any helpful means of remedying this 
situation. 

As to the release of the report, the report was not released by the 
General Accounting Office; following Mr. Warren’s usual rule, it was 
sent to the committee and was not released by the office until released 
by the committee up here, and that is what occurred here. 

The CHarrMan. You mean what occurred here?’ It was not re- 
leased by this committee. 

Mr. Werrzev. It was released to the newspapers, some of the text 
of the report was released at the Capitol. Whether by the committee, 
I don’t know, but it was in the newspapers, and it was generally 
released to the press, but not by the General Accounting Office. 

Senator Arken. All that was released by any member of Agricul- 
ture, so far as I know, was in that report Sunday. 

The Carman. I wish to say Senator Aiken and I discussed the 
matter over the telephone, and I said that it should not be a document 
coming out of the committee, and when I received it from your office, 
I think the next day, I sent a copy to each member of the committee, 
asking that they not release it, but retain it until such a time as the 
committee met and authorized its release. 

Mr. Werrze.. The only point I wish to make—and it is entirely 
within the bosom of the committee what action is taken here—the 
story in the paper last Sunday was not based on a release by the 
General Accounting Office. 

Secretary Brannan. We understand that. 

Mr. Werrze.. One point made by a representative this morning—— 

Senator Aiken. You sent this to six different committees on the 
Hill, however. 

Mr. Werrzew. That is correct. 

Senator Aiken. And according to one of the local papers, the en- 
tire thing had been released by Monday because one of the papers 
carried a lot of material Tuesday, which I am sure was not given out 
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by the people here, though I do believe it is public property after it 
comes to the Congress. 

Mr. Werrzev. We have no concern with that. 

The Cuarman. The point d want to emphasize was it wasn’t issued 
by any authority of this committee. 

Mr. Werrzev. I wasn’t in any way criticizing anything this com- 
mittee or any member of it did. The only point I have is that we did 
not release the report over the week end. 

There was a point made here this morning to possibly differentiate 
the priority rights of the United States as between the Department 
and the corporation. Our friends in the Department have called our 
attention to section 4+ (e) of the charter, which does give the corpora 
tion the priority rights of the United States in the event of a claim 
by the corporation. 

Now, as to the amounts mentioned in the report as shortages, we 
called attention in our testimony to the fact that these are not neces- 
sarily ultimate losses. They will depend, of course, on the amounts 
of bonds, the amounts of recoveries from others, including the ware- 
housemen; and we do not attempt to say that the ultimate loss to the 
Government will be $3,800,000, or what it will be, because we just 
don’t know. 

As to the criminal action, our people at Dallas have been unable 
to find that criminal action has been recommended or that the cases 
have been turned over to the United States Attorney for criminal 
action as distinguished from civil action, outside of one case. It may 
be that we don't have the most current information. We will check 
on that again in Dallas. I just wanted to put that in the record, that 
we don’t have that information. 

As to the time when the investigation was started by the Depart- 
ment, I am sure that the Secretary was correct in saying it was last 
January. All we were talking about was the Dallas area, and I think 
it may have been started in that area at a later date. 

Secretary BRANNAN. In May, I think. 

Mr. Werrzex. Thank you. 

Senator Kem. I have a question. You have been here all day? 

Mr. Werrze.. Yes, sir. 

Senator Kem. Do you find it necessary to withdraw or modify any 
of the charges contained in your interim report ? 

Mr. Werrzeu. I would prefer not to call them charges, Senator, but 
as to the statements, I don’t find it necessary to withdraw any of those 
statements. 

Thank you, Senator. 

Mr. Hunrer. I feel obliged to modify the statement made by Mr. 
Weitzel. Every one of our cases turned over to the United States at- 
torney was turned over for all purposes, and they understand it 
perfectly. 

Mr. Werrzev. It may be that is explained in the light of Judge 
Hunter’s statement, that the United States attorney may find it neces 
sary to get additional information. That may be the basis of the dif- 
ferent information. I am sure there is some basis for it. 

Senator Kem. It seems to me reasonable if the papers are turned 
over to the district attorney, it would be for all purposes within his 
jurisdiction. 
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The Cuamman. Mr. Secretary, may I ask you a final question? 

Secretary Brannan, Yes. 

The Cuarrman. As was just indicated by Mr. Weitzel, there may be 
recoveries either through bond or against the warehousemen or as 
you indicated yourself, recovery of what is left over in the bins or in 
the warehouses. 

Would you care to make an estimate for the record of what you 
think the final losses would be on the cases involved ? 

The estimate made by the report shows : 

From any examination to date, it appears obvious that even a conservative 
estimate of shortages in grain alone would exceed $3,800,000. 

Are you prepared to give us an estimate of what you think the prob- 
able final losses will be and upon what do you base such estimate as 
you might be in a position to give us? 

Secretary Brannan. Mr. Chairman, I am not as much a gambling 
man as these grain elevator people, but I would be willing to bet we 
don’t lose over $500,000 on the Texas grain conversion cases that are 
mentioned in the report. 

There are two reasons—three reasons really. First of all, these 
were established concerns, and they have physical assets, most of them, 
of fairly good amount. There is some bond in each case, and, three— 
and this is most important—each person who bought grain from those 
people is just as responsible in a civil action, if we can trace it to him, 
as is the man who is named in the report. 

Now that again is taking in some legal territory, but generally 
speaking, under the rule of caveat emptor, the buyer must beware, 
and if these folks have sold our grain to somebody else, we can pursue 
it and if we can identify it, we can get it back. 

As a matter of fact, two of these people are arranging to settle their 
cases, not with their own money alone, but with the money from the 
people they sold our grain to, 

I have a high degree of optimism at this stage of the matter. I feel 
quite good about the possibilities of recovery. I don’t by any stretch 
of the imagination say that that condones these people in any way, 
shape or form, or that we won’t work hard to eliminate the possibilities 
that these things can get very far; but I do feel as though the Gov- 
ernment will not suffer anywhere near that amount. 

Senator Arken. Today's press report states that the Agriculture 
Department says the total shortages may be as high as $6,000,000, but 
that recoveries will cut that to less than one million. Is that approxi- 
mately correct ? 

Secretary Brannan. That is my statement, Senator. I hope again 
vou all recall that even if it is $5,000,000 loss, that is one-twentieth of 
one per cent of the value of the commodities we were handling. 

Senator Arken. That is quite a lot in my country. 

Secretary Brannan. I know. 

Senator Arken. I don’t think the amount makes any difference. It 
is a fact that it is being done, and we must find some way to stop it. 

Secretary Brannan. Five million in losses against ten billion of 
commodities—five million can almost slip through the cracks in the 
floor. 

Senator Hickenlooper. I would presume, Mr. Chairman, that logic, 
however, would be about the same as saying that because we have got 
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a million people in the District of Columbia, two or three murders 
aren't heinous, that they should be discounted because we have got so 
many people, and millions of people don’t murder. 

Secretary BRANNAN. No, Senator Hickenlooper, that is saying that 
you are going to search out methods of preventing this, that there is 
an area of diminishing returns in the amount of money you can spend 
in checking and rechecking and auditing and reauditing, inspecting 
and reinspecting. 1 would say that a staff to do that alone would cost 
us 15 to 20 million dollars a year to do a very thorough rechecking job 
on 15.000 elevators. 

Senator Kem. Is that consistent with you other testimony here / 
You admit there have been gross irregularities in the Dallas office, 
and you sald you took corrective action. 

Secretary Brannan. I did take corrective action. We have new 
people running the oflice now. 

Senator Kem. It wasn't necessary to employ inspectors to do that. 

secretary BRANNAN. All right. 1 was expla ning mh remark in 
terms of the law of diminishing returns, about what you do about 
matters such as these. Again, we could bond it all for a hundred per 
cent, but our preliminary estimates of bonding the total thing for a 
hundred per cent is something like 40 million. 

Senator Kem. There wasn’t any expense involved to the Govern 
ment in taking that necessary action at Dallas and getting competent 
people in charge of the oflice, was there / 

Secretary Brannan. No, sir, and that we have already done, sir. 

The Cuairman. Any further questions! If not, we thank you, Mr. 
Secretary. 

The committee will now meet in executive session. 

(Whereupon, at 4:50 o'clock p. Ihh.. the committee recessed to re 
convene immediately in executive session, and the reporter was 
excused. ) 











[INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


WEDNESDAY, MARCH 19, 1952 


Unrrep STatTes SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry. 
Washington, dD. Cy. 


The committee met, pursuant to call, at 10:10 a. m., in room 324, 
Senate Office Building, Sen. Allen J. Ellender (chairman) presiding. 

Present: Senators Ellender (chairman), Johnston, Holland, An- 
derson, Eastland, Aiken, Young, Thye, Kem, and Hickenlooper. 

Also present: Paul J. Cotter, chief counsel for investigations; and 
Edward C. Kennelly, assistant counsel for investigations. 

The CHarrmMan. The committee will please come to order. 

In the hght of information and reports coming to the attention 
of this committee with respect to conversions of grain in storage 
under the Commodity Credit Corporation warehousing program, and 
pursuant to a meeting with Comptroller General Lindsay C. Warren 
and Secretary of Agriculture Charles F. Brannan to determine the 
scope of any investigation with respect to such matters, on January 
24, 1952, by S. Res. 256, it was agreed that this committee make a 
complete study and investigation of the Commodity Credit Corpora- 
tion activities relating to CCC storage and processing. 
2d sess. ] 


S. Res. 256, S2d Cong 


RESOLUTION 


Resolved, That the Committee on Agriculture and Forestry, or any duly au 
thorized subcommittee thereof, is authorized and directed to make a full and 
complete study and investigation of 

(1) all Commodity Credit Corporation activities relating to storage and 
processing, including particularly, but not to the exclusion of others, (a) 
the matters described in Preliminary Report of Investigation, Alleged Irreg- 
ularities in Connection with Warehousing Facilities, Grain Branch, Pro- 
duction and Marketing Administration. Department of Agriculture, Dallas, 
Texas, and (b) the storage of commodities by Commodity Credit Corpora- 
tion at Camp Crowder, Missouri: and 

(2) all alleged dealings in oil and gas interests by employees of the 
Farm Credit Administration. 

The committee shall report its findings together with its recommendations for 
such legislation as it may deem advisable to the Senate not later than June 
30, 1952, 

Sec. 2. For the purposes of this resolution, the committee, or any duly author- 
ized subcommittee thereof, is authorized to employ, upon a temporary basis, 
such legal, technical, clerical, and other assistants as it deems advisable. The 
expenses of the committee under this resolution, which shall not exceed $50,000, 
shall be paid from the contingent fund of the Senate upon vouchers approved 
by the chairman of the committee. 
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We were able to begin assembling a staff for this work on February 
13, 1952, and while such staff has only been completed within the past 
few days, with insuflicient time to adequately prepare for hearings, 
certain members of the committee were anxious to proceed and, accord- 
ingly, hearings were scheduled for teday. Under the circumstances, 
these heari ings can be little more than explor atory at this stage. 

In this regard it should be stated that in an operation of such magni- 
tude and importance as that of the Commodity Credit Cor oration 
warehousing program, any constructive results from study see investi- 
gation can only be gained after comprehensive and careful sifting of 
all the facts and factors involved. While the examination of indi- 
vidual cases and circumstances through the medium of public hearings 
is a most effective way to point up in: dequacies in the law, or operating 
policies, procedures and controls under which such a program is 
ndministered, such a procedure can be abused and misleading conclu- 
sions can be drawn unless the development of the specific matters is 
kept in context to the whole operation. 

The matter of these conversions is of serious import not only to the 
Government, but to the farmer, the great percentage of reputable 
warehousemen, and the whole grain trade. It should be the objective 
of investigation and hearings conducted by this committee to examine 
the whole storage operation, which is such a vital part of our farm 
price sup port program Ww ith a view to determining whether there are 
inadequacies in the law, under which the program is Operated and 
whether deficiencies exist in policies and procedures of the Commodity 
Credit Corporattion in the administration of its functions. We 
should determine the effect of respective State laws relating to ware- 
housing on the proper administration of the storage program. In 
short, every measure should be taken to see that adequate controls are 
in effect or installed to reduce to a minimum the instances of serious 
irregularities of this nature. 

Today we are to hear Mr. Latham White, until recently director of 
the Dallas PMA regional office, as well as Mr. Harry J. Solomon, who 
was his assistant. The *v have asked to come before us to give informa- 
tion and their views with respect to the warehousing and storage oper- 
ntion as administered by the PMA Dallas regional office. It was in 
this area that the most substantial number of grain shortage and ware- 
house conversion cases have occurred. 

It is not the intention of this committee to act as an appeal board on 
any decision of the Department of Agriculture with respect to the 
employment of Messrs. White and Solomon; however, we will be 
pleased to have the benefit of their experience and an explanation of 
the operations and some of the problems which have occurred in the 
operation of the Dallas PMA Commodity office. 

Are there any Senators who desire to make a statement ? 

Senator Kem. Mr. Chairman, the farmer’s prosperity and well- 
being are essential to a healthy national economy. The best interests 
of the entire Nation require us to stimulate farm production and to 
assure the farmer a fair price for his products. This can be done only 
by an adequate price support program. 

It is indeed unfortunate that through corruption and lack of effi- 
cient administrattion this program is receiving an undeserved black 
eve. I must emphasize that neither the farm program nor the farmer 
is responsible. Does the fault then lie with Secretary of Agriculture 
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Brannan and the officials of the Commodity Credit Corporation ? 
Have they failed to protect the interests of both the farmer and the 
Nation? It isthe duty of this committee to find out. 

There are forces at work in America who would scuttle the entire 
agricultural support program. Unwittingly or otherwise these ene- 
mies of the farmer have been provided with ammunition to use in their 
efforts to wreck the farm program. 

This committee must undo the damage done by conducting an exten- 
sive investigation and by placing the blame where it properly belongs. 
We must insist that corruption, corrupt officials and shady operators 
be purged from the farm program. And we must make it completely 
clear to the American people that the farmer is the innocent victim of 
the sad state of affairs existing in the Commodity Credit Corporation. 

The CHarrman. Does any other Senator desire to make any state 
ment ¢ 

Senator Arken. Mr. Chairman, this disclosure of widespread em 
bezzlement—maybe that word is more appropriate than conversion 
of grain which is stored under our Commodity Credit program 
came as a shock to me, and I think it did to most of the other people 
of the country. And as I understand it we are authorized to de 
termine the scope of this unsavory situation which has arisen and 
see if it is possible to devise remedies so that a similar situation 
cannot recur in the future. 

We have only about 3 months in which to hold our hearings, 
together with the investigation, and make our findings and determina- 
tions as to what can be done to correct the situation which has been 
existing. 

I hope that we can make all possible speed with our hearings and 
the gathering of the evidence. I believe that we should instruct our 
staff and general counsel to subpena such files and records and wit- 
nesses aS may be necessary at the earliest possible moment. I do not 
like to think that the files and records would be mislaid, but I think 
the sooner we get them the more successful we will be in determining 
the actual facts of the case which, unfortunately, seem to exist. 

The CHatrMan. Does anyone else desire to make a statement? If 
not, the first witness for this morning is Mr. Latham White. Will 
you step forward, please ? 

Off the record. 

(There was discussion off the record.) 

The CHatrmMan. There seems to be considerable difference among 
the members of this committee as to whether or not we should permit 
movie cameras to be operated or televising to take place. I have just 
consulted the prospective witness, and he has stated to me that he 
would not like to have himself televised or to have moving pictures 
taken. His view, I believe, ought to be respected. I presume that 
we can, probably, postpone this issue for the present and proceed. 

Senator Arken. There is no objection to still shots? 

Senator Jounsron. If a witness comes before this committee, and 
after he is properly advised as to his rights, then if he wants to have 
that done, that is up to him. 

The CHarrman. All right, Mr. White, will vou please come for- 
ward and raise your right hand? You solemnly swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God ¢ 


Mr. Wurrer. I do. 
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TESTIMONY OF LATHAM WHITE, DALLAS, TEX. 


The Cuarrman. Will you, Mr. White, give us your name in full for 
the record ? 

Mr. Wuire. My name is Latham White. I live in Dallas, Tex. 

The CHamman. Will you give us a little of your background? 

Mr. Wurre. Well, I am from Oklahoma. I went to work for the 
Department of Agriculture in 1936. Four years of that I spent in 
Washington, in the Federal Surplus Commodities Corporation, in 
the Washington office. 

The Cuarrman. Will you speak louder, Mr. White ? 

Mr. Wurre. That is one reason I objected to the television, because 
while I am not exactly a country boy, nevertheless I am not used to 
this sort of thing, and I am a little nervous, and I felt that it might 
not help me here. 

Incidentally, I do not want to appear to be uncooperative by saying 
that I object to that. It is just simply that I am nervous. I do not 
object to being sworn, and I am up here to cooperate in every way 
I can. 

But going on with my background or experience, 4 years here in 
Washington, D. C., in the Federal Surplus Commodities Corporation 
which is an agency or was of the Department of Agriculture. 

I transferred to Dallas, Tex., in 1945 as assistant head of the 
regional office, I believe at that time it was called the Agricultural 
Marketing Administration. It was a group that installed the food 
stamp plan in this country. 

I remained there as the assistant until the office was abolished in 
1945, and PMA was organized. 

The next 2 years I spent as a special field representative of the 
Secretary of Agriculture. 

In the beginning, in 1948, I was headquartered in Oklahoma City. 

In January 1948, I moved back to Dallas to become head of the 
newly organized PMA Commodity Office for the States of Texas, 
Oklahoma, Arkansas, Louisiana, and New Mexico. I remained in 
that position until technically February 8, but, actually, until Janu- 
ary 3, at which time I was relieved by Mr. Brannan. 

The Cuamman. Mr. White, will you indicate to the committee what 
you considered your duties to be as head of the PMA office in 
Dallas, Tex. ? 

Mr. Wurre. Well, naturally, being the head of the office it is re- 
sponsible for the operation of the office. The functions of the office 
were to handle, primarily, programs in connection with the price 
support operation of the Department of Agriculture. 

The Commodity offices do not have direct contact with the farmers. 
Those contacts are by the county and state PMA committee. 

Our office got into the picture, you might say, after the commodities 
were not redeemed by the producer, and they were turned over to 
the Commodity Credit Corporation to satisfy the loan. In other 
words, we handled the accounting work. We handled the record of 
what Commodity Credit Corporation owed in the area. We took over 
the commodity when it was not redeemed. We had to warehouse it. 
We had to arrange for transportation of it. We had to take care 
of the merchandising of it, the selling of it or, in some instances, 
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when it was necessary to buy commodities for export we handled 
some purchases on that. 

That is, generally, what our work was. 

The CuarrmMan. Were your instructions in writing from the De- 
partment, or just how were they transmitted to you? 

Mr. Wuire. I do not want to make this thing complicated and 
drawn out, Senator, but when you say “instructions,” we got an awful 
lot of instructions, and some of them were in writing, and some of 
them were verbal. 

I presume you mean were our instructions in connection with the 
handling of a program always in writing. Is that correct ‘ 

The Cuarmman. Well, I meant instructions designating your duties. 

Mr. Wurre. Yes: they were in writing; yes, sir. 

The CHarrMan. Was it a printed form? 

Mr. Wurre. It was in a form of a job description that every Gov- 
ernment employee has. 

The Cuairman. You, of course, used that as your guide in deter- 
mining what should be done by you in the handling of the business 
of the Commodity Credit Corporation in the Dallas area? 

Mr. Wuire. Yes, sir; generally speaking, that is correct. I guess 
I read it in the beginning. I have not read it lately, but in context 
your question is correct. 

The Cuarrman. Gentlemen, there may be some questions, prob- 
ably, where more detail might be of interest to the committee, and 
if there is no objection I would suggest that our investigator, Mr. 
Cotter, proceed to get such information. 

Mr. Correr. Mr. White, how large a number of personnel did 
you have in that office ¢ 

Mr. Wuirr. | believe, starting in 1948, when I went there, the 
office was organized from two offices already in Dallas, the Fiscal Divi- 
sion and the Transportation and Warehousing Division or office. I 
would say there were, probably, 140 people there already when I 
got there. 

Mr. Correr. Just let us have the high lights. There were 140 there. 
What was your peak ¢ 

Mr. Wuire. & 1948 or 1949 it went to 185. Then sometime in 
1950 I believe we reached a peak of 485. 

At the beginning of 1951 we had about 350 and at the end of 1951 
we had, approximately, 250. 

Mr. Correr. We are primarily interested in grain, so we will talk 
about that principally from now on. 

What were the grain functions in 1948? 

Mr. Wurre. Well, in our office we had no grain functions in 1948, 

Mr. Corrrer. Where were they ¢ 

Mr. Wuire. They were in Kansas City. 

Mr. Correr. When were they transferred to Dallas, and what 
steps were taken ¢ 

Mr. Wuitre. Well, sometime in 1948 the settlement with the banks 
for the loans that were not redeemed was transferred from Kansas 
City to Dallas. In 1949 the approval of grain warehouses was trans- 
ferred from Kansas City to Datlas. Then on February 17—I remem- 
ber that very well— 

Senator Hottanp. What year? 
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Mr. Wurre. 1950—the responsibility for the inventory and for the 
export shipments and the merchandising was transferred from Kan- 
sas City to Dallas, 

Mr. Correr. In 1948 you just settled for the loans, you had noth- 
ing to do with inventory. What did you do with your warehouse 
receipts or paper on that ? 

Mr. Wurre. We sent all of the documents, including the warehouse 
receipts, to the Kansas City office. 

Mr. Correr. In 1949 when you took on the approval of warehouses, 
what did that constitute ? 

Mr. Wurre. Well, first, when we took that over, naturally, Kansas 
City had already approved the houses in the Dallas area and they 
simply transferred those warehouse contracts to us and then on new 
warehouses coming in we received an application from them. We 
checked the financial statement and we said what bond they were to 
have. Weapproved them. Well, I guess, you say period because we 
notified Kansas City that the houses had been approved. Well, I 
guess that is it. 

Mr. Correr. There was no requirement for preinspection of the 
warehouses at that time? 

Mr. oo No, sir. 

Mr. Correr. What were your requirements as to bonds? 

Mr. Wurre. Well, you have to tie in financial statements with bonds. 

The western regulations which have been in effect for a number of 
years say that the net current assets of a warehouse are to be equal to 
10 cents the bushel, based on the capacity of the house. And that if 
his net current assets do not equal that, then he may be permitted to 
make up the difference in the form of a bond. 

Mr. Gorm. That is in the situation of an applicant with a weak 
financial statement ? 

Mr. Wuire. Yes. 

Mr. Correr. In addition to that, did you require—— 

Mr. Wuirr. In addition to that, there was a bond of a nickel a 
bushel, based on the capacity of the house which I always called a 
performance bond. 

Mr. Correr. It was in a measure a security. Do you know how that 
5 cents a bushel was fixed ? 

Mr. Wurrr. Well, really, I do not, because both of those figures were 
in effect at the time that we started out. This is hearsay. I understand 
it was placed into effect early in the program. And very frankly 
I have thought it was too liberal. And I have recommended that it be 
increased, 

And in connection with that I took occasion to ask why it was so 
low, and I was told that it was set at 5 cents a bushel at the time wheat 
was selling for 60 cents a bushel. 

The Cuarrman. Was that fixed charge the same that was charged to 
all other people who warehoused grains in that area, do you know? 

Mr. Wurre. I do not quite understand your question, Senator. 

The CuarrMan. Wasthe charge that was made for commodity credit 
grain 5 and 10 cents? 

Mr. Wuirer. You mean the storage term? 

The Cuamrman. Was that the same? 

Mr. Wuire. In our territory I would say, generally, that was cor- 
rect. You have got the chicken and egg business there, because you 
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do not ever know whether they charge that, because we were approv- 
ing it, or whether we approved it, because they were charging that. 

The CHatrRMan. I presume that since the Government decided to 
store its grain in these private warehouses that the same rules and 
regulations applied to others who used the warehouse would apply to 
the Government ? 

Mr. Wurre. Well now, answering your question technically, that 
is not necessarily correct. 

The CHarrMan. You tell us why. 

Mr. Wuire. I do not know why or what the differences are, but 
grain stored for others in the warehouse, I would say, would be subject 
to the applicable State laws, whereas grain stored in a warehouse 
under our contract would be subject to the terms of our contract and 
the two may not always agree. 

I would say, generally speaking, that the terms of our contract were 
a little more strict. We asked for more in the way of service out of 
the warehouse than a public warehouseman was required to give under 
the State warehouse law. 

Senator Tnyr. Here is a question that occurs to me. Would you 
ascertain whether the warehouseman was under a State warehouse 
certificate ¢ 

Mr. Wurre. Yes, sir. 

Senator Trye. Before you permitted him to store grain? 

Mr. Wurre. We ascertained that in this way, the application pro- 
vided a place for him to state whether he was licensed under the State 
warehouse law. However, whether he was or not, as I recall—I guess 
your next question would, if he was not, did we approve him—I 
think we did. 

Senator Ture. You would approve him, even though he did not 
hold a State warehouse certificate ? 

Mr. Wurre. I think that is correct. 

Senator Ture. Can you be positive / 

Mr. Wurre. No, sir: I cannct, because I do not know. 

Senator Ture. In other words, you approved the warehouseman 
whether he had a iicense under the State law or whether he did not 
have one? 

Mr. Wurre. I do not know whether we did or not. As a matter of 
fact, I doubt if any warehouses that we had were not licensed under 
the State act, but I do not know whether they were or not. 

Senator Ture. Who would be held responsible to determine 
whether they were licensed ¢ 

Mr. Wurre. I was not aware of any instructions from our western 
office for us to determine that, if that is what you are driving at. 

Senator Tuyr. I am not driving at anything. I am trying to get 
information. 

Mr. Wuirr. You say who was responsible ? 

Senator Tirye. In other words, you would permit him to contract 
with the Commodity Credit Corporation to store grain without first 
ascertaining whether he was licensed under the State in which he had 
his warehouse / 

Mr. Wurrer. Senator, I am sorry that I cannot tell you whether 
we would or would not. I do know that the application form had a 
place on it where it said, “Are you licensed by the State or are you 
not ?” 

I do not know what the instructions were in case he said, no. 
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Senator Kem. What did you call 

The CHairrman. Senator Aiken. 

Senator Arken. I was going to suggest: Would it not be in the 
interest of saving time if we set up some rules of procedure whereby 
the counsel be permitted to complete his questioning and then e: ach 
member of the committee ask such additional questions as he may 
wish to ask. I simply say that in the interest of time saving, because 
there is hardly a question asked that I have not felt like coming in 
with a dozen more, but I realize that most of them will be answered, 
probably, before the counsel finishes completely. 

Senator Anperson. On that point, because this is a rather impor- 
tant point right here, there was a decision reached somewhere that the 
marketing facilities branch would approve storage places without 
inspection. That decision was reached in 1949. That is, probably, a 
very important point in this whole discussion. I think the point 
ought to be brought out. 

Mr. Correr. We were going to develop it. 

Senator Anperson. You just skipped over the fact that control 
was transferred from Kansas City to Dallas. That is an important 
point. How did it get shifted from there? Was it accompanied by 
instructions that the Marketing Facilities Branch would no longer 
inspect ¢ 

The Cuammnan. I grant it may be important, but the witness does 
not seem to know anything about it. So why labor the question ¢ 

Senator Arken. I think that counsel may develop it. 

Mr. Wuire. I am trying to be factual in my statements. I am 
under oath. I want totell the truth. I do not know the answer to that 
question. It may not be to my advantage to answer that one way 
or the other. I do not know it. I am not going to answer it if I do 
not know. 

Senator Kem. I am entirely in accord with the practice and proce- 
dures suggested by Senator Aiken. I would like to say in passing, 
though, that I concur wholly with the suggestion made by Senator 
Anderson as to the importance of this point. And I, also, think that 
the questions as to whether these bonds were based on 5 cents a bushel 
and 10 cents a bushel with wheat selling over $2 a bushel are, also, very 
important points and I assume will be developed much more exten- 
sively and much further as we proceed. 

Mr. Correr. I wanted to get in some background before we started 
developing the real issues. 

How much grain was involved in the transfer from Kansas City to 
Dallas, Mr. White ¢ 

Mr. Wuirre. As I recall the inventory that was transferred to us 
by Kansas City was, roughly, 60 millien, probably more than 60 
million bushels. 

Mr. Correr. And did you have to approve the warehouses entailed 
by the transfer? 

Mr. Wurre. Well, in 1949 we had been given the approval of the 
warehouses. 

Mr. Correr. Did that entail established warehouses that were al- 
ready licensed ¢ 

Mr. Wurre. No. The houses had already been approved by Kansas 
City. We did not go back and approve them. Just took the list that 
they gave us. 
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Mr. Correr. Roughly, what percentage of the warehouses did the 
Dallas office ever approve / ‘ 

Mr. Wurre. Well, if you are talking abeut initial approval IT imagine 
that 80 percent of the warehouses in the Dallas area were originally 
approved by the Kansas City office. We have approved warehouses 
since then by renewals which are done annually. And maybe 10 to 20, 
or, the difference would be those that we approved originally that 
Kansas City had not approved before we got the work. 

Mr. Correr. Did the renewal entail any real approval of a ware 
house that was already in use? 

Mr. Wurre. It did not include getting in a new application. It 
included getting in a new bond and a new statement in connection 
with the insurance. I believe those are—— 

Mr. Correr. Was there a change in the uniform grain storage con 
tract each year, or were the requirements stiffened, so that it might 
entail additional duties 7 

Mr. Wurre. From time to time they were changed. 1 do not know 
the changes or the dates, but there have been changes since it was 
transferred to Dallas, yes. 

Mr. Correr. What percentage of the warehouses that you approved 
initally in the 1949-50 period were these emergency warehouses / 

Mr. Wuire. That is a difficult question to answer. Roughly, when 
I left there we had about 1,000 warehouses. I had understood prior 
to that time that maybe we had as many as 1,100 or 1.200 warehouses 
on our approved list. 

I have been told that we at one time had 100 flat houses. as we call 
them, on our list, which would be what I think would answer to your 
emergency-type storage. 

Mr. Coirer. Was there any additional requirement for the approval 
of the flat houses or emergency type houses / 

Mr. Wuirte. Yes, and no. 

The procedure was the same in every respect including no inspec 
tion. In connection with the bonds we had the discretion of charging 
a higher bond if we desired up to 30 cents a bushel, I mean, of re 
quiring a higher bond. There was no difference in connection with 
the financial statement part of it. 

Mr. Correr. Was that tied into the financial statement part ? 

Mr. WHITE. Well, they all were worked together. The financial 
statement remained the same. 

Mr. Correr. What would be the conditions that vou would charge 
30 cents on your bond per bushel, rather than 10¢ 

Mr. Wuirte. Theoretically that type of storage is emergency. Or 
dinarily it would not be approved. On account of the big grain crops 
and the shortage of storage space and in order for the farmers to 
have the benefit of the price-support program it had to be under 
loan—it had to be in a warehouse to be under a loan. So the instrue- 
tions came out to approve that sort of thing. 

There is always the question in a flat house as to their ability to 
receive and turn in conditioned grain as compared to an elevator. 
There is more risk involved, in other words, depending on the type 
of equipment that they have, or the amount of equipment that they 
have. 

Therefore, we were given—well, in the beginning there was not 
any difference on the bond. It was not higher. And later on it 
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was changed. I do not know just when. But, generally, we made 
that bond, I, believe, 10 cents a bushel. I believe that was it. 

Mr. Correr. In the Dallas area ¢ 

Mr. Wurre. Yes; for emergency type of storage. 

Mr. Correr. Could you give us a very brief summary of the crop 
situation in 1948, 1949, and 1950 which may have precipitated unusual 
conditions ¢ 

Mr. Wurre. Well, 1948 was a very large crop, as I recall. However, 
the maturity date on grain, wheat, and grain sorghum, is not until 
the following March or April. In other words, the grain that we had 
under loan from the 1948 crop that was not redeemed would have been 
taken over by Commodity. 

Mr. Correr. You would get it in 1949? 

Mr. Wuire. In early 1949. So we had a big inventory on our hands. 

Well, now, that inventory really was sent to Kansas City. 

Then 1949 was another glut year on production, and a lot went under 
loan. As I recall, we had about 90 million bushels of grain sorghum 

and about 90 million bushels of wheat under loan from the 1949 crop, 
which we took over, roughly, 80 percent in early 1950. 

Mr. Correr. Eighty percent was not redeemed and you took it over ? 

Mr. Wuire. Yes, sir. 

Mr. Correr. You had 180 million bushels of grain on hand ¢ 

Mr. Wurrr. We took over about 144 million bushels, plus the 60 
million that we got from Kansas City. About 200 million bushels was 
you might say our inventory when we took the job over from Kansas 
C ity. 

Mr. Correr. In 1950? 

Mr. Wurre. Yes, sir. 

Mr. Correr. Did the glut of the 1949 and 1950 crop require taking 
emergency measures ¢ 

Mr. Wuirre. Yes, sir. This emergency type of storage is one of the 
things that had to be done. That was the year when, for the first time, 
loans were approved for grain stored on the ground out in the open. 
That illustrates how serious it was. 

Mr. Correr. That was a temporary arrangement until it could be 
moved in? 

Mr. Wurre. Yes, sir. They advanced, I do not know, 60 or 75 
percent of the normal loan price for grain on the ground with the 
proviso that it must be inside of a warehouse within 90 days. That 
gave enough time to get the boxcars to ship out to other areas. 

Mr. Correr. As the result of this condition, were you pressed to 
approve marginal warehouse space ? 

Mr. Wurrr. Yes, sir. We referred to it as emergency type of 
storage. 

Mr. Correr. Was that type of storage taken out of use as soon as 
you could get it out / 

Mr. Wurre. Well, yes: I can say that to this extent that vou do not 
get rid of 200 million bushels of grain in a very short time. 

Mr. Correr. What were the conditions with respect to the speed 
with which it was moving out to market or export ? 

Mr. Wurre. Our principal outlet for wheat and grain sorghum, of 
course, Was through the export programs to the various foreign coun- 
tries. And our movement in the last half of 1950 and the first half of 
1951 was very heavy. 
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Mr. Correr. For export ? 

Mr. Wuire. Yes, sir. 

Mr. Correr. Was that the only reason for the movement of grain 
out of the area’ 

Mr. Wuirre. Yes, sir. 

Mr. Correr. Would you have any grain going out of condition that 
you would be merchandising / 

Mr. Wuitre. Sometimes it would be going out of condition. The 
warehousemen would notify us, and under the contract we would 
have to take it over, if we agreed with him. If it were too far out of 
condition, so that we could not mix it with other grain for export, 
then we would have to sell it. Then in our heavy grain movements. 
the grain was inspected at the first inspection point, and we disposed 
of any grain that we felt unfit to go into the export program. 

Secondly, I should tell you that we notified the warehousemen after 
this grain has been shipped, at the inspection point we say, “Here is 
the inspection certificate. Wecannot use it. It is below grade. You 
take it over and pay out the full value, or, if you want us to, we will 
sell it, give you credit for it and you pay us the difference.” 

That is the way it worked. 

Mr. Correr. You state there was a steady accumulation of grain in 
warehouses in 1948, 1949, and 1950; you had an expanding operation, 
and it was being used only in export, and as you knew it went out of 
condition ¢ 

Mr. Wurre. That is right. 

Mr. Correr. How large an operation did that become in dollars? 
You said you had 200 million bushels—what size operation would that 
make ¢ 

Mr. Wurrr. It depends on what prices you use. We figured, roughly, 
at $2 a bushel. 

Mr. Correr. That would be $400.000,000 ? 

Mr. Wurre. That would be $400,000,000. The present price, I 
think, is around $2.50 a bushel. 

Mr. Correr. Were you devoting most of your time to the functions 
incident to this huge crop-storage program / 

Mr. Wuire. You mean me personally / 

Mr. Correr. Yes. 

Mr. Wurre. Well, yes and no. 

In addition to grain, we also handled a great many other commodi 
ties. We had a large office, even for a Government operation. In 
addition to that we were given out of a clear sky $45,000,000 for » 
cottonseed program that hit us in late 1949 and in early 1950. 

Mr. Correr. Was that a new program ‘ 

Mr. Wuire. Yes, sir. That was new, and, so far as I know, the 
first time the Department had ever supported the price of cottonseed. 

Mr. Correr. What was your function in that regard ¢ 

Mr. Wurre. Well, the county committees bought the cottonseed 
under the supervision of the State committees and at a later date 
they turned it over to my office to look after. And what we did with 
it was to make contracts for having it crushed by the crushing mills, 
and then stored, warehoused, transported, and disposed of. I might 
add that we roughly got $45,000,000 worth of cottonseed, and we sold 


out for about $48,000,000. 
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Mr. Correr. Did you handle the responsibility for this more or less 
clirectly while delegating the grain functions? 

Mr. Wurre. Yes, that is correct. I started to get into that, and got 
off on the cottonseed. 

As a matter of fact, moving the grain work from Kansas City to 
Dallas, the tremendous volume of work on grain, plus the cottonseed 
work, we had to make a more or less arbitrary division of work. And 
Mr. Solomon looked after getting the grain work transferred and 
getting things going, the day-to-day stuff, and I looked after cotton- 
seed. ‘Then we checked back and forth all of the time, of course. 

I was in on the policy part of setting up the office, but I was not in 
the day-to-day work that I would have been in had we not had the 
cottonseed program. I do not know whether you all realize it or not, 
but that is a lot of work. 

Mr. Correr. How much detailed time and personnel did this export 
program that you were charged with entail 

Mr. Wurre. That is very difficult to answer, but it was a very large 
program. I would like to quote some figures to you that will give 
you, better than I can, the size of it, if I can find them real quick. 

We did not have all of the people working on grain export work 
in one office where you could just count them. They were in various 
departments over the office. 

Ve had people in fiscal work, we had people in the Commodity 
Division working on it. We had people in the Transportation Divi- 
sion working on it. And I would say, I do not know—I hate to guess, 
but 30 percent, maybe, of the number of people in our office were 
working on that particular phase. 

May I put some figures in the record here? We issued some 2,612 
loading orders for grain, or an average of, approximately, 300 per 
month during the 9 months of 1950 that the grain movement was 
under our jurisdiction. And in 1951 we issued 1,600 grain-loading 
orders, or an average of 134 per month. 

During 1950, and this is where you get some idea of the volume, we 
paid freight bills on 65,657 railroad cars, or an average of 7,250 cars a 
month. 

In 1951 we paid freight bills on 77,832 cars, an average of about 65 
per month. 

Senator Hottanp. You mean 6,500? 

Mr. Wurre. Yes. During the 9 months of 1950 when we were han- 
dling the grain export shipping program, we loaded grain on 256 ships 
or an average of 28 ships a month. 

In 1951 we loaded out 391 ships of which 242 were loaded during the 
first half of 1951, or an average of 40 a month. 

That, incidentally, means more than 2aday. And the average num- 
ber of carloads of grain to the average boatload of grain was about 
240 cars toa boatload. That tells it better than I can. 

Senator ANperson. Do you know of any private firm that handles 
anything like that volume? 

Mr. Wurre. Nobody can compare. 

Senator Anperson. Even the biggest shipper in the country? 

Mr. Wuire. Even with the Dallas operation there is no single grain 
shipping company in the United States that compares with it in 
volume. 
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Mr. Correr. Mr. White, when did you first become conscious of a 
shortage condition in your area? 

Mr. Wurre. Well, our first grain conversion case came to our at 
tention in the last week of February 1951, that was the Meekins case. 

Mr. Correr. How did this come to your attention ¢ 

Mr. Wurre. Well now, maybe I should not worry about these 
things, but the Meekins case has never been filed on, so far as I know. 

Mr. Correr. It is a well-known, established shortage, I think, is that 
not so¢ 

Mr. Wurrr. Yes. There is no question but what he is short—O. K. 

Mr. Correr. I do not think we have to worry about that. 

Mr. Wuirre. A former disgruntled employee of Meekins came into 
our office about February 25, 1951. He talked with Mr. Solomon and 
told him that Meekins was short. That is how it came to ow 
attention. 

Senator Kem. Have vou identified Meekins for the record ¢ 

Mr. Wuirrr. Meekins is a grain warehhouseman, with headquarters 
at Corpus Christi, Tex. 

Senator Kem. Whiat is his first name / 

Mr. Wuirer. I believe it is Lewis—Lewis Meekins. 

Senator Kem. Does he do business as Lewis Meekins or what ? 

Mr. Wuilte. He does business under several different corporations. 
There again that will be in the files in the records some place. 

Senator Kem. You do not know what they are? 

Mr. Wuire. No, sir: I would not remember all of them. 

Senator ANperson. He has a business in Forth Worth, does he not ? 

Mr. Wuire. He is a partner. 

Senator Anperson. And in Corpus Christi, and the business in 
Corpus Christi is under a wholly different name ? 

Mr. Wuirer. Yes, sir. Asa matter of fact, the Corpus Christi busi 
ness is under more than one name. 

Senator Kem. Can vou not get those names, Mr. Chairman ? 

Mr. Correr. We can identify those. 

The Cuarrman. Are those the same people named in the report 
of the General Accounting Office ? 

Mr. Wurtre. Yes, sir. 

The Cuarman. It is the same case? 

Mr. Wuire. Yes, sir. 

The CuHatrrman. That Mr. Cotter is talking about ? 

Mr. Wurrr. Yes, sir. 

The Cuatrman. And it is completely identified in this report ? 

Mr. W wire. I clo not know whether it is or not. 

Phe Cuarmman. Have you read the report / 

Mr. Wuire. Yes. sir: but I do not remember it. 

The Chairman. It is identified in the report ? 

Mr. Wurre. Yes. 

Senator Jonunston. When it was called to your attention, what did 
you do? 

Mr. Correr. We are vetting to that. 

The CuHatrMan. He is coming to that. 

Mr. Wurre. If I might put this in, Mr. Solomon has handed me a 
list called the Meekins Warehouse & Storage Co. at Corpus Christi, 
Kingsville and Taft. Tex. 
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Senator Anperson. What else is it called ? 

Mr. Wuire. Senator Anderson, I just do not remember. 

Senator Kem. Where does Mr. Meekins live? 

Mr. Wuire. He lives in Corpus Christi. 

Mr. Correr. There is a Meekins farm, ranch, elevator in Corpus 
Christi, Tex. 

Mr. Wuirr. That would be one of them. 

Senator Hotitanp. You said a moment ago something about Fort 
Worth, that there was an associate participant. What business was 
that? 

Mr. Waite. That was another grain warehouse. 

Senator Hotianp. Was that involved in the shortage ? 

Mr. Wurre. Not in what we call the Meekins case. It was involved 
in another case. 

Senator Kem. What isthe name of that company at Fort Worth? 

Mr. Wuire. The Great West Mills. 

Senator ANnperson. Was Meekins involved in the Tanner case ? 

Mr. Wuirr. Senator Anderson, I do not know. I have no informa- 
tion that would indicate that. 

Senator Kem. Do you know any other grain operations he has? 

Mr. Wurre. No, sir. 

Senator Anperson. When we had a preliminary hearing I tried to 
state that the Meekins case was discovered by Meekins or someone 
connected with him walking into the office and telling about it. That 
was quite hotly disputed by people who said it was tracked down by 
the Department of Agriculture. Was it tracked down by the Depart- 
ment, or did somebody from Meekins or a former employee come in ? 

Mr. Wurrer. No, a former employee who had been fired, was dis- 
gruntled. He came in and talked to Harry Solomon. Harry is here, 
and he can testify to that. 

Senator Kem. Do you know that employee’s name? 

Mr. Sotomon. Yes. 

Mr. Wuire. I have heard it. 

The CHarrman. Do you know his name, Mr. Solomon ? 

Mr. Soromon. Yes, sir. 

The Cuatrrman. What is it? 

Mr. Sotomon. Well, he asked us not to disclose his name. I will be 
glad to give it, if you insist. 

Senator Anperson. They have a court case coming up, Mr. Chair- 
man. 

The CHarrMan, IT suppose we ought to keep that confidential. 

Mr. Warre. I might tell you that his name is in your records that 
you have here, I know that. 

Mr. Correr. T still think we ought to keep it confidential. 

Mr. Wuirr. We do not want to get into a suit of libel in addition 
to our other troubles. 

Mr. Corrrr. An informant deserves some protection. 

We will come back in a moment to what you did in the Meekins 
case, but what T would like to cover, first, generally, did vou have other 
indications between March and August of 1951 of possible conversions 
or thefts from the grain in storage? 

Mr. Wnirr. Yes, sir: we had other indications. 

Mr. Correr. How did they come to you? 
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Mr. Wurre. We had what we called rumors from the trade on some 
of them. And then on some of the others we referred to Compliance 
and Investigation, because they were slow in filling their loading 
orders, and we became suspicious that they were short. 

Mr. Correr. What did you do in those occasions that you got rumors 
from the trade that there was a shortage ¢ 

Mr. Wurre. I believe that the record will show we referred them 
all immeditely to the Compliance and Investigation Department. 

Mr. Correr. Did you take any other action, speaking generally now / 

Mr. Wuire. On every case that we suspected—and that would in- 
clude these two—we sent an order to our Fiscal Department to not pas 
any more storage vouchers to the warehouse until we got the thing 
settled. 

In some of those cases we sent our own man out to the warehouses, 
but that would not be true in every instance. We did it in some in 
stances, and in some instances we usually had a loading order for all 
of the grain that he had. 

I would say that is all we could do up to that time. We could not 
I do not know whether this is the right time to bring it out, but I will 
bring it out anyway, something that I do not think has been brought 
out previously. The system in the Department of Agriculture, in 
PMA, Commodity Credit, was not that we would investigate our own 
cases, that is, my oflice, or not that we would send out—we would go 
to the district attorneys ourselves—the system was that whenever we 
had a suspicion of shortage that we felt needed investigation, that 
we would refer that to the Compliance and Investigation office in 
Dallas of PMA. And it was their responsibility and their job to do 
the investigating, and we were net in a position to do more than I 
have outlined here about stopping all the pavinents until after that 
report was returned to us, and we had referred it to the Solicitor’s 
office. And he was not in a position to take any action until that 
information was made available. 

Mr. Correr. There was no restriction on your taking any action 
which would protect yourself civilly or attempt to get the grain out 
of these warehouses or attempt to determine just what the situation 
was, is that correct ? 

Mr. Wuire. Well, I have got to split that one up. There was no 
restriction on us getting the grain out of the warehouses or stopping 
payment or things like that. But when you say to protect ourselves 
civilly, I presume you are referring to filing a lawsuit in the court to 
recover our money. 

There was no restriction against doing it, except you just could not 
do it. The lawyers would not do it until they got this information 
developed by the Compliance and Investigation Department. 

Mr. Corrrr. You said there were other suspicious circumstances. 
You divided that into two parts, and you said there were other sus 
picious circumstances that put you on a certain case, chiefly delayed 
loading orders ? 

Mr. Wurre. Yes. 

Mr. Correr. Would your action be the same whether it was a rumor 
from the trade or a delayed loading order ? 

Mr. Wurre. Well, there would be some difference. The primary 
difference would be this, that if a loading order were delayed there 
would have been some contact with the men by telephone or by letter. 
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If he still did not ship promptly enough or not at all to the point 
where we really became suspicious, we usually sent out what we called 
our grain inspector to his warehouse to check, to see if he was short. 
We usually did that before we would refer it to C. and L—Compli- 
ance and Investigation. 

Mr. Correr. Did your grain inspector develop shortages in certain 
cases ¢ 

Mr. Wuire. Yes, sir. 

Mr. Correr. In how many cases ? 

Mr. Wurre. Well, I would not know how many he developed. But 
during the period you are talking about we referred, either as a result 
of people coming into our office, like the Meekins case, or as a result 
of trade rumors, or as a result of us being suspicious of loading 
orders—we referred 12 cases to C. and I. from the Meekins case 
through August. 

Mr. Correr. Between February and August. 1951? 

Mr. Wuire. Yes, sir. Some of those cases were as a result of our 
inspector going out and finding that according to his measurements, 
the man was short. 

Mr. Correr. Were you shipping any grain out of this area for ex- 
port at this time? 

Mr. Wuire. May I add something to that? I think that is perti- 
nent. I would like to add that four of the major cases in the General 
Accounting Office report that are referred to as conversions, that those 
cases were, you might say, developed by us, and they are Meekins, 
Plains Grain & Storage, Henderson Grain Co., and the E and S 
Bonded Warehouse. In other words, four of the eight listed on this 
conversion case list of the General Accounting Office came in either 
as a result of somebody coming to us, hearing a rumor, or us sending 
our inspector out and developing this shortage. 

Mr. Correr. What action was taken in cases Meekins, Plains Grain 
& Storage. Henderson, or E and S Bonded Warehouse, as a result of 
your inspector going out there? 

Mr. Wuirr. Well, if our inspector went out and measured and 
found the fellow to be short, according to his measurements, why, we 
referred it to our C. and I, Department immediately for investigation. 

Mr. Correr. And when you got the report back, what happened ? 

Mr. Wuire. We called in our lawyers or we referred it to our 
lawyers, whichever way you want to put it, and the report was gone 
over and a decision was made as to what action ought to be taken. 

Some of the questions that would arise was, do we have a criminal 
case, do we have a case we can win in court, is the man actually short, 
should we try to get a receiver appointed, or what have you? 

Mr. Correr. On how many occasions did you have that kind of a 
conference ¢ 

Mr. Wuirr. I will have to divide that in this way. You see, up 
until the time I left, as I recall, we had received the final report on 
only about two eases from C. and I. 

Mr. Correr. C. and I. had only completed its investigation on two 
cases ¢ 

Mr. Wurre. Yes, sir. 

Senator Arken. As of what date? 

Mr. Wurre. That would have been January 3, 1952. 

Mr. Correr. Proceed. 
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Mr. Wuire. And in the meantime, however, there were conferences 
on some of the other cases, although we did not have the information 
that the lawyers thought was sufficient to go into court and actually 
try a case at that time. 

I may not get them all right, but I know we consulted on Hender- 
son and, of course, we consulted on Meekins, and I know we consulted 
on Plains Grain and on the Shannon Elevator, because in consulta- 
tion with reference to the solicitors going to the district attorneys 
or the Federal judge in that territory, and getting a receiver ap- 
pointed for those particular warehouses, so that our interests would 
be protected until we could get enough information to actually have 
a suit. 

Mr. Correr. Mr. White, between February and August you con- 
ferred on how many—10 cases ¢ 

Mr. Wuire. I said 12. I will say 10 or 12. 1 think it was 12. 

Mr. Correr. And you only got reports back from C. and L., on two 
cases ¢ 

Mr. Wurre. No: I did not answer that kind of a question, 1 am 
sorry. I said that between March and August we referred 12 cases 
where we had, you might say, initiated looking into whether it was 
short. I do not know how many we referred during that period to 
C. and L, but I would say that that was, probably, all of them that 
we had referred during that period—maybe some, maybe not. 

Mr. Correr. Would it be a greater or lesser number ¢ 

Mr. Wuire. It is possible that it would be a greater number. 

Mr. Correr. What I am getting at is, are you suggesting that the 
C. and I. investigation caused something of a bottleneck in the action 
that should have been taken ? 

Mr. Wurre. Well, if you are referring to the cases not coming back 
over to us sooner than they did and not being referred to the solici- 
tors sooner, as the General Accounting Office report says, I am very 
definitely stating that, yes; that that was a definite bottleneck; that 
was the only reason that there was any delay. 

Mr. Correr. What was the reason for the delay, do you know 4 

Mr. Wurre. I do not know, but I know what the head man of the 
C. and I. office told me. lam sure that is correct. 

Mr. Correr. Who is the head man? 

Mr. Wurre. Mr. William Ellhott. He is the head of the Dallas 
PMA compliance office, and he told me that he just simply did not 
have enough people to handle the cases, and he also told me that in 
addition to handling our five States, that he had to handle the same 
type of work for Colorado and Kansas out of the Kansas City office. 
And, of course, added to that he had to handle the other investigative 
work for the other parts of PMA. 

Senator A1ken. Who is he responsible to directly ¢ 

Mr. Wuite. He was responsible to Mr. Duggan. 

Senator Aiken. And he was responsible to the Washington office / 

Mr. Wurre. Yes, sir; the head investigator in the Washington 
office. 

Senator A1rKen. And not to you in any way‘ 

Mr. Wurre. No, sir. 

Mr. Correr. I do not think, Mr. White, we have identified the 
territory by States for which you were responsible: have we? I 
think we had better do it. 
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Mr. Wuirr. I mentioned it a while ago. They are Texas, Okla- 
homa, New Mexico, Arkansas, Louisiana. 

Mr. Correr. That area did not correspond with the territory that 
this C. and I. branch in Dallas was responsible for, did it ¢ 

Mr. Wurre. No. 

Mr. Correr. Were there any other steps that were taken to 
expedite action on these cases? 

Mr. Wurrr. Of course, we took a lot of steps: something that you 
might be interested in. Early in the game, as I remember, it became 
apparent that C. and I. was not going to be able to get those cases 
out as fast as we would like to have them out. So we—in consultation 
with the lawyers and with the investigators—worked out technique 
which was supposed to rush things up. To explain that briefly, if 
we were suspicious of a case, we were pretty sure he was short, we 
were trying to get him tied up, so he could not dispose of his assets. 
And in order to do that, we needed to know what his financial status 
was. We needed to know how much short he was. We needed to get 
from him an admission in writing, if we could, that he was short. 
And that became classed as a limited investigation. The limited in- 
vestigation was not supposed to take as long. We would use that if 
his financial statement showed he was not solvent, to have our lawyers 
go to the court and ask fora receiver to be appointed. 

In order to go into court and try a case, either on a civil basis or 
trying to recover our money for storage, for example, we paid him 
for grain that was not there, or in order to try him on criminal 
charges you had to have a great deal of detailed information. You 
had to know when the grain got there, how much got there, what his 
daily inventory was, when he shipped out, how much he shipped out, 
whom he shipped out to. We had to know the date that he became 
short, and how much he became short. 

We had to know how much of the grain in the warehouse was ours, 
and how much was somebody else’s, because it was commingled. All 
of that is a mass of detail that takes time to get, but you cannot—the 
lawyers say, win a lawsuit in court either civilly or criminally with- 
out that type of information. 

Mr. Correr. Mr. White, you had evidence that this man had so 
much of your grain; is that not correct ¢ 

Mr. Wurre. Yes, sir. 

Mr. Correr. And why did you ever have to know so much detail 
about his chicanery to simply go after the grain as evidenced by your 
warehouse receipts ¢ 

Mr. Wurre. Well, I do not know. That is a good question for the 
lawyers. They said we had to have it. 

Mr. Correr. Do you mean that you could not get your lawyers to 
take any court action by way of specific performance or anything 
before vou developed all of this mass of information ? 

Mr. Wurre. Well now, by the mass I am referring to civil or crim- 
inal action. 

Mr. Correr. Of course, criminal action was not necessary to get 
your grain back, was it? 

Mr. Wurrr. Well, I do not know. T guess not.. Civil action is 
what it would take to get that, but we did need all of that mass, for 
example, to get a limited investigation. If the man happened to be 
solvent or insolvent, or if he happened to admit in writing that he 
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had converted or that he was short, we did not need a mass of in- 
formation to get a receiver appointed. However, that was not get- 
ting our money back. That was simply protecting our interest. 

Mr. Correr. You issued a substantial number of loading orders 
where the warehouse did not comply with those; is that not correct ? 

Mr. Wurre. I would not necessarily say that is true. I would say 
a substantial number of loading orders were issued. I read that off. 
[ would say that there were numerous instances in which the ware- 
housemen were slow in billing those loading orders. I would say 
there were very few instances in which these loading orders were not 
finally filled. And in those few instances, of course, would have only 
been those cases where the fellow did not have the grain. Compared 
to a thousand warehouses, just a few instances to me—to you it might 
be a lot. 

Mr. Correr. We will go into the individual cases later. Shall we 
now take up additional steps that were taken by you to get action on 
what appears to be now a fairly substantial number of shortage cases ? 

Did the Audit Division play a part in developing certain of these 
shortages ¢ 

Mr. Wuire. Yes. I am not certain as to the dates, but I think we 
started getting reports from them some time in September, maybe 
the first ones, and more so in October and November. 

The PMA audit office in Dallas, under the head of Mr. Rounsavalle, 
started making spot-check inventories of the grain warehouses pri- 
marily in Texas and Oklahoma. As I understand it, the results of 
those spot checks indicated that there was, according to them, a very 
large percentage of shortages. 

Therefore, they proceeded to check all of the warehouses in the 
territory, where the warehouse had more than one carload of com- 
modity grain in it, and where it was not an inland or a port terminal 
and where it was not licensed under the United States Warehouse Act. 
In a little shorter way, that means primarily what we call country 
houses. I guess you want me to finish there. 

When audit checked a warehouse and in their opinion it was short, 
or, at least when it was short enough in that they thought it was sig- 
nificant, they made a report to us, and we immediately referred it to 
our C. and 1. department for investigation. 

Mr. Correr. Did you discuss this shortage situation with your 
Washington office ? 

Mr. Wurrr. Yes. 

Mr. Correr. Can you give us the information with respect to that ? 

Mr. Wurre. I do not know whether I can give you all of them or 
not. We had a number of discussions in Dallas among ourselves with 
the solicitor’s office. 

Mr. Correr. You mean the local solicitor’s office ? 

Mr. Wuirre. Yes, si 

Mr. Correr. Who is the local solicitor ? 

Mr. Wurrer. Mr. William Farrell was the head of it. However, we 
dealt most of the time with a member of his staff by the name of Lee 
Pierson. 

Mr. Correr. When did you first call that to their attention ? 

Mr. Wurre. We discussed it with them. Well, we started on the 
Meekins case, and with the C. and I. office. And as I say, it was 
apparent that they'were going to be slow in getting these cases investi- 
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gated. I talked with Elliott, the head C. and I. man about it, as to 
what could be done. He said he had already asked his Washington 
office to furnish him more men. And on more than one occasion | 
pointed out to my Washington office that it was a bottleneck, and that 
more men were needed. And to give you, if you want, specific in- 
stances on that, I do not have a copy of the transcript, but I know I 
called them in early September, and at a meeting in Atlanta, Ga., about 
September 15, of Commodity office directors, 1 made a statement on 
it In an open meeting there that we needed more investigators to get 
this thing going. 

At the same time I also asked for some policy statement on how to 
handle the cases administratively. 

Mr. Correr. Pardon me. Had you not had any discussion with 
Washington directly, your superiors in Washington, other than the 
C. and I, or the solicitors in Dallas with respect to policy matters 
before that time ¢ 

Mr. Wurre. Just on individual cases; but early in September it 
became apparent that we were going to have quite a few of them. 
There were all kinds of questions coming up about what to do in this 
kind of a circumstance and that one. Not what to do, but what was 
the policy going to be. 

And so I really brought it to a head, or you might say, a thorough 
discussion, first, in Atlanta. : 

Senator ANperson. When was that ? 

Mr. Wurre. September 15. 

Senator ANDERSON. Who was there ¢ 

Mr. Wurre. Well, all of the directors of the other PMA Commodity 
offices—Mr. McArthur, deputy director of the Grain branch in Wash- 
ington, John Dean, the assistant deputy administrator in charge of 
Commodity Operations, and then his boss, Elmer Kruse, and my boss, 
incidentally. 

Senator Hotitanp. Who was your boss ¢ 

Mr. Wurre. Elmer Kruse. 

Senator Anperson. Did you discuss it with Mr. Kruse at that 
time ¢ 

Mr. Wurre. Yes, sir. 


Senator Kem. When you speak of these cases, what cases do you 
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mean ¢ 
Mr. Wuire. When we are talking, Senator, from March to August, 
then I am referring. primarily, to E. and S. bonded warehouse. 
Senator Kem. E. and S., San Antonio, Tex. ? 
Mr. Wuire. Yes. sir. Meekins Warehouse and Storage. 
Senator Kem. Corpus Christi ? 
Mr. Wurre. Corpus Christi. Plains Grain, Pantex, Tex. 
Senator Kem. Are you referring to Shannon Elevator, Sudan, Tex. ? 
Mr. Wurre. I would say not. Mr. Solomon says, “No.” He is 
correct, [ am sure, because he kept up with it better than I. 
Senator Kem. Are you referring to Great West Mills, Fort Worth, 


Tex. ? 
Mr. Wurre. I suspect I am, because that was one of the cases that 
° came up before September. 


Senator Kem. What other cases are you referring to ¢ 

Mr. Wurre. Well now, let me get your question correct. If you 
are asking me did I talk in Atlanta about each one of these individual 
cases, the answer is “No,” on that one. 
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Senator Kem. What cases did you talk about? You said you 
talked about these cases. I think the committee and the record ought 
to show what cases you did talk about. 

Mr. Wuire. I talked about the fact that we had a number of cases 
that appeared to be shortage cases or conversion cases, and what was 
going to be the general policy on conversion and shortage cases. 

Senator Anverson. Did you indicate that they ran from half a 
million dollars to a million dollars each ¢ 

Mr. Wurre. Probably not at that discussion, Senator Anderson, 
but we made reports from time to time into Washington, and if at 
the time of this discussion these cases had come to our attention 
and IT am sure they had, why, we had already reported that into 
Washington. 

Senator Kem. And you directed the attention of these officials to 
them again at the Atlanta meeting ? 

Mr. Wuirre. Yes, sir. I directed their attention to two things: one. 
that we had a bottleneck in Dallas in the C. and L. office due to the 
lack of investigators; two, that I needed to have some policy state- 
ment out of Washington about what to do on these variations within 
a shortage or conversion case. 

Senator Kem. What were you told? 

Mr. Wurre. I do not remember the answer on the investigations. 
I, probably, was told that money was very short, because we were 
told that about some other things that we were asking about. 

And on the policy part of it I was told that I had raised some 
very tough questions and I believe it was along the line that they 
ould look into it and we will see about it, or, at least, I did not get 
any statement of policy, if that is what you are referring to. 

Senator Kem. Who told you that you were raising some very tough 
questions ¢ 

Mr. Wuire. Mr. Kruse. 

Senator Kem. Anybody else? 

Mr. Wurre. Not that I recall. 

Senator Kem. Who told you about that they would look into it ? 

Mr. Wurre. Well, I guess he did. I do not remember. I mean, 
we had a table there as big as this, and it was full of people. Mr. 
Kruse was chairman most of the time. Mr. John Dean was chairman 
the remainder of the time. 

Senator Kem. You left Atlanta with the idea that they would look 
into it and let you know ? 

Mr. Wuire. Yes, sir. 

Senator Kem. Did you hear from them promptly ? 

Mr. Wuire. Well, I did not hear from them what I would call 
promptly. I do not like to use that word “promptly.” The Secretary 
used it in several of his charges on me, I thought very unfairly, but 
we did not hear from them. 

Senator Kem. You did not hear from them at all, is that correct: 
you did not hear from them at all? 

Mr. Wurre. That is right, about this matter. And I believe, on 
about. October 14. which would have been almost a month later—I am 
not trying to split hairs, but some people would not cal! that prompt— 
some would—October 14 I called them. 

Senator Kem. Called whom / 
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Mr. Wurre. Mr. Kruse. I reminded him that we had discussed 
the matter in Atlanta and that I still needed some policy decisions and 


that I would like for a member of the Grain Branch and a member 


of the Solicitor’s office in Washington to come to Dallas. 

Senator Anperson. Did your office make a transcript of that 
discussion ¢ 

Mr. Wuirr. Yes. sir. 

Senator Kem. Have you got that there ¢ 

Mr. Wuiter. Yes. 

Senator Kem. Will you produce that ¢ 

Mr. Wurre. i have already given it to your investigatve staff, but 
I have got a copy of that which L could—— 

The CHarrmMan. In that connection, Mr. White, can you be more 
specific as to what you discussed, what you wanted him to do for you / 

Senator Kem. Let us get hold of this memorandum of this con- 
veration. I think the committee is very much interested in it. 

The Cuairman. I would like to know what he is talking about. 
What policy was he asking about. Do you know ¢ 

Senator Kem. I want to see the memorandum. I think it will 
disclose that. 

Mr. Wurre. Not necessarily ; but, certainly, 1 want you to have the 
memorandum. 

Senator Anperson. Did you ask that Ed Shulman -be sent down 
there / 

Mr. Wuirr. I think his name was mentioned, Senator Anderson. 

I did not particularly want Ed Shulman, but he was handling this 
grain conversion work. That is who I had in mind. 

Senator ANperson. He is a very, very competent person. He was 
busy, of course, up here a good deal of the time. I can understand 
why you did not get him. 

Mr. Wurre. I said that was October 14. 

The CHa e What are you reading from / 

Mr. Wurre. I did not intend to read. I was just going to tell you 
that I said that was October 14, but it was October 10, 1951. Do you 
have a copy of this? 

Senator Kem. Yes,sir. Would you read that ? 

Mr. Wurre. Yes, I will read it. 

The CHarrman. What is that you are reading from ¢ 

Mr. Wuire. This is a long-distance conversation on Wednesday, 
October 10, 1951, at 9:30 a. m.. between Latham White—that is me— 
and Elmer Kruse, the assisant administrator in PMA in charge of 
commodity operations. 

Do you want me just to read it ¢ 

The CHarrmMan. That seems to be the desire of Senator Kem. 

Senator Jounston. How long is it ? 

Mr. Wuire. It is about three pages. 

The Cuatrman. How was that taken ¢ 

Mr. Wurre. This was taken by my secretary in Dallas on the phone. 

The CHarrMAN. She was listening in ¢ 

Mr. Wuire. Yes, sir. I do not want you to get any wrong ideas 
about that. It was customary in our office, at least in my office when 
we were talking with Washington, to have a girl on the line to make a 
transcript. 

The CuatrMan. I understand that. Was Mr. Kruse aware of that ¢ 
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Mr. Wuire. I do not know whether he was aware of this one or not. 

The Cuairman. Not that it makes any difference. 

Mr. Wuirtr. I am sure he was aware that that was the practice i: 
our office, and I think that that was the practice in their office. 

The Cuarrman. Will the reading of that statement answer the 
question ¢ 

Mr. Wurre. It will not necessarily answer your questions as to what 
kind of policy. 

The Cuairman. That is right; will the reading of that statement 
answer the question that I have just asked you ¢ 

Mr. Wurre. No, sir. 

The CuarrMan. It will not? 

Mr. Wurre. No; I do not think so. 

Senator Kem. It will answer the question 1] asked him. 

The Cuarrman. I was wondering, Senator Kem, if it would not be 
advisable for the committee to be informed as to what he was after— 
what policy was he asking to be stated to him. I do not know. I 
would like to know. 

Mr. Wurre. I will be glad to tell you, if that is what you want. 

Senator A1ken. Read it. The telephone conversation will not take 
long. 

The CuarrmMan. But it does not indicate 

Senator Jounsron. You could tell in a few words what the policy 
was that you wanted. 

Mr. Wuire. Yes, sir. 

The Cuarrman. If you dothat and then read the statement, I think 
we will understand the statement better. 

Mr. Wuire. I think I can tell you in a few words. Iam not a man 
of very few words, though. What I wanted was this: I wanted to 
know when we felt like a man had converted grain—let me start over 
again. That is just a little bit hard. 

For example, grain conversion to me means that somebody used 
your grain without permission. Conversion to my mind is divided 
into two parts, willful conversion and unintentional conversion. 

Senator Arken. Is that word in common use / 

Mr. Wurre. It is in our office. 

Senator A1rken. Were you told to use the word “conversion” ¢ 

Mr. Wurre. Sir? 

Senator A1rken. Were you told to use the word “conversion” ? 

Mr. Wurre. No. Somebody used it, and we all started to use it. 

Senator A1rken. I was wondering how it originated. 

Mr. Wuire. So that was one thing. If a man has willfully con- 
verted, I did not need any policy on what todo on that. I knew what 
we were supposed to do, was to get the information and furnish it to 
the Department so that they could take very positive steps to trv to 
get him. 

Senator HotLtanp. Furnish it to what Department ? 

Mr. Wurre. To the Solicitor’s office and to the office in Washington 
of PMA and the Solicitor. 

The Cuamman. Then you did not need any advice from Mr. Kruse 
as to those that were intentional ? 

Mr. Wurre. Not on those we thought were intentional. 

The CuatmMan. All right. What is the other? 
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Mr. Wurre. There is another case down there, there is some doubt. 
about what it is. There is no question but what it is conversion, if 
conversion is taking your grain and using it. Whether or not is was 
willful, there is a lot of doubt, too, at least if you believe half of what 
the fellow tells you. 

I wanted to know what to do with that type of case, was that to be 
sent on over, and were we supposed to refer that to the district attor- 
ney, or I mean, was it supposed to be recommended for referral to the 
district attorney. That is one thing. 

You have another point that comes in. and that is, in some of these 
grain shortages, there will be a matter of a shortage on delivery. In 
the grain trade, I mean, there is no question but what some grain 1s 
lost on account of shrinkage. 

We wanted to know what was a reasonable amount, in other words, 
we have been using 2 percent. In other words, if a man were under- 
delivered by 2 percent, and we had no suspicion of conversion, then 
we did not refer that case to the C. and I. department. We did not 
know whether that was a good figure cr whether it was not. We 
wanted to find out. 

Later we found out their idea of that was 3 percent. That was 
another thing we wanted to know. 

Senator ANperson. Did anybody ever use the word “embezzlement” 
instead of conversion—did anybody, I mean ? 

Mr. Wurre. No. 

Senator Anperson. You just got the habit of calling it conversion, 
although you recognized it as embezzlement ¢ 

Mr. Wurre. Yes, sir: stealing, in other words. 

Senator Anperson. That is still a better word. 

Mr. Wurre. Yes. 

Senator Younae. If he had a shortage of 2 or 3 percent, he was 
responsible under his bond, was he not ? 

Mr. Wurrer. Yes. We got the money out of him, but the question 
was, you see, we had a lot of cases going over to C. and I. They were 
flooded with them, vou might say, compared to the staff they had. 

Were we supposed to send a case over to them that probably was 
not a conversion case when they were already covered up? We wanted 
to get some sort of policy on it, becanse we did not ever want to get 
in the position of being accused of not having referred something to 
them that we should have, in plain language. 

Senator Anperson. If there was only 2 percent loss, the man prob- 
ably was not trying to steal anything from the Government. 

Mr. Wurre. It was reasonable to assume that it was a 2 or 3 percent 
loss—if it was a small percent, that it was not conversion. And for 
lack of any information that it was conversion, we did not see any 
point in sending them over to them. That is one thing. 

Senator Anperson. Was that part of the policy that you wanted 
to get clarified ? 

Mr. Wurre. Yes. Another thing was that a man will be found 
short. You willtalk with him. He willsay he has not converted. You 
do not know whether he has or not. And he will want to settle with 
vou. He will say, “We will give you the grain.” 

Well, there was some discussion about it, and if you take any money 
or you allow these fellows to deliver, you are going to compromise your 
case in court later in the event you are trying to convict him of a 





NODA oe 2) a ateab eins +2 


tis 


‘a NED ae Masa eS 


diggindl tied do 





eo eS ae eee 


aun Seettng BE aE 


ton 


vend a's 


ith te RT hE a ee RCM 








STORAGE AND PROCESSING ACTIVITIES OF CCC 117 


criminal charge. We wanted to know what to do. Should we take 
the money, should we take the grain / 

Senator AIKEN. Can we have the telephone conversation read? T 
understand that pertains to this matter. 

Mr. Wuire. You can have it, but let me put one more point over, 
and I will give you anything you want. 

Senator Arken. All right. 

Mr. Wuirr. The rest of it—I mean the last one I never have rot 
the answer to that one: that is, if a fellow is short—let me give an 
example. There was one warehouse that Audit found short here in 
this warehouse. In the other warehouse the fellow owned he was long. 
In the two warehouses combined he had more grain than he, you 
know he was not short at all. 

Section 7 of the Uniform Grain Storage Agreement says that the 
man must have enough grain in his warehouse at all times to cover 
the warehouse receipts issued on that warehouse. 

Well, you can see that in that type of case the least you have amounts 
to a technical breach of your contract, 

Senator YounG. Suppose a warehouse was short 10 percent, and 
he was willing to pay for it—pay for the shortage, that is, would 
that be called conversion / 

Senator Jounstron. He wanted an answer to that. 

The Cuamman. He wanted an answer tothat. That was the policy 
that he was trying to have developed, as I understand it. 

Senator Hotianp. Let him finish his statement. I think this a very 
valuable. 

The Cuatrman. I think so, too. 

Mr. Wurre. Let me finish the statement that he has technically vio 
lated the Uniform Grain Storage Agreement. 1 wanted to know, were 
we supposed to cancel that man’s agreement and quit doing business 
with him? If we canceled it, how long would we cancel it ? 

Senator Kem. That is what you wanted to know when you talked 
to Mr. Kruse over the telephone? 

Mr. Wurre. In the Atlanta meeting and over the telephone. The 
question was what kind of question did you want to get answers to. 
I will try to answer it. 

Senator Kem. Have you 
there / 

Mr. Wurre. Yes. 

Senator Kem. Mr. Chairman, could we have that made part of the 
record ? 

The CHatrmMan. Did you indicate all of the questions you asked 
him ¢ 

Mr. Wurre. I guess so. 

The Cuarrman. All right, proceed with it. 

Senator Kem. Can we have that made a part of the record / 


Mr. Wurre (reading): 


Mr. Kruse. Hello, Latham How are you? 

Wuite. Fine. I have two things. First one, these grain conversion cases. I 
did enjoy my visit over in Atlanta about it, but we are right in the middle on 
those things. And I still feel like I need a lot of help on it I was wondering if 
somebody from the Grain branch could come down here and spend a couple of 
days going over it with us, so we will be in line with the rest of the country 
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I would like to interpose there—and this is not a speech, necessarily, 
but I feel like that—particularly in the Federal Government, that they 
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ought to be consistent in the policies that they have. In other words, 
if lL am going to cancel out a man because he is technically breaching 
his storage contract, then I think the other seven offices ought to 
operate under the same policy. 

Senator Kem. Mr. Chairman, if we do not have this read, and have 
it put in the record, we cannot tell what is interpolation and what is 
part of the transcript here, the conversion. And if you will permit 
me, I would like to suggest that this transcript be read. 

The Cuamman. And without comment. 

Senator Kem. Then such comment, as seems necessary to be made 
later. 

The Cuarrman. I think you are correct. 

We will ask the stenographer at this point to put in parentheses 
this interpolation that he has just indicated, so that it will be separate 
and apart. All right, proceed. Do it without comment. 

Mr. Wuire. I won't interpolate, but I have to do something on the 


next one. 
Exuisit No. 5 


LONG-DISTANCE CONVERSATION, WEDNESDAY, OctTornER 10, 1951, 9:30 A. M.— 
LATHAM Wutre, DaLttas PMACO, to E_mer F. Kruse, PMA AACO, Wash- 
INGTON, D. C. 


Kruse. Hello, Latham, how are you? 

Wuire. Fine, Elmer. I have two things. First one, these grain conversion 
cases. I did enjoy my visit over in Atlanta about it, but we are right in the 
middle on those things. And I still feel like I need a lot of help on it. I was 
wondering if somebody from the Grain branch could come down here and spend 
a couple of days going over it with us, so we will be in line with the rest of the 
country. 

Kruse. You want Jack? 

Wurre. That's what Harry suggested. I have no preference. 

Kruse. He's probably the smartest man on the whole business. I think he 
would be the best one, 

Wuire. He and Harry talk a language all their own. They have worked out 
a pretty nice relationship. 

Kruse. O. K. 

Wuire. The second one, I think it would certainly help a lot down here if Ed 
Shulman could come along too. 

Kruse. I'll talk to him about it. I think Ed would like to. He possibly will. 

Wuire. We've got about 17 or 18 of them; they're in all stages. Some of them 
look like, unless we want'to be very technical, we ought to release them. Another 
thing we want to get: I would like to have from Shulman—I think it would be 
mutually helpful to the regional office of the solicitor here to talk about just 
how we should proceed on these cases. For example, it seems like every time we 
get into a real conversion case, it takes 2 or 3 months for C & I to get the whole 
thing. 

Kruse. That's a real problem. There are some unanswered questions in that 
thing. To a large extent, Audit and C & I cover the same deal, as far as records 
concerned. The Audit boys will come up in a couple of days with their findings 
and it takes C & I months to get the same thing. 

Wuite. You see why I need some help. 

Kruse. That's right. We've had discussion on this thing, from a financial 
standpoint. Where money is involved. Take our Tanner case. C & I took a 
lot of time getting a lot of data and didn’t have anything till we got an audit on 
it. Those very same things it may be possible——— 

Wuire. We don’t have to have them tomorrow or anything. Did you get my 
letter about setting up a committee? 

Kruse. Yes 

Wuire. What do you think about it? 

Kruse. From the standpoint of keeping informed, I think that’s O. K. From 
the counsel and advice standpoint, I think that is fine. 
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Wuirte. It is working pretty good in this respect: First thing on a case, 
we want to stop payment on everything. Then we have to have something 
from Fiscal and then from Commodity, then from Loans, and then from C. and I. 
John Ball was spending all his time and has for the last 30 days, and it’s 
just running him ragged to keep everything together. So, we decided to set 
up this committee and thrash everything out. 

Kruse. We hope not to have a reoccurence in the future, but we've got this 
problem to work out at the present time. 

Wuuire. In terms of real conversions, I think we are over the hump. The 
Audit crowd comes in every other day with two or three reports that show the 
fellow has at some time or other been short. That worries me. But maybe 
he’s made it up before Audit got there. If we would get real technical, we are 
supposed to cancel him out because of breached contract—of having grain there 
at all times. But if we do that, it looks like we’re going to have half of them 
out of the program. Furthermore, this has been going on a long time. 

Kruse. There's question, probably—when he was in position and took care of 
it, not too much has been said on it. On the other hand we are now in position 
where, due to combination of circumstances all over, we are just at a policy 
where tie knot a little tighter. 

WuHuirte. I agree with that. Except that I have two comments: (1) I will 
not be doing it unless everybody else is doing it. (2) I think we ought to put 
them on notice, that we are going to look at that sort of thing seriously. 

Kruse. Of course, — position is a little different. The quickest and 
strongest way is to take one of these guys and put him over the hump. 

Wuite, We are not going to take anybody unless he has been a converter. Ed 
Shulman will be the last one to say to do that where he has been short and 
made it up. The real converters—there’s just one thing to do and that’s to put it 
to them. Where they have been allowed to practice that type of operation for 
a number of years, then all of a sudden we start what they call getting techni- 
eal, I think we ought to put them on notice that we are going to get technical. 
Then cancel out their contract even though they do make up the grain. 

Kruse. A lot of things need discussing. I'll see what I can do. I'll possibly 
come down with them myself. 

Waite. That would be swell. It didn’t occur to me you could get away. But 
that would be just wonderful if you could come, too. 


That is the end of the grain-conversion part. 

Mr. Correr. Do you want to finish it ? 

The CuarrRMan. Finish it up. 

Senator Kem. Do you want to explain? You have some comments 
to make? 

The CuarrmMan. Are you through reading it ? 

Mr. Wuire. That is the conversation—that ends the conversation. 

The Cuatrman. What is the other? 

Mr. Wurre. On the grain conversion. 

Senator Kem. Has it to do with gratuities? 

Mr. Wuire. It has to do with gratuities. Would you like to hear 
that, too? 

The Cuatreman. I do not. 

Senator Kem. It seems to me that is important. We might deal with 
this conversion part of it first, and then refer to that when we get into 
the matter of gratuities. That will take quite some time. 

The Cuarrman. All right. 

ExuHtnit No. 6 


KRUSE. Latham—a little matter. I seat you a letter last night. I wanted 
to talk to you about it before you got it. Because if I had not, you would call 
me quick as you got the letter. I want to give you the background of it. That's 
on this gratuity. Nothing more or less than what we've discussed at the last 
three or four meetings. We never did put anything of our discussions in writing. 
I pointed out in this letter some of the things discussed at the meetings. I asked 
that you do tell me what you had done so we have something in the files. We 
need something in black and white. 
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Waite. That won't disturb me because after we got back from Kansas City, I 


did what we agreed to do. 

Kruse. That's fine. I thought you would be wondering why I had not written 
you about it. So, this is putting it in writing. 

Wuite. We got a letter from Geissler. We're reproducing those regulations 
and having each employee initial that he has read them. This other one—it won’t 
upset me. 

Kruse. Nothing to be upset abont at all. Just wanted to get it in writing, and 
then have something in writing here. I don’t want you to think something else 


had turned up. 

Wuire. That stopped it as far as I know. 

Kruse, I'll see what I can get done on this other and see what—— 

Wuire. On this trip—anybody you want to send will be all right with us. 

Mr. Wuire. I do not pretend to be table to tell you what Mr. Kruse 
thought about all of these things, but I can tell you what I thought 
about some of them. 

Senator Kem. The second answer that you made was—or, the sec- 
ond question Mr. Kruse put to you was, “You want Jack?” Who was 
the Jack that he referred to? 

Mr. Wurre. Jack Tripp was an employee in the PMA Grain Branch 
in Washington. Mr. Solomon had suggested that Mr. Tripp be asked 
to come down. 

Senator Kem. The Harry that is referred to is Mr. Solomon? 

Mr. Wurre. Harry Solomon. 

Senator Anperson. Did Mr. Tripp ever come? 

Mr. Wurre. No; we later went up there—they did. 

Senator Kem. You were led to believe, in this conversation, that 
he was coming; were you not? 

Mr. Wuire. No. Mr. Kruse said he would look into it and let me 
know, and then on October 16 he called me back and said they would 
not come down, but for me to send boys up there, and we did go up. 

Senator Kem. Who did you send ? 

Mr. Wurre. Mr. Solomon and Mr. Ball of my office, and Mr. Far- 
rell of the Solicitor’s office went to Washington from Dallas. 

Senator Kem. And what did they report “when they came back? 

Mr. Wuire. As a result of their trip up there we did get a policy— 
what I would call a policy statement. It was dated Oc tober 26, 1951. 

Senator Kem. And you got that ¢ 

Mr. Wuirtr. Yes, sir. 

The Cuarrman. What was the date of that, October what ? 

Mr. Wurre. Let me find it here. I think it was October 26, 1951. 
It was dated October 26, 1951. And the only signature on it was 
George E. Cooper, Acting Deputy Solicitor. 

Senator Kem. May we have that put in the record ¢ 

The CHarrman. Yes. 

Will you tell us the sum and substance of it? Did he agree with 
you, in other words? 

Mr. Wurre. It was not a matter of agreement with me, Mr. 
Chairman. 

Senator Kem. Let him read it. 

Mr. Wurre. Just working out a policy. 

Senator Kem. Read it, then. 

Mr. Wuirr. It is entitled, “General Policy for Guidance in the 
Handling of Shortages in Texas Warehousing.” 

The Cuamman. Who prepared that statement ? 
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Mr. Wurre. It was prepared in Washington, probably, by the 
Solicitor’s office. Mr. Solomon here went to Washington and attended 
the conference and probably could tell you more about it. 

The Carman. Was it signed by anybody ? 

Mr. Wuirer. Yes: it is indicated, it has a place for several to sign 
it, but it is indicated from this copy that only George E. Cooper, Act- 
ing Deputy Solicitor, signed it. 

The CuarrMan. All right. 

Senator Anprerson. Do you have questions on the telephone tran- 
script subsequently? You said in that transcript there were 17 or 18 
cases. 

Mr. Wuirte. Yes. 

Senator Anprerson. Had you listed those cases at any time ¢ 

Mr. Wuirer. Senator Anderson, I do not know. 

Senator Anperson. As a matter of fact, did you not send—— 

Mr. Wuirr. I would like to point out, though— 

Senator Anperson. A report in which you said you were attaching 
a list of them? 

Mr. Wuirr. Yes. We sent in from time to time a list of cases 
which we had referred to the C. and I. department, if that is what 
your question asks. 

Senator Anperson. There was a statement made that you only 
handled four or five cases; that is all your folks knew about until 
General Accounting got down in there. 

Mr. Wuire. That is not correct. 

Senator Anperson. You had submitted 17 or 18 cases then, accord- 
ing to your testimony here ¢ 

Mr. Wuirr. Yes. 

Senator Kem. Have you got a list of those ? 

Senator ANpeRson. They were attached. 

Mr. Wurre. I think so. 

Senator Kem. Can vou produce those / 

Mr. Correr. Do you have a progress report of September 197 

The Cuammayn, I think we ought to proceed in order here. The 
matter that was before us was this policy statement. If we branch 
off into something else, I believe that will confuse us. What we ought 
to do is to follow through with this conversation ; I mean, let the policy 
follow the telephone conversation. 

Senator ANperson. I am ent irely agreeable. 

The CHarrmMan. Proceed and read that. 

Mr. Wuitr (reading) : 


GENERAL Ponicy For GUIDANCE IN THE HANDLING OF SHORTAGES IN TEXAS 
W AREHOUSES 


I. Where there is a simple shortage (i. e., where it is concluded that the grain 
was not willfully converted) in excess of normal shrinkage. 

a. Where the shortage is covered by a surplus in another warehouse, the 
shortage will be treated as a breach of the uniform grain-shortage agreement to 
store in a specific warehouse and, therefore, no storage payments will be made 
on the shortage. 

b. Where the shortage is not covered by a surplus in another warehouse, CCC 
will demand cash settlement for the shortage and if circumstances warrant will 
also order its grain loaded out. Cash settlement for the shortage will be made 
at market value as of the date of the last carload out, or if the grain is not 
ordered out, at market value as of the date the shortage was established. Pay 
ment of storage will be refused on the amount of the shortage which is in excess 
of normal shrinkage 
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II. Where there is a willful conversion and CCC holds all outstanding ware- 
house receipts: 

CCC will demand all CCC grain in store be immediately delivered, plus a 
settlement for the shortage at the highest market value from the determined 
date of conversion to the date of settlement, plus interest from the date of con- 
version. If, in lieu of cash payment for all or part of the shortage, the ware- 
houseman undertakes to deliver grain, it will be credited against CCC’s total 
claim at the market price at the time of the delivery. No storage payment will 
be made on the shortage. Since the law is not definitely settled as to time of 
applying interest or as to disallowance of warehouse charges in such cases, if— 


I do not know whether you want this out or not— 


if our position with respect to interest and warehouse charges is challenged, 
CCC may grant more favorable terms in that respect, if it will result in prompt 
settlement and such will not be considered a “compromise” within the estab- 
lished procedure for handling claims. 


This tells the boys how they can do now. 


Ill. Where there is a willful conversion, or a simple shortage attended by 
circumstances making it advisable to load out CCC grain and CCC does not 
hold all outstanding warehouse receipts : 

a. If there is no reason to believe that the warehouseman is insolvent, CCC will 
make demand for delivery of all CCC grain. Claim ior any deficiency will be 
made in accordance with II above. 

b. If there is reason to believe that the warehouseman is insolvent, CCC will 
seek a limited receivership in order to assure that the rights of all holders of 
warehouse receipts will be protected through pro rata distribution of the re- 
maining grain. Evidence will be sought to establish insolvency for the purpose 
of enlarging the receivership claim for any deficiency will be made in accord- 
ance with II above. 

ec. In any case in which we have definite evidence of insolvency, full receiver- 
ship will be sought. 

IV. Civil action: 

Any legal action, either in addition to or in lieu of receivership, which may 
be warranted, will be taken. 

V. Criminal action: 

All cases where it appears that there may have been willful conversion, even 
though CCC has been fully reimbursed, or it is clear that CCC will suffer no 
financial loss, will be referred to the regional attorney for review to determine 
whether there is sufficient basis for submission to the Department of Justice 
for criminal prosecution. 


That ends it. It bears “Approved Octeber 26, 1951.” There was a 
place for the Director of the Grain Branch, Director of the Fiscal 
Branch, Vice President of CCC, and the Acting Deputy Solicitor to 
sign, but only the Acting Deputy Solicitor apparently signed it, George 
E. Cooper. 

The Cuarrman. When did that come to your attention? 

Mr. Wurre. Shortly after this. As a matter of fact, Mr. Solomon 
brought back from Washington a proposed draft with him which I 
think was the same as this. 

The CuarrMan. Were you in agreement with that policy ? 

Mr. Wurre. Yes. It was not a matter of argument about the policy. 
It was a matter of getting the policy. 

The Cuamman. You were in agreement with the policy set-up ? 

Mr. Wurre. Sure. 

Senator Kem. Then you received this communication as an official 
communication from the Washington office ? 

Mr. Wurre. Well, I can’t say that Idid. Tamsurethat wedid. So 
far as we were concerned we received it, and we considered it official. 
As a matter of fact, I can’t find where the thing was ever sent to me. 
I think that we got it from the Dallas Office of the Solicitor, but so far 
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as using it, I considered it official, even though I did not get it sent 
directly to me. 

Senator Kem. Is that all you heard from Mr. Kruse in reply to your 
conversation of October 10 in which you asked for help? 

Mr. Wurre. That is all I heard in connection with this. 

Senator Kem. In any other connection? What other assistance did 
they give you in reply, in response to your request for help in your 
conversation of October 10? 

Mr. Wuirre. I will say this is. 

Senator Kem. Is that all ? 

Mr. Wurrer. Yes, sir; so far as I can recall right now. 

Senator Kem. Did Mr. Tripp come to Dallas ? 

Mr. Wuire. No. 

Senator Kem. Did anybody else come to Dallas? 

Mr. Wurre. No. Maybe you just want to bring that out, but after 
that telephone call I just read, Mr. Kruse called me back on October 
16, and I have a transcript of that. And in effect he says the Solici- 
tors can’t get away, and we would like for you all to come up here. 
And so we sent—I sent Mr. Solomon from my office, and Mr. Ball, and 
then the regional solicitor, Mr. Farrell, went, also. And the three of 
them went to Washington, had the conferences with Mr. Shulman and 
the Grain Branch and the C. and 1. Branch and everybody else, and 
discussed a lot of these problems, and out of that came the memorandum 
I just read. 

Senator Kem. Were the 17 or 18 cases that you had under consid- 
eration that time, were they handled in accordance with the policy 
defined in this memorandum that you just read ¢ 

Mr. Wurre. Well, Senator, at that time I would have to check to see 
whether any case we had at that time had arrived at the stage where 
we needed this. For example, this was a sort of thing that you needed 
after you got your ‘and I. report. 

The CuarrmMan. Without objection, we will stand in recess until 
2 o'clock. 

(At 12:30 o’clock a recess was taken, to reconvene at 2 p. m., the 
same day.) 


AFTERNOON SESSION 


The Cuatrrman. The committee will come to order. 

Mr. White, you were on the stand when we recessed for lunch. I 
presume you want to keep on from where we left off. You were dis- 
cussing, as I recall, that policy statement. 


TESTIMONY OF LATHAM WHITE—Resumed 
Mr. Wuirer. Yes. As I recall, somebody had just asked me what 


were these cases that we had reported to Washington on about Sep- 
tember 19, or some date. 

Senator Kem. 17 or 18. 

Mr. Wruire. Yes. 

The CHarr™u aw. As I recall, vou stated that those 17 or 18 cases did 
not come within the purview of that policy statement. Is that correct ? 

Mr. Wuire. That is not quite right. What I have tried to find out 
there was that I am not trying to say that we were stopped cold on 
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doing anything by lack of this policy. I did not mean to leave that 
impression. But | was pointing out that these cases were in all stages, 
and that at any time C. and I. might get their information over to 
us, | wanted to be ready when they got it over to know what to do 
with the various types of cases that we had. ‘That was the reason I 
wanted a policy statement at that time. 

And I believe that I read in this statement, or is this conversation 
something about telling Mr. Kruse we had 17 or 18 cases at that time, 
and then somebody asked a question, well, what were they—or some- 
thing to that effect. ‘Then we broke up for recess. 

The Cuairman. Were the 17 or 18 cases that you have mentioned 
the subject of investigation by the General Accounting Office? Were 
they all named in their report ? 

Mr. Wurre. Well, I am sure that they were, but not all necessarily 
named as admitted or known conversion cases. 

Senator Kem. Will you read your list of 17 or 18 cases? 

Mr. Wutre. Yes, sir. I would like to read from my transmittal 
letter to Mr. Kruse, dated September 19, 1951. 

Mr. Correr. Do you call that a progress report ? 

Mr. Wuire. Well, that is what I call it. The subject of it is, 
Commodity Shortage Committee in Dallas Office. That is really 
the subject of it. 

Mr. Correr. I wonder if we could not have that introduced as an 
exhibit and then just read the more pertinent points, or, if you want 
to read the whole thing, we could read it. 

Senator Kem. I think the first thing to get at is the list, the 17 or 18 
cases, and then we can inquire. 

Mr. Correr. The only question in my mind about this list is that 
there are a number of cases on that list that have subsequently, pos- 
sibly, been washed out. There may be some misunderstanding if the 
names are given. 

Senator Kem. We can get at that. Let us get the 17 or 18 cases and 
then we will inquire about the circumstances surrounding each of 
them. 

Mr. Wuire. Well, before I read the list, I want to read this open- 
ing paragraph which is explanatory about it. 

Senator Kem. Just give us the list, first. 

Mr. Wuire. All right. 

Senator Kem. After all, you are the witness here. We are asking 
you to give us the list of the cases, and then you will be given every 
opportunity to make whatever explanation you want to make. 

Senator Anperson. I do think it is important that we do not con- 
demn or convict any of these people who may be on that list, if they 
have not had any trial of any kind on it. That is the only reason I 
am worried about it. There will be names on that list of people who 
are not short. 

I received a very strong telegram from a firm out West who were 
not short in any way, but were on one list as being short. 

Senator Kem. Are there any names on there of firms that are not 
short ? 

Mr. Wurre. I do not know. 


The Cuatrman. In that connection, gentlemen, I, as chairman. 


have received quite a few letters, as well as telegrams, from com- 
papies that were mentioned in the General Accounting Office report 
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which indicated that there was no difficulty with them. And I be- 
lieve that the Department has authorized a settlement in quite a few 
of the cases that were reported by the General Accounting Office in 
which it was alleged there was a matter of conversion when as a 
matter of fact, it turned out not to be, and settlement was authorized. 

I do not believe that we ought to name a list of companies here and 
maybe cast suspicion on them. What I think we ought to do is to try 
to limit the naming of the cases that he has in mind to those that have 
been named in the report as having converted this grain. 

What is the use of casting aspersions on people who may be 
innocent ¢ 

Senator Anperson. I wonder if this might help? Would it be 
possible for Mr. White to take that list and read the names of those 
people against whom he knows some sort of action has been taken / 
There are 27 or 28 now on which suits have been filed. 

Mr. Wurre. Not in our territory. 

Senator ANprerson. Not in your territory ¢ 

Mr. Wurre No. 

The CuHarrmMan. A moment ago the question that I directed to Mr. 
White was to simply point out the cases that he was about to mention 
and compare them with those already made public. No more harm 
could come from that. But now to add more of those cases I just do 
not believe we ought to go into that unless Mr. White is positive 
there Was conversion. 

Mr. Wurrr. No, I was trying to read this, and if you will let me 
read it, I think it will clear upa little bit. 

Mr. Correr. That covers the matter in principle—the whole 27 
cases in principle, and I think it will help. 

Mr. Wuirr. It is just about four lines, and let me get this out. 
I say about this list: 

In some instances these cases represent actual shortages. In other instances 
it is possible that some of the names represent houses only suspected of having 
shortages. 

I make that explanatory statement to Mr. Kruse about this list 
that we are talking about, so there are some on there that I am sure 
are not short. If that is of any interest to you. I cannot tell you 
right now which is which. 

The Croarmman. The great difficulty is that some of those names 
may go out to the public without that explanatory statement that 
you have just made. 

Mr. Wuirre. I think it would be very unfair, if you will permit 
me to Say so, if you did. 

The Cuarrman. It strikes me that what we ought to do. if we are 
to name anybody, is to name those that are beyond doubt conversion 
cases. Do you not agree with that ? 

Senator Kem. We certainly do not want to do any injustice LO 
anybody. f ' 

Senator ANprErRson. The press has notice that this is not a list of 
people who are accused of shortages. ‘They will handle it properly. 

Senator Kem. What we are trving to do is to find out whether the 
officials of the Commodity Credit Corporation were reasonably efficient 
and energetic and intelligent in handling these problems. In order to 
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find out about that, it seems to me we have got to deal with the specific 
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information that they had at the time. My thought was that we have 
got a list here of 17 or 18 cases, and we better find out what was done in 
each of those cases, whether they were handled with reasonable prompt- 
ness by Mr. White, as he thiriks they were, and or not as Mr. Brannan 
says. 

The Caamman. Well then, of course, if Mr. White knows that, I do 
not see any harm in taking each case, if you can, and tell us whether 
they were conversion cases, or just what the situation was. 

Mr. Wurre. Mr. Ellender, I would not attempt to do that. Let us 
keep that in mind, that the list that I sent to Mr. Kruse at that time 
represented all of the either known or suspected cases. Probably it 
represents, also, a list of cases we had referred to our C and I depart- 
ment. 

In addition to those cases, at a later date other cases.came in. 

Our policy—this may help a little bit—was that every time that we 
had information indicating a man might be short, we referred it, might 
I say, almost immediately to C and I; but we did not ever say a case 
was a conversion until we got the information back. 

Now, keep in mind that up until the time I left the Dallas office, 
which was about January 3, we actually had received only two com- 
pleted investigations, and a few so-called limited investigations, and 
that the Solicitor’s Office felt that of what they had they only had 
enough information to indicate four or five of them were converters to 
the point where they were ready to go to the district attorney and say, 
“Here, we want a receiver appointed.” 

Now then, all of those that are listed there will be on some list at a 
later date. 

I am not prepared to say, and I do not think anybody in the Depart- 
ment is prepared to say, which of those cases are converters or not. 

Senator Kem. That would be some information we would be inter- 
ested in. If ye have some cases reported here, and nobody knows to 
this date what happened to them, or whether there was 

Mr. Wurre. Wo knew what happened to them, but at this point I do 
not know whether they are converters or not. 

Senator Anprerson. May I ask this: Is the Meekins case on that list ¢ 

Mr. Wuirr. I will have to look at the list now. Let me try to 
help what you are talking about here. Maybe I can help. 

Senafor Anperson. It will help if you will tell us if the Meekins 
case is on that list. 

Mr. Wuire. No, sir. 

Senator Anperson. Now, in the Meekins case there were some 
several hundred thousand dollars repaid to the Federal Govern 
ment after a shortage. 

Mr. Wurre. One of the reasons it would not be on it at that point, 
it had then developed beyond this type of list. 

Senator Anperson. It had paid up, had it not ? 

Mr. Wurre. Perhaps, it is in September—maybe we had collected 
by that time. 

Senator Anperson. Yes, as a matter of fact, he did pay up well 
ahead of September, did he not ? 

Mr. Wurre. Let me give you one. The Shannon, Sudan, Tex., is 
on this list, and that is a case on which a receiver has been appointed. 

Senator Anperson. That case is in the courts, is it not ? 
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Mr. Wurre. I believe I am correct when I say some action—— 

Senator Kem. That is mentioned in the General Accounting Office 
report, 

Senator Anperson. I know there is some action, because that is the 
first one I saw in the newspapers. 

Mr. Wuire. I mean on this E. & S. Bonded Warehouse, I believe 
there has been some action taken publicly on that. That is on here. 
There has been action taken publicly on the Henderson Grain Ware- 
house. That is on here. 

Meekins is on here, too. I just overlooked it. Here is Meekins. 
And Great West is on your General Acounting Office list. I know 
that. That is on here. 

Senator Anperson. Is Arkadelphia case listed on there ? 

Mr. Wuire. ‘That is not a conversion case, Senator Anderson. That 
is a quality deterioration case, grade deterioration. 

Senator Kem. If there is some other way that this committee can 
decide whether these cases were properly handled; if not, whose 
responsibility it was, I do not see, Mr. Chairman, how we can do it 
except in inquiring about the cases, and dealing with them one by 
one. It is a matter of a good deal of detail, but that is the nub of 
the investigation in this phase of it, it seems to me. 

Senator Ho.tianp. I agree with the Senator from Missouri. It 
seems to me that the list is here, and the witness can identify the list, 
but he says at the same time that the name of a firm appearing on 
that list would not at all indicate conclusively that it was a converter, 
but only that it was one of the ones that was being checked on at that 
time—I think it proper to put in the list and, also, that it is quite 
within the duty of this committee, then, to check to see what happened 
in each case. 

The CHarmmMan. Of course, the thing that I object to is to simply 
name the list as a whole. If he wants to take each case and give the 
situation in each case, I would not see any objection to that, but to 
merely put them in the record, as such, without explanation as to 
each case, the list might go out to the country indicating that all of 
these cases mentioned are conversion cases. 

Senator Hottanp. Mr. Chairman, maybe I misunderstand the wit 
ness, but I though that he said that the list included some converters, 
but included also some others who were simply being investigated for 
one reason or another. 

His very statement shows that the list was not a list of converters 
from top to bottom. Is that correct? 

Mr. Wurre. That is right. 

Senator Hotianp. It seems to me that that necessarily puts the 
press upon notice, and puts us upon notice that this is not charged 
by this witness at all to be a list of converters, but simply lays down 
a list of cases in which investigations have been made, action of one 
kind or another taken, and it gives us a basis to check into those cases, 
item by item, to see what has transpired and then to judge the method 
of handling it. 

The Cuamman. With that understanding that he will take each 
case and tell.about it as he goes along, you may proceed, Mr. White. 

Mr. Wurrr. I do not know that I can bring you up to date on each 
case. I can give you some information on that. Mr. Solomon was 
really more active than I in handling these individual cases, and if it 
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is agreeable, I would like for him to sit here with me and, either, let 
us both talk 
Senator Anperson. I suggest that Mr. Solomon be sworn at this 
time, and be permitted to sit there with him. 
The Cuatrman. Mr. Solomon, do you solemnly swear to tell the 
truth, the whole truth and nothing but the truth, so help you God ? 
Mr. Soromon. I do. 





TESTIMONY OF HARRY J. SOLOMON, DALLAS, TEX. 


The Cratrman. Are we to understand that Mr. Solomon had 
charge of the grain cases or the storage of grain, Mr. White ? 

Mr. Wurre. I would like to give an explanation on that. I had two 
assistants. One was in charge of management and the other in charge 
of programs. ‘The one in charge of programs was Mr. Solomon. As 
Assistant in Charge of Programs, he had, you might say, general 
supervision over parts of our office that were handling programs. 
Shortages would have come under that phase. He didn't do every- 
thing himself. He had people in various parts of the organization, 
but he had the general over-all supervision of the grain shortage work. 

The CnamrMan. You may proceed now. 

Mr. Sotomon. May I ask a question’ It is understood that the 
statements we make about these are not necessarily conversion cases 
if their names are in the press and the investigation and the steps 
that we took in connection with them are brought out. We are will- 
ing to leave you everything we can. We are here to cooperate in 
every way, but in my mind, that isn’t good. The cases are pending 
on some of them now. The Government cases might be heard against 
them. That isn’t for me to decide. I wanted to give my idea on it. 

Senator Hotianp. I think this record will be clear on the point 
that all these witnesses are doing is giving their lists, as of the time 
they ceased to be employed by the Government, with such informa- 
tion as they had at the time. 

The Crarrman. As our counsel has just stated, it is the proper 
support for the condition that existed at that particular time. On 
that basis, proceed. 

Mr. Wurre. Carrying out the thing that Senator Kem started, what 
did we do about these cases, I think you would be interested to know 
whether we referred them to our C. and I. Department for investiga- 
tion, and if so when. 

Senator Kem. Give us the list, first. 

Mr. Wuitre (reading) : 

King Bros. Grain and Seed, Muleshoe, Tex. 
A. ©. Walker, Conway, Tex. 

Gray County Wheat Growers, Inc., Pampa, Tex. 
B & B Grain Co., Spearman, Tex. 

San Angelo Wool Co., San Angelo, Tex. 
Tucker-McKinley Grain Co., Big Spring, Tex. 
Shannon Elevator, Sudan, Tex. 

Roberts Seed Co., Texico, N. Mex. 

W. B. Johnson Grain Co., Alva, Okla. 
Caudill Grain Co., Altus, Okla. 

A & B Feed Co., Camp Swift, Tex. 

Dimmitt Elevator, Dimmitt, Tex. 

E & S Bonded Warehouse, San Antonio, Tex. 
Great West Mills, Fort Worth, Tex. 
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Guethersloh & Cameron Grain Co., Levelland, Tex. 
Harrison Feed & Grain Co., Jarrell, Tex. 
Henderson Grain & Storage, Farwell, Tex. 

Lesbia Gin & Elevator Co., Lesbia, N. Mex. 
Meekins Warehouse & Storage Co., Corpus Christi, Tex. 
Floyd Roberts, Mountain Park, Okla 

Stubbs Grain & Storage Co., Lubbock, Tex. 

Sudan Elevator, Sudan, Tex. 

Harmon County Coop, Hollis, Okla. 

Hollingsworth Mill & Elevator, Gatesville, Tex. 
Ray's Bean Co., Mountainair, N. Mex, 

Plains Grain & Storage Co., Pantex, Tex. 
Archer-Daniel-Midland, Kennedy, Tex. 

That is it. 

The Cuarman. Do those constitute 27 / 

Mr. Wurrr. I don’t remember how many there were. 

The CuatrmMan. I thought you mentioned that figure. 

Senator Kem. What was the date of this list ¢ 

Mr. Wuite. September 14, 1951. 

Senator Kem. Did you have a prior list? 

Mr. Wurre. Yes; that we sent to Washington. 

Senator Kem. Yes‘ 

Mr. Wuire. I don’t know. Harry, did we send them up singly? 

Mr. Soromon. Up to that time, as I remember, we didn't have any 
big volume of them, like that list comprises. We had a few individual 
cases, like Meekins, some of the nonconverters. 

Senator Kem. Did you have another list that you prepared later? 

Mr. Wurrr. Well, we may have. I would say that probably we 
didn’t give a complete list lke this again, but we sent on at least two 
more occasions what we call a progress report in which we would 
take up certain cases and say what progress had been made on them. 
Then, when the House subcommittee investigators were in Dallas on 
December 14, 1951, we made a list of everything that had come to our 
attention and furnished it to them, and I am quite sure that the GAO 
list was made up from that, from the names on that list. 

The Cuamman. Did your letter of December 14 include the ones 
you just mentioned ¢ 

Mr. Wuirr. I am sure it did, unless we checked some of these and 
found out they weren't short. 

The Cuatrman. That is the point I wanted to cover, whether or not 
since you made the list to which you have just referred and then your 
subsequent list you found out that some of these companies had settled, 
or they weren't under suspicion, when you may have thought they 
were, exactly what did you find out in December, do you remember ¢ 

Mr. Wurre. On some of these we found out that they were not 
converters, if that is the way you want to put it. 

The CHatrrmMan. That is what I think the committee ought to have, 
since you mentioned them. It was my suggestion a while ago that you 
pin conversion on those who were converters, and those you found 
out were not should be given a clean bill of health, if that was in order. 

Mr. Wurre. Senator Ellender, I am willing to say which ones we 
think were not converters, but I am not prepared to say which ones 
we think were. 

Senator Kem. Why don’t you give the list that you think were not ? 

Mr. Wuire. I will do that to the best of my ability. Everything | 
do, somebody catches me up on something. 
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Our report to the House subcommittee, a copy of which has been 
furnished to your investigators, has a list that we classify, rightly or 
wrongly, as error cases, in our opinion at that time. They had been 
classified as either shortages or conversions, and later information 
indicated they were not. Therefore we advised our Washington 
office that, effective that date, we were not going to include them on 
any more lists going into Washington which was supposed to be 
shortage cases. 

The Cuarrman. Will you name those? 

Mr. Wuire. Stubbs Grain & Storage Co., Lubbock, Tex. They are 
on the list. 

Senator Anperson. Is there any way for you to tell us why you 
decided they should not be on the list ? 

Mr. Wuire. The notation I have in the report to the House subcom- 
mittee, which was the best we had at the time—incidentally, this is 
dated December 10—I say about Stubbs Grain, “Suspected shortage 
because of slow loading—CCC received all its grain.” 

Therefore, based on the notation, with no additional information, we 
say they are not converters. 

Mr. Correr. Not taking the individual case, but it wouldn’t neces- 
sarily follow that you had a slow loading and then you finally got it, 
that the warehouse wasn’t a converter, would it? Maybe they got the 
grain from someone else. 

Mr. Wurre. It wouldn’t follow that he was a converter or wasn’t. 
I think, if I can express my opinion, there has been too much emphasis 
placed on that slow loading business. 

The CuarrmMan. Will you give other cases? 

Senator Anperson. It wouldn’t prove he wasn’t or wouldn’t prove 
he was, but between September and December there could have been 
investigations which would have revealed which he was. 

Mr. Wuire. Yes,sir. We asked for that, too. 

Senator Hotitanp. Did you ask for an investigation in that particu- 
lar case, the Stubbs case ? 

Mr. Sotomon. Do you want the date first ? 

Mr. Wurre. Did we ask C. and I. to investigate it and, if so, on 
what date? 

We asked for C. and I. to investigate Stubbs Grain & Storage Co. 
on August 21, 1951. 

Senator Anperson. September 21. 

Mr. Correr. Did you ask for a limited or full investigation at that 
time? 

Mr. Wuire. I don’t know. 

Mr. Correr. Had you inaugurated your limited policy, the policy of 
limited investigations at that time ? 

Mr. Sotomon. Yes, I think so. 

Senator Hotitanp. That was on August 21. The list was made up 
in September following. 

Mr. Wuire. Yes. 

Senator Hotianp. If you will proceed to tell what sort of investiga- 
tions 

The Cuarmman. Mr. Solomon has a note he would like to read into 
the record, on that. 

Mr. Sotomon. Here is a copy of the minutes of a meeting that we 
had with all our staffs who were involved in shortage cases. I would 
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like to read it. This was on October 11,1951. At that time Compli- 
ance and Investigations had an investigator out there to perform a 
limited type of investigation. That was wheré they would check to 
see, check on a man’s financial statement, if he was solvent or not, to 
try to get a statement from him to determine whether or not to get 
him to admit whether or not he was short, so we could go into the 
courts and ask for a receiver. 

At that time they had a loading order. At the time this man from 
Compliance and Investigation was there, he had loaded out all of the 
Commodity Credit Corporation grain except 57,000 pounds. 

Senator HoLtLanp. What was the date of that check ? 

Mr. Soromon. October 11, 1951. 

Since 57,000 pounds was less than a carload lot, we had to pay a 
higher rate for shipping 57,000 pounds than we would a full 100,000 
capped car, he said he would be glad to ship it any time we wanted, 
because it was an |. c. 1. shipment. After investigating the case, we 
decided to write C. and I. a memorandum telling them to amend our 
request in the form of an audit of the stores and defer action until 
a later date, at which time we would ask him to perform a complete 
audit of the stores to determine whether or not i had been short 
at any time. 

Mr. Correr. Mr. Solomon, what was the date of the loading order 
on that case ¢ 

Mr. Sotomon. The date of the loading order on that case was the 
date the loading order was issued. It was June 6, 1951. 

Mr. Correr. When was it supposed to be loaded out / 

Mr. Sotomon. All of it was supposed to be loaded out by June 22, 
L951. 

Mr. Correr. When was it loaded out ? 

Mr. Soromon. He had been completely loaded out when this man 
arrived there on October 11, 1951, except for 57,000 pounds, I don’t 
have the date that the last car was loaded out. 

The CHArrMAN. Did he have any loaded out on the date he was 
supposed to have it all loaded out ¢ 

Mr. Sotomon. No, sir. He had loaded none. 

Mr. Correr. Were there any extenuating circumstances whiy he had 
not complied with your loading order that you know of ? 

Mr. Sotomon. As I remember that case—this is just from 
memory—— 

Mr. Correr. You don’t have records on it? 

Mr. Sotomon. I am looking to see if I do. 

Senator ANperson. Did you find out whether any grain was shipped 
in July, August or September ? 

Mr. Sotomon. There is a record of it. 

Senator AnpreRson. There was a loading order issued in June? 

Mr. Soromon. Yes, sir. 

Senator Anperson. He was supposed to ship in June ? 

Mr. Soromon. No. 

Senator Anperson. Did he ship in June? 

Mr. Sotromon. No, sir. 

Senator Anperson. Did he ship in July ? 

Mr. Soromon. Senator Anderson, he had completed it when the 

investigation was made, when the investigator was there, on Octo 
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Senator Anperson. That isn’t an answer, of course, as you well 
recognize. Did he ship in July? 

Mr. Sotomon. I just do not have the records to show. 

Senator Anperson. Did he ship in August ! 

Mr. Sotomon. He had completed on October 11. 

Senator Anperson. Don’t you think it would be interesting to find 
out whether he shipped any in July, August or September? 

Mr. Wurre. We do not have that kind of detailed information with 
us. The only way it can be had is to go to Dallas and get into the 
files, 

Senator Anperson. That is what we are trying to find out, how to 
get this information, and that is why this list was put in the record. 
Here is a company you take off the record. You took him off in 
October. You must have had a reason for taking him off. You have 
a memorandum that you recommend at a later date to begin investiga- 
tion. When they didn’t ship in June, that was a pretty good time 
to begin investigating. 

Mr. Wurre. We took them off in October because they delivered all 
the grain. What they delivered in July, August and September, 
we do not know. We do not have that information. 

Mr. Soromon. It is in the records in Dallas. 

Senator ANperson. They know that? 

Mr. Soromon. Yes. 

The Cuarman. Who is responsible for not having those deliveries 
made as per your instructions? In other words, when you found 
out the grain wasn’t shipped on the date that you spec ified, did you 
follow through to determine whether or not it had been done? 

Mr. Wuirr. In order to answer that, I will have to give you an 
explanation or a story on how those things were handled. It will 
be a pretty long one. 

We were ship) ping heavily in the last half of 1950 and the first half 
of 1951. During that same period, certainly, in the first half of 
1951, we were not allowed to load a car at any point destined for the 
Gulf ports without a shipping permit from the American Association 
of Railroads’ representative in Galveston, Tex. That person was 
acting in that area asa representative of the Defense Transportation 
Administration. We received our instructions from Washington 
about how much to ship. We received advice as to when the boats 
were supposed to be there and they were not always there on that 
date. Some of that information would come in so late that, operating 
under the permit system, we didn’t have time to even get the grain 
shipped from where it was to the Gulf port. Therefore, in a great 
many instances, we did issue, on account of this boxcar shortage, and 
you should keep that in mind, on account of the railroad permit and 
trying to get the grain down to meet the boats—incidentally, the 
punchline there is demurrage on a boat is $2.500 a day. In addition 
to that, we had quite a bit of reason to get the grain loaded for use 
overseas. Some of it was in connection with the defense effort in 
other parts of the world, I presume. 

Senator ANperson. Just a minute, there. If you were going to 
put a steamer on berth at Galveston, you would ni iturally issue loading 
instructions to the various order houses. You wouldn’t issue the 
shipping order until you needed the grain. The fact that you ordered 
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the grain in June was an indication that you needed it in June. When 
it didn’t get there, what happened ‘ 

Mr. Wuire. That is not the whole story. In order to get the grain 
on time, a great many times we would issue loading orders for four 
times the amount of grain we actually needed. 

Senator ANprerson. What did you do with the other three / 

Mr. Wurre. The other three, in some instances, were left in existence 
because they were issued on these county houses that had trouble 
getting the grain out, and they were more or less floating. Then, if 
we wanted to, in effect, simplify it, we would issue an order for 4 
million bushels if we needed a million. If the first million got shipped, 
we canceled out the 3 million, except we didn’t always cancel out all 
of the 3 million. 

Those were the circumstances under which we were operating. 
There are perfectly legitimate reasons why a loading order would be 
issued, why it wouldn't be filled. whiy it would hot be canceled or why 
it might be extended in some instances. We would issue a loading 
order—this has occurred—to a warehouse and he has called up and 
said, “We would like to keep the grain longer.” In those instances in 
which that happened during our glut on warehouse space, we were 
glad to leave it there and we did leave it there. 

That is not the answer to your question. 

Senator Anperson. I don’t understand it at all. I would think, if 
you were going to ship a boatload of grain and you ordered it out of 
the elevator to be at port at a certain time and you ordered four times 
what you needed, you would be wasting warehouse space somewhere 
along the line. 

Mr. Wurre. We weren't wasting warehouse space. We were wasting 
work. We were making our job greater. We were really getting ou: 
selves In a mess on having loading orders out that sometimes should 
have been canceled. There is no question about it. 

The CHAIRMAN. Why was it necessary for you to issue so many 
orders to get a specific amount to the port: 

Mr. Wurrr. I have tried to answer it Maybe you can answer it 
better. 

Mr. Sotomon. Actually, we were operating a duo permit system. 
The Defense Transportation Administration required that vessels be 
named before anybody—the Government or private shipping com 
panies—could ship grain into the ports. After the vessel was named, 
we got a permit. In instances where it was going to be a rush shiy 
ment, where we had to get erain there immediately, to meet a vessel 
that was set up, we would say, to receive a cargo in 5 or 6 days, Defense 
Transportation Administration would give us a permit without the 
vessel named. 

Senator Anperson. I don’t follow thet one. If a ship is going to be 
on berth, they would give vou an emergency permit without naming 
the vessel? If you knew the vessel was to be on hand you would know 
the name of the vessel and you would not need that kind of a permit. 

Mr. Soromon. We would not know on a lot of them. A lot of this 
grain went to India. The Indian Government—a tremendous quan- 
tity would be purchased by them, but they would put up their money 
as they wanted the grain and immediately after they put up their 
money they would want to receive the grain. It might be 2 or 3 days 
before the grain had to be down to meet the ship, that we were noti 
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fied. It might even be a week before they would name the vessel. 
That is how that situation arose. 

Mr. Wurre. Let me correct one thing. I am afraid you got the 
impression that it was the usual practice to issue three or four times 
as many loading orders as were needed. That was not the usual prac- 
tice. But it happened many, many times. 

Senator ANperson. I was spoiled by Admiral Conway or whatever 
his name was, who did at lot of shipping in World War II. 

Mr. Wuire. We tried to get it straightened out. Later on in the 
game—I do not know just “what date—we were able, through our 
Ww ashington office, to have the railroad agent give us block permits. 
In the beginning, they issued the permits, I believe, directly to the 
warehouse on our nomination. Later on they agreed to give us per- 
mits for, we will say, 500 cars, and then we would put the permits 
out to the warehousemen. 

Senator Anperson. Did you coordinate in any way with Colonel 
Warlick, who was in charge of shipping and storage for the Depart- 
ment of Agriculture? 

Mr. Wuire. I am sure we did. 

Senator ANnperson. Did he schedule the shipments? 

Mr. Wurre. The Washington office, even after the Colonel left, 
always named the boats and ‘hamed the dates. Sometimes they asked 
us for recommendations, but they weren’t always able to follow them. 
Senator Anperson. Even after he left? Did he leave? 

Mr. Wurre. Colonel Warlick ? 

Senator ANperson. Am I that far behind ? 

Mr. Wuire. Yes, sir. He has been gone a long time. 

Just because they said a boat was going to be in on a certain date, 
wasn’t in on that date every time. 

Senator Hottanp. Wasn't one of the toughest problems the short- 
age of cars? 

Mr. Wuire. Yes, sir. 

Senator Hotnanp. I remember in the early summer of 1951 we 
had to have cattle cars shipped from the Far West to Florida, cleaned 
very carefully before we could ship vegetables and watermelons and 
things of that kind, because there wasn’t anything available to ship 
them. 

Mr. Wurre. The permit system was the result of a shortage of cars. 

Senator Kem. There are some other names you want to give a clean 
bill of health to besides this? 

Senator Anperson. On the Sudan firm, then there has been no 
supplemental check made to find out whether they were in a position 
at all times to deliver grain, or whether they sold certain grain and 
replaced that grain at a later date? 

Mr. Soromon. I couldn’t answer that question. 

Senator Anprrson. At the time you left there had been no supple- 
mental check ? 

Mr. Wuire. No; there had not. I would like to explain that. 

Senator Anperson. You had them on the list at that time. You 
had given them an order in June. They shipped by October. But 
there was no cleaning up of the process in between. They could have 
gone out and bought ; grain and gotten themselves on the right side of 
the board, couldn’t they ? 
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Mr. Wuire. They may have. That is the reason we wanted to have 
them investigated later, but at the time there were so many cases and 
C. and I. did not have men to assign and we felt 

Senator ANpErRson. A visit to this firm’s offices, and an investiga- 
tion of their receipt book and shipping book would show pretty 
quickly whether they had the grain on hand. 

Mr. Wurre. If they had proper records, it would. 

Senator Anperson. Whether they did or did not, it would show it. 
Chey would have to have cars rolling out of there. They would have 
to have quantities in there. 

Mr. Wuire. An investigation is necessary to determine what you 
are talking about. 

Senator Anperson. This was ordered in June, and this is now 
March of the following year. When do you imagine that such 
investigation will be made? Is there one being made, to your know]- 
edge, now ¢ 

Mr. Sotomon. Not to my knowledge. 

The CHatrman. Who made the decision that this case was not a 
conversion case? Did you make it from the Dallas office ¢ 

Mr. Wuire. Yes. I was hesitating to make the statement whether 
we decided to make a conversion case. We took it out of the suspected 
eategory. But I want to point out very carefully that that case, along 
with all the others that turned up short that we had asked our C. and L., 
and they will eventually get around to checking, even this case, to do 
the type of thing that you are talking about. 

Senator Anperson. But, if I ran a cage in a bank and I was short 
in June a good deal of money and by October it was good and all 
right again, I imagine the bank would have checked many times in 
the intervening months to find out whether I was really short or not. 
I am wondering whether Compliance and Investigation are so badly 
understaffed. Was that the difficulty? 

Mr. Wurre. That is the difficulty. They are understaffed and in 
plain language this case did not look as hot as some of the other cases. 

Senator Anperson. It isn’t a million dollars, if that’s what you 
mean. 

Mr. Wuire. I do not mean in terms of dollars. I mean in terms 
of what information we had whether it was a conversion. 

Mr. Correr. How many investigations had C. and I. completed 
January 1951 when you left ‘ 

Mr. Wuire. I understand they had only completed two. 

Senator Anperson. How many people are in the C. and L. section 
down there ? 

Mr. Wuire. I don’t know. 

Senator ANprerson. Roughly. You have seen it. 

Mr. Wurre. On December 14 the C. and I. man told me he had 5 
investigators and 4 auditors available in my area and in Colorado, 
Kansas, and the Kansas City area. 

Senator Youne. How many of these suspected cases did you have? 
Did you say 17 or 18? 

Mr. Wuirte. On that date, September 14, there were about 20 or 23 

Senator Younes. On what date did the Government recover all of 
the money ? 

Mr. Wurre. The cases, most of them, have not developed to the 
point where a settlement has been made. 
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Senator Youne. In how many cases are there bonds sufficient to 
cover any possible Government losses / 

Mr. Wurre. I don't know. It is on here, but I don’t have it at the 
tip of my tongue. 

Senator Youne. We ought to have as a matter of record the vari- 
ous State laws governing the financial responsibilities of a warehouse- 
man. I think in most States there won't be any loss at all as a result 
of good State laws. Then, too, I think we ought to follow up and 
find out what the Department of Agriculture did to guarantee itself 
against losses in States where the laws were not sufficient. 

The Cuamman. On two or three occasions IT discussed the matter 
with our chief counsel for the investigation, Mr. Paul Cotter. It was 
his plan at some time in the near future to present all this to the 
committee, what the laws are and what the problems are. That was 
his idea, as I recall. This would be done sometime in the near future. 
That was what he said when we discussed this matter last week. 

His idea was to present the problems to the committee and then go 
on with the hearings. As I recall, that was your position, Mr. Cotter. 
He is working on that now. I presume he is going to be in a position 
to present that information to the committee probably sometime 
next week. 

Senator Anprerson. Can you run through some more of these cases? 

The Cuatreman. All right. What is the other case? 

Mr. Wurre. We are back on this list; is that correct / 

Senator Hottanp. One question before you get away. When you 
say that a check had not been made so far as you know, you mean at 
the time you ceased to be a Government employee that it had not been 
made. You do not know what happened since then? 

Mr. Wuirre. That is right. 

Senator Hottanp. You have no knowledge as to what happened 
since that time? 

Mr. Wurre. That is right. 

I believe the thing we were on was which cases on this list do I 
think are not conversion cases. I believe that is what we were on. 

The next one that we list here would be the Guethersloh and Cam- 
eron Grain Co., Leveland, Tex. This report says: 

Suspect shortage because of slow loading. CCC received all its grain. 


Senator Anperson. That doesn’t mean anything, does it, the fact 
that the Commodity Credit Corporation finally got all its grain. That 
doesn’t mean anything. 

Mr. Wurre. It doesn’t mean that the fellow had not converted, but 
it does mean, or it wouldn't be on here, that, based on the information 
we had at that time, we did not think it was a conversion case. 

The CHarrMan. As you indicated a while ago, all of these cases that 
you had not turned over to the proper department, you expected that 
they would be investigated and the mere fact that a settlement has 
been made does not indicate that it won’t be examined and maybe 
prosecuted if there is a conversion case; is that right ¢ 

Mr. Wurre. That is correct. 

As a matter of fact, Stubbs, which I just read, Guethersloh and 
Cameron and Sudan—all three of those—have been referred to the 
C. and I. office in Dallas. 

Senator AnpEerson. We may have to get the C. and I. office in here 
sometime. 
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Will you give us then, for our records, the date on which it was 
referred tothe C. and I. ¢ 

Mr. Wurre. That is in their records over there. 

Mr. Corrrer. We have them. 

Senator Anperson. Do you have a record of when the wheat was 
loaded out, when the credit was made up / 

Mr. Wurre. | do not know. 

Senator ANperson. By December 10 it had been made good. Is 
that the earliest you knew about it / 

Mr. Wutre. Not necessarily. This was just a report made on these 
others. 

Senator AIKEN. In how many Cases, Mr. White, where shortages 
were found, did the CCC sell the operator grain with which to make 
up the shortage / I know the Comptroller's report indicates one or 
Iwo, 

Mr. W HITe. | would say, in answer to that question, the Way you 
put it, there are no cases I know where that was done. 

Senator Arken. The Comptroller General's report, which you 
undoubtedly read, indicates one or possibly two cases. 

Mr. Wurre. That is my answer, 

Senator AIKEN. You don’t know of any such cases / 

Mr. Sotomon. In one case the General Account ing Office mentioned 
I would like to explain. It was Hollenstein Bros., Umbarger, Tex. 
I would like to explain that to the committee. 

The office ordered a complete audit of Hollenstein on the 26th 
day of September 1951—of Hollenstein Bros. 

On September 27, 1951, we entered into a barter and exchange 
agreement with him fora quantity of wheat. On September 28, 1951, 
we received the audit report showing that Hollenstein Bros. were 
short, and we had no previous knowledge whatsoever that they had 
been short. 

Senator Arken. You sold them the 12,000 bushels the day before 
you found they were short 69,000 bushels ¢ 

Mr. Wurre. That is right. 

Senator Anperson. But the audit had been made and they knew 
for days that this was going to develop on the following day. 

Mr. Soromon. My information is—and I am not sure that this is 
entirely corect—I made the best investigation I could on this, and I 
found that the auditor in the field actually going through their records 
and measuring their grain completed his report on September 26. 
I know that we received it in our office on September 28. 

Senator Anprerson. Let me put it this way: On September 26 he 
found they were short, on September 27 you sold them erain ? 

Mr. Soromon. Yes, sir. 

Senator ANDERSON. On September 28 they handed you the order. 

Mr. Sotomon. Right. 

Senator ANDERSON. Well, it was pretty close, along in there. 

Mr. Sotromon. That is right. 

Mr. Waite. Awfully close. 

But let’s keep the record clear on that. The inference was whether 
we knew it or not. 

Senator Anperson. It is whether they knew it or not. 

Mr. Wuire. That is the inference in the GAO report. We didn't 
know it. I didn’t know that. 
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Senator Anperson. You do recognize now that they were trying to 
cover up ¢ 

Mr. Wurre. We do now. 

Senator Anperson. That is the question I raise in the other cases. 
If that is what happened in this case, how do we know it didn’t happen 
in the other cases ¢ 

Mr. Wuire. You do not, and you won't until after the investiga- 
tions are completed. 

Senator Anperson. Will you ever? 

Senator Arken. Did you find any cases where they had embezzled 
or converted one grade of wheat and substituted a lower grade when 
they were caught short? 

Mr. Wurre. Not to my knowledge. That would, again, be in a 
(. and I. report. 

Mr. Sotomon. I know of no instance like that, Senator Aiken. 

Senator Arken. You spoke of the freight charges which you have 
paid. Were there any cases where an operator, we will say, had a plant 
at the shipping port and an inland plant stored Government grain 
at the inland plant and then, when a directive to deliver to shipside 
came in, would fill the order, meet the order, from that grain which he 
owned at shipside and collect freight charges from the inland port, 
although there was no grain moved at all by rail? 

The reason I ask that was that I had a letter from a Texas operator 
advising of such operations and I wondered if you knew of such “ases. 

Mr. Wuire. I do not know of any such case. I saw that case prob- 
ably written up in some newspaper column. 

Senator Arken. It could be done, however, couldn’t it? 

Mr. Wurre. I guess it could. Harry, how about that? Can it be 
done ? 

Mr. Sotomon. I am not sure that I understood the Senator. As I 
understood your question. it was a matter of their substituting tonnage. 

Senator Arxen. That is right. The contract would permit him to 
deliver grai, from his elevator at the shipping port, which would be 
filled with grain which he owned, and then, all of the Government 
grain stored would be in the inland elevator. Then, when called upon 
to deliver to the ship, he would deliver his own grain from the port 
elevator and collect up to as much as 35 cents a bushel in freight charges 
for transportation which did not occur. 

Mr. Wurre. May I get back into the discussion on that? 

Senator A1rkEN. Yes. 

Mr. Wurre. As far as I know, we had no cases like that, that ever 
came up. My opinion would be that, if it did come up, we would not 
accept the grain, if we knew it. 

Senator Arken. If you knew it. He didn’t say you knew it. 

Mr. Wurre. Waitaminute. If we issue a loading order on an inland 
point and a fellow tries to deliver at shipside, then that is some indica- 
tion of what you are talking about. So, I wouldn’t say that it would 
have happened and we wouldn’t have known it. It so happens I 
wouldn’t know it, but the boys back in the grain department might 
know it. 

I would say this: That in instances where there was grain at inland 
points and a fellow wanted to deliver at shipside, the general practice 
down there was to barter that grain from inland points into shipside 
positions and that would be bartered. If that were bartered into 
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shipside positions, we would have made a discount on account of the 
freight. 

Mr. Sovomon. Right. 

Senator Arken. He could not do that without a bartering arrange 
ment ¢ 

Mr. Wuire. I am pretty sure that is the way it happened in our 
territory. I never heard of what you say, happening. I do not think 
it happened. 

The Cuamman. And without a freight adjustment ? 

Mr. Wurre. Yes, sir. 

Senator Youne. Do you also require that CCC grain be stored by 
the warehousemen in special bins. He mixes it with other grain # 

Mr. Wurre. Right. 

Senator Youna. As long as he delivers the amount of bushels of 
grain covered by the loan, he is in the clear. 
~ Mr. Wurre. Correct. 

Senator Youne. There could hardly be any other arrangement 
where a warehouseman is handling both Government and privately 
owned grain. 

Mr. Wuire. As a matter of fact, we are not necessarily unduly 
suspicious if the grade he delivers is not exactly the grade that went in, 
because there is a matter of deterioration that could take place, but in 
terms of Commodity Credit Corporation being made whole on the deal, 
if the grade he delivers is less in value than what we have on the ware- 
house receipt, he has to pay us the cash difference. 

Senator Youne. But as long as his bond covers it. there is financial 
responsibility and the Government doesn’t realize a loss. 

Mr. Wurre. Right. 

Senator Youne. The question is simply this: If a warehouseman 
assumes a responsibility for storing 2.000 bushels of grain, he must 
have 2.000 bushels of grain in that warehouse at all times because he is 
being paid so much storage on that commodity. 

Mr. Wurre. Right. 

Senator Youna. Isn’t an average warehouseman permitted to ship 
the grain to a terminal and store it ? 

Senator Anperson. He cannot do so and collect storage at his local 
elevator. 

Senator Youna. If he pays storage at the terminal ‘ 

Mr. Wuire. According to our contract with him, he is not supposed 
to move the grain even to a terminal for storage without our permis- 
sion. 

Senator Youne. Is that procedure in effect all over the United 
States ? 

Mr. Wuire. Yes. 

Senator ANDERSON. Otherwise, the whole accounting for grain would 
break down. 

Senator Youne. Much of the grain in our area is shipped to the 
terminals and stored there. 

Senator Anpprson. But the contract with the Department ceases 
there and a new contract at a much lower rate is made with the 
terminals. 

Senator Kem. Where a warehouseman failed to comply with a ship- 
ping order, was he paid storage charges on the grain, in the meantime, 
until he did ship it out? 
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Mr. Wurre. No, sir, not unless the shipping order was canceled out 
or extended. 

The usual practice—and this means most of them—when we issued 
a loading order, we set what we considered to be a reasonable date for 
him to load it. At the end of that time we put on a stop-storage date 
and he received no more storage rate after that date. 

Mr. Correr. That wasn’t automatic. You had to send through 
another instruction to stop storage. 

Mr. Wurre. No, sir. 

Mr. Correr. Why do we have records of cases where your stop- 
storage notice is delayed long after 

Mr. Wurre. We are a little bit mixed up there. What I think you 
are thinking about is this: That is a stop-payment notice that we 
sent to fiscal to not pay any storage charges to this warehouseman 
because we suspected him of being short. That is different from a 
stop-storage date that went on a loading order at the time the loading 
order went out. 

Senator Kem. In some cases, where a warehouseman failed to com 
ply with the shipping order, did you continue to pay him storage 
charges ¢ 

Mr. Wurre. That is possible. 

Senator Kem. How many cases were there ¢ 

Mr. Wurre. I wouldn't know. 

Senator Kem. Were there very many / 

Mr. Wurre. No. 

Senator Kem. Fifty? 

Mr. Wurre. I am not going to guess at it. I would say this: Where 
we continue to pay him storage charges in error, there were hardly 
anv, if that is what you mean. 

Senator Kem. There were what ¢ 

Mr. Wurre. There were hardly any. I hate to guess. I would say 
5,10,0r 15. I donot know. They were not numerous. 

Senator Kem. Do you know how many cases there were where he 
failed to comply with the shipping order and then, as a result of 
influence or persuasion or pressure, the shipping order was withdrawn 
and he continued to receive the storage charges ¢ 

Mr. Wurrr. That is a pretty potent question. I think we have 
instances in which a shipping order was canceled, maybe at a request, 
but in terms of pressure or influence of the wrong nature, I know 
of no instances like that. 

Senator Kem. How do you mean “canceled at request”? How 
was that request secured ¢ 

Mr. Wurre. For example, the one I mentioned to Mr. Anderson a 
minute ago—we have issued shipping orders to warehouses, and 
they came back and said, “We would like to keep the grain.” It was 
in a period where we were short on storage and we were very happy 
to leave it there. So we canceled it there. 

Senator Kem. Would you exercise that authority, yourself ? 

Mr. Wurre. No, not necessarily. 

Senator Kem. Who exercised it ¢ 

Mr. Wurrre. Probably somewhere between Solomon and the Com- 
modity Division and the Allocation and Shipping Section of T. and 


W. Branch. 
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I would like to clear in terms of that being a policy. There were 
certain times when I said so far as policy is concerned, that is O. K., 
and it Wasa sensible ] olicy at the time. 

Mr. SoLoMon. May 1 explain one thing in that connection. We had 
this grain scattered in various country houses, which had no official 
we ights and pri ades and which we coul 1 not utilize with other grain 
if we ship ped it out. As we approached a new crop, we would always 
watch certain areas, so we could move grain out of areas where a good 
crop of oT: ain was e xpected to be h: irvested in order to make room for 
new crop orT% Lin from producers to move into ware shouse S hi anne ls. 

If we could leave that grain in those houses, we were getting better 
utilization of our warehouse space than we would be if we moved it. 

Senator Kem. That is an entirely different thing than what I am 
talking about, Mr. White. Do you know of any instances in which 
you issued a shipping order and then the warehouseman got in touch 
with authorities in Washington and, as a result, the shipping order 
was canceled? He was not required to comply with it ¢ 

Mr. Wurre. | don’t know of any. 

Mr. Sovomon. I do not know of any. 

Senator AIKEN. Were vou, Mr. White. or Mr. Solomon, or any other 
official requested at any time to ease up on any of these people who 
couldn’t meet their shipping orders or were suspected or found short ¢ 

Mr. Wurre. No, Senator. I cannot say I was. 

Senator ArKeN. You weren't / 

Mr. Wurre. No. 

Senator Arken. I think that is important to know, too. 

Senator Kem. If they didn’t comply with the shipping orders, you 
let the matter go along in some cases / 

Mr. Wurre. No,sir. If they didn’t comply with the shipping order, 
there were contacts made with the warehouse to find out w hv. In some 
nstances they had a legitimate reason. They couldn't gt boxears. 


In some of those instances we helped them get boxcars. That was the 
usual reason for delay. 
Senator Ky M. None of those cases are on the list of 2 uses Vou took 


to the Atlanta conference, are they 

Mr. W Wire. No. 1 didn't take that to the Atlanta conference. | 
sent it up to Washington after the Atlanta conference. 

Senator Kem. There are none of that type of case / 

Mr. Wurrre. None of which type! 

Senator Kem. The type W here there was a legitimate excuse for not 
complying with the shipping orders. 

Mr. Wurre. I think so. 

Senator Kem. How many ? 

Mr. Wurre. I don’t know. That is a detailed thing that has to be 
checked back in our Allocation and Shipping Department. 

[ hope you don’t think I am trying to avoid your question. I don’t 
know what was being done day to day on these individual loading 
orders. , 

Senator ANDERSON. Can you give us some more of those cases 

Mr. Solomon. May I add one thing in connection with Senator 
Kem’s question in connection with what action we took ¢ 

In the early part of June 1951, I held a conference with various 
officials in our office and we analyzed all of the loading orders that 


; 
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were outstanding,.and, as a result of that conference, I issued a mem- 
orandum to our Fiscal Division, which I would like to read. It is 
addressed to the Chief of our Fiscal Division, dated July 11, 1951. 

Attached is a list of warehousemen who have not made shipments of grain 
in accordance with loading orders issued to them. Please arrange to have all 
payments to them suspended until such time as their names are deleted from the 
list either by memorandum from me or from the Grain Section. 

We were trying to force the warehousemen who had not loaded to 
load out the grain in accordance with our loading orders. We did not, 
at that time, suspect shortages on all of them. Three of them had 
already been referred to C. and I. for investigation. 

Mr. Correr. Was E. and S. Bonded Warehouse, San Antonio, Tex., 
on that list ? 

Mr. Sotomon. Yes, sir. So was Henderson Grain and Storage. 

Mr. Correr. Wait a second. Did you have loading orders out on 
that company ? 

Mr. Sotomon. Yes, sir. 

Mr. Correr. What was the date of them? 

Mr. Sotomon. June 4, 1951. 

Mr. Correr. EF, and S. Bonded Warehouse ¢ 

Mr. Sotomon. Yes. We had two out with them. 

Mr. Correr. Give the number and the date and the amount. 

Mr. Sotomon. DGS—0-203—40. 

Mr. Correr. That was dated when ? 

Mr. Sotomon. Dated October 19, 1950. 

Mr. Correr. It called for how much of a shipment ? 

Mr. Sotomon. It called for 866,365 pounds of grain. 

Mr. Correr. Do you remember any shipment made against it? 

Mr. Sotomon. None have been made. 

Senator ANpeRson. By June? 

Mr. Sotomon. No, sir. 

Mr. Correr. There is another one there. Would you want to give 
us the details on that? 

Mr. Sotomon. The number of the other loading order was DGS-— 
1-203-337. 

Mr. Correr. What was the date of that? 

Mr. Sotomon. October 23, 1950. 

Mr. Correr. How much grain was involved in that / 

Mr. Sotomon. 6,093,598. 

Mr. Correr. And was there anything shipped against it? 

Mr. Sotomon. To the best of my knowledge; no. 

Mr. Correr. I think that is wreng. I think there were a million 
pounds or so shipped on it. 

Mr. Sotomon. I think that is right. They also operated under the 
Union Feed Co. and I think the shipments were made in the name of 
Union Feed Co. and later we found out they were the same. 

Mr. Correr. Do you have the last date of shipment on that? 

Mr. Soromon. No, sir; I do not. 

Mr. Correr. When did you notify the C. and I. on that one? 

Mr. Soromon. July 9, 1951. 

Mr. Correr. The value of the grain or the shortage—do you have 
that? 

Mr. Wuire. He doesn’t, but I have it. $153,603. 
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Senator ANDERSON. $153,000? 

Mr. Wuire. Yes. 

Mr. Correr. When should they have shipped the grain out under 
the loading orders of October 23 and October 19, 1950? 

Mr. Soromon. The stop-storage dates contained on the loading 
order, 0-203—40 was October 31, 1950. 

Mr. Correr. Can you account for the 8 months’ delay between the 
stop-storage date and the time you notified the C. and I. on that one? 

Mr. Sotomon. We had been trying to get in touch with them for a 
long time. 

Senator Anperson. Was he inaccessible? 

Mr. Sotomon. That is right. They were inaccessible. 

Senator Anperson. You mean you couldn't find them ? 

Mr. Sotomon. We didn’t send anybody down, but we tried to call 
them on the phone a good many times. 

Senator Kem. What town is that / 

Mr. Sotomon. San Antonio. 

Senator Anperson. They have a telephone exchange in San An- 
tonio. 

Mr. Sotomon. We tried to call them and we couldn't get hold of 
them. 

Senator Kem. Was mail addressed to them, returned ¢ 

Mr. Sotomon. I have no record with me. I think communications 
were addressed to them, but I have no record. 

The Cuamman. How many times did you try to get hold of them, 
Mr. Solomon, in that 8 or 9 months? 

Mr. Sotomon. Senator, I just couldn’t answer that. I know I was 
pushing the boys back in our Allocation and Shipping Section to get 
in touch with them and get the grain shipped. How many times they 
called them, or wrote them, I cannot say. I do not have the informa- 
tion. 

Mr. Wuire. I might contribute to that, may I? 

Was that with respect to DG@S-2-203-40? 

Mr. Correr. Yes. 

Mr. Wurre. I will read you an excerpt from a statement made to 
us by our Allocation and Warehouse people in our section. This is 
their comment: 

This loading order is dated October 23, 1950. Work sheet initiating loading 
order is dated October 16, 1950, and begin processing October 18, 1950. The 
Document Identification and Distribution Unit begin routine policing according 
to procedure on November 21, 1950, and thereafter once monthly until 3-21-51, 
when the person assigned quit work. No one else was immediately available 
and workload was extremely heavy. This unit also wrote nine policing letters 
for documents beginning 8-23-51— 

That is after the period vou are talking about. 

It continues: 

When information was received that car had been shipped and continued 
until 12-14-51. Policing by grain unit began immediately after policing records 
set up subsequent to transfer of responsibility from Document Identification 
ind Distribution Unit to Grain Unit, since normal policing not effective. Con 
tacts made by phone 6-20-51. Then wired 6-21-51, and no reason for not 
shipping obtained. We wired on 6-28-51. No reply. On 7-38-51 informed 
Chief T. and W. Division, for action. On 7-6—-51, requested C. and I. office to 
nvestigate. The records show a representative of the warehouse came to this 
fice on 7—5-51, confessing shortage. More policing done on 7-11-51, 7-12-51, 
7-18-51, 7-19-51, 7-25-51, 7-28-51, and 8-3-51 
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Although this file does not contain written notes to the effect, many attempts 
to contact the warehousemen by telephone were made, but to no avail. The 
only reply or response to policing was by letter dated 7-S-51, and in October 
1951, when several bills of lading were forwarded subsequent to policing by 
Grain Unit. C. and I investigation has been made and case referred for legal 
action. 

Senator Anperson. When you say “policing,” what do you mean? 

Mr. Wurre. What you are talking about, “Did you use the phone 
to get hold of them to find out why they hadn’t shipped or write them 
letters?” That is what we call loading order policing. 

Senator Anperson. This was October 19 and it would be quite 
obvious to most people that, if they didn’t deliver in November or 
December, there might be something wrong there. Do you know 
what finally happened? Is there a claim on this? 

Mr. Soromon. Yes. 

Senator ANperson. There is? For the amount of this? 

Senator Kem. The company has filed a voluntary bankruptcy. At 
the present time the case has been referred to the United States 
Attorney in the Eastern District with respect to the operators of 
this company and the operators of the Union Feed Co. in San An- 
tonio, Tex., which is an affiliated company. That is in the GAO 
report. 

Senator Anperson. You knew all about this case in June. It is hard 
to understand why something wasn’t done. 

The CHarrman. It was October. 

Senator Anperson. It was October when it started. October 23, 
1950. 

Mr. Wuire. You mean in June 1950 or 1951? 

Senator Anperson. 1951. These orders were given in October 25, 
1950, for 6 million pounds, which is roughly $150,000, of grain. No 
response. The stop storage order was dated October 21. Didn’t stor- 
age payments stop at the time, or were they continued ? 

Mr. Sotomon. There were no payments made to them after, I believe. 
May 5. 

Senator Anperson. I am talking about October 31. 

Mr. Sotomon. May 5, 1950, and May 18, 1950. 

Senator Anprrson. °50 or °51? 

Mr. Soromon. 1950. 

Mr. Correr. When did you send a memorandum to Fiscal telling 
them to stop storage? 

Mr. Soromon. July 11,1951. But in that case there is a combination 
of circumstances. This 6,093,665 pounds—666 pounds—constituted all 
the grain they had in their warehouse, as I recall the circumstances. 

I am fairly sure that I am correct, but I do not want to be positive 
on it. We had placed the stop storage date on the loading order. No 
payment would be made to them by the Fiscal Division until shipment 
had been completed on the loading order. 

Senator Kem. When did you give them the first shipping order that 
they failed to comply with? 

Mr. Soromon. October 19, 1950. The last payment that was made 
to them was May 18—August 18, 1950. 

Senator Kem. You didn’t make any payments to them after they 
failed to comply with the shipping orders? 

Mr. Soromon. That is right, sir. 
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Mr. Correr. Why was it necessary to send a memorandum to Fiscal 
to not make further payments / 

Mr. Soromon. Really it wasn’t necessary in that case, because we 
had ordered out all the grain. I included them on the list in my 
memorandum for the reason that I wanted to be sure that no payments 
were made to them. 

Mr. Correr. I direct this question to Mr. White. Wasn’t there any- 
thing that could be done between the time you became conscious of a 
delay in delivery and when you referred this to C. and I. by way of 
ascertaining whether they were going to ship out? You have three 
explanations—failure to reply to telegrams, failure to reply to phone, 
and failure to reply to letters. 

Mr. Sotomon. We would have sent our grain inspector down there 
if it had been called to our attention. 

Senator ANDERSON. Was there any reason why somebody couldn't 
order inspection for that much grain in November and December / 
It was quite obvious something was wrong. 

Mr. Wurre. The only thing we could have done would be for the 
allocation group to have called it to our attention. 

This is today, and we see it. At that time we didn’t know it. I 
didn’t know. The Allocation group were the people who issued the 
orders and kept up with them. If they had pointed out that this 
fellow was that far behind, then what we would have done would 
have been to order our inspector down there to look at the situation 
and find out for ourselves. 

Senator ANpEerson. When was the first you learned about it ? 

Mr. Wurre. I do not recall. 

Mr. Sotomon. The first recollection that I have of it was in this 
conference that I held around the 10th of July 1951. 

Senator Anperson. The 10th of July. it was quite obvious that 
these people were short. Was the United States Attorney notified at 
that time / 

Mr. Soromon. C. and L. was requeste| to make an investigation on 
them on the 9th of July. 

Senator Anprrson. 9th of July? 

Mr. Sotomon. Yes, sir. 

Senator Anperson. When you left in January, had the C. and | 
reported anything to you ¢ 

Mr. Wuirre. Yes. 

Senator Anprerson. That is one case they had ¢ 

Mr. Wuire. I think I can pick up on that one. They had made 
what we call a limited investigation. 

Senator Anperson. What did the investigation reveal ? 

Mr. Wurre. It showed they were short. 

Senator Anperson. Did it show they had anything at all down 
there ¢ 

Mr. Wurre. I do not recall that part of the detail. 

Senator Anperson. What did the audit show? Does anybody 
know? Do you know what it showed / 

Mr. Sotomon. I do not remember the details of it either, Senator 
Anderson. We referred it immediately to the Solicitor’s Office for 
legal action to be taken. 

Senator Anperson. When was that, about / 
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Mr. Sotomon. It seems to me it was along in December, but I 
couldn’t be sure. 

Mr. Correr. I have the date, November 28, 1951. 

Mr. Sotomon. November 28, 1951. 

Senator Kem. How much did this shortage amount to in terms of 
money ¢ 

Senator Anperson. $150,000. 

Mr. Wuire. The reports we made in December—I presume the 
figures are correct—amounted to $153,603. 

The Cuarrman. Was that on the case you have been talking about ? 

Mr. Wurre. Yes. 

Senator Kem. When did the Washington office learn of that 
shortage ¢ 

Mr. Wurre. Wait a minute. Let me look at my list. Maybe it is 
on this list. 

That company was listed on the list that we furnished Washington 
in September 14, 1951. 

Senator Kem. Did you give the amount of the probable shortage ¢ 

Mr. Wurre. No. 

Senator Kem. Any details about it? 

_Mr. Wurre. No. 

Senator Kem. And what did Washington do, if anything? 

Mr. Wurre. Well, not anything. 

Senator Ture. Whose responsibility i is it to report any such irregu- 
larities or shortage ? Was it yours, Mr. White? 

Mr. Wurrr. To report to whom ? 

Senator Ture. Report to your superior. Who was your immediate 
superior ¢ 

Mr. Wurre. Well, my immediate superior was Mr. Kruse here in 
the Washington Office, but our system was such that, when a shortage 
was suspected, the action we were to take was to refer it to the Com- 
pliance and Investigation Office in Dallas. 

Senator Tuyr. Then who was in charge of that office ? 

Mr. Wuire. Mr. Elliott. 

Senator Taye. He was in charge. Did you report to him? Did 
you report to him as soon as you ‘discovered they were not shipping 
in accordance with the shipping orders? 

Mr. Wurre. No. 

Senator Tuyr. Why did you not do so? 

Mr. Wurre. Let me rephrase that. 

Senator Tuy. I phrased the question. 

Mr. Wurre. Let me rephrase my answer here. As soon as it came 
to the attention of myself and Mr. Solomon, it was referred to C. and I., 
yes, but if you are ‘talking about the Dallas Office, no, because the 

yeople back in the Allocation Department are bound to have known 
fore it was referred to C. and I. that the order was not being com- 
plied with. 

Senator Anperson. Who is in charge of the Allocation section ¢ 

Mr. Wurre. P. M. Miller was the man in immediate charge. 

Senator Anperson. Was he in charge at that time? 

Mr. Wuirr. Yes, sir. 

Senator Anperson. Is he in charge today ? 


Mr. Wuirr. Yes. 
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Senator Anperson. He has not been fired ? 

Mr. Wurre. No. 

Senator ANperson. He discovered the shortage in October 1950. 
The shipping order was issued in October 1950; is that right ¢ 

Mr. Wuire. Yes, sir. 

Senator ANperson. The end of the stop storage date was October 
31: is that right? 

Mr. Wuire. Yes. 

Senator ANpERsON. So that by the middle of November he knew 
they were not complying; is that right? 

Mr. Wurre. Yes. 

Senator Anperson. Nothing was done by him until July, or some- 
time around there ¢ 

Mr. Wurre. Other than the statement I read here a while ago, 
which is his statement. 

Senator ANpEeRson. He said he sent a memorandum. 

Mr. Wuire. He sent nothing. 

Senator Anperson. Nothing was done by him to call it to your 
attention ¢ 

Mr. Wuire. Correct. 

Senator Anperson. Or Compliance and Investigation / 

Mr. Wuite. Correct. 

Senator ANpEersoN. Or Audit ¢ 

Mr. Wuire. Correct. 

Senator Anperson. Until July? 

Mr. Wurre. I do not know when it was done, but not done until 
quite some time later. 

The Cuarrman. Who was Mr. Miller’s boss? Was he under you? 

Mr. Wuite. He was under me. 

The Cuarrman. Did you make a complaint because he wasn’t more 
prompt with his report to you? 

Mr. Wuire. Senator, he never did report to me on this specific 
case. I really think what happened was that Mr. Solomon was 
checking up on slow loading orders or loading orders issued on 
which they had not complied with and this probably came to light 
at that time. 

Mr. Correr. Mr. White, you testified that you began to become 
conscious of the conversion threat back in February when Meekins 
came in and reported a big shortage. Was anything done between 
February and July to alert your staff in that office to check up on 
the situation again / 

Mr. Wurre. Yes. There had been lots of things done. One of 
those was to watch these loading orders. 

Mr. Correr. But all that was done was to call and send wires. 

Mr. Wuire. In that particular case, yes. In some other cases, 
our inspector was sent out. 

Mr. Correr. You did have an inspector who made qualitative in- 
spections ¢ 

Mr. Wurre. Well, not in the sense that he went around to every 
warehouse in the area on a regular schedule or so many times a year 
and made those inspections. He made qualitative inspections only 
when sent out there on special assignment. 
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Mr. Correr. I didn’t mean to get into that. You did use him on 
a qualitative inspection where you thought bad situations were in 
volved? In how many cases do you think you used him on that? 

Mr. Wurre. I would have to guess, but I would say 25 or 50. 

Mr. Correr. Was he ever used on this case / 

Mr. Wuire. Notas far as I know. 

Mr. Correr. Are there any cases where, as a result of this investi 
gation, you took action ¢ 

Mr. Wurre. Yes, sir. 

Mr. Correr. Do you know those cases / 

Mr. Wuire. Yes, I know some of them. I will try to identify them. 
The Henderson Grain case, the Plains Grain case, which is on your 
first list ; he was sent to those two places. 

Senator ANDERson. Where is the Plains Grain Co. / 

Mr. Wuire. That is Amarillo. That is the Herman Dawson case. 
Great West Mills at Fort Worth; the Dimmitt Elevator at Dimmitt. 
Tex. Those are some of them. There were many more. 

Senator ANperson. Can you get any more of these cases that you 
think aren't conversions ¢ 

The CHarrman. Before you get into that, I would like to ask a 
question on this case we are now talking about. You say that Ma) 
18, 1950, was the last date on which storage had been paid ¢ 

Senator ANperson. August 18. 

Mr. Sotomon. August 18. 

The CHairMan. | thought it was May. Then you had given your 
shipping orders on October 22 ¢ 

Mr. Sotomon. Yes. 

The Cuairman. Of that same year? 

Mr. Sovomon. Yes, sir. 

The CHairman. How often did you pay the storage rentals / 
Monthly ? 

Mr. Sotomon. No. I cannot remember whether it was quarterly 
or four times a year or three times a year 

The Cuarrman. What prompted the question was to find out 
whether or not in this case you didn’t pay storage because you knew 
of some default on the part of the warehousemen. 

Mr. Sotomon. No, sir. At that time we did not know. The load 
ing order that we had given each of these, covered all the grain that 
they had stored for our account, and the loading orders contained stop 
storage date of October 31, 1950, and November 23, 1950, and those 
dates extended into a new period, and no pay ments were made to 
them because they had not shipped. It wasn’t a matter of our 
suspicion of shortages at that time. 

Mr. Wurre. In other words, whenever we put a stop storage date 
on a loading order, until it was shipped, payments were automatical]) 
stopped for any storage beyond that date. 

Mr. Correr. If that was all the grain in that particular warehouse / 

Mr. Wuirre. Yes. 

Mr. Correr. Where you only had an order for part of it, you would 
be paying on the rest of it ? 

Mr. Wurre. That is right. 

Mr. Sotromon. That is right. 

The CuarrmMan. Proceed with the other cases. 
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Mr. Wurre. I have gotten a little off. Sudan Elevator is a case that 

at one time we thought was short, and according to this report, it says 

“Suspected shortage because of slow loading, and Commodity Credit 
received all grain. 

Roberts Seed Co., Texico, N. Mex.: “Short. Grain had gone out of 
condition. Cash settlement.” 

That means he paid us for it. 

Senator Hottanp. How much was that? 

Mr. Wurrer. I do not have the figures on these. I didn’t put down 
the dollar amounts because they were not shortage cases. 

Senator Kem. When you say a cash settlement, do you mean he 
paid in full or there was a compromise made ? 

Mr. Wuire. No, sir. I mean he paid in full. I do not know of any 
case that we have ever compromised. That is why I can answer that 
on this deal; otherwise, I wouldn’t know. 

Senator A1rkeN. Was that a spoilage case purely ? 

Mr. Wurre. According to my notes, it would indicate that it was. 

Senator A1KEN. I do not want to know what it indicates. I wonder 
whether it was a purely spoilage case. 

Mr. Wuirre. I don’t have the information in my mind the way I can 
answer the question. 

Senator Atken. I do not have the information either. 

Senator ANverson. Who would have the information? 

Mr. Wuire. We are talking about Roberts. 

The Cuarman. Is that the Roberts Seed Co. of Texico, N. Mex.? 

Mr. Wurre. That is right. 

Harry, would you know about that case? 

The CuHarrman. I have a memorandum here on it. It seems that 
the Roberts Seed Co. had been attempting to call this matter to your 
attention from March 1950, and sent you quite a few letters and tele- 
grams, and it indicates here that because of the neglect of your office, 
it may be that the Commodity Credit Corporation will have to absorb 
the loss in quality due to failure to act when notice was given. What 
do you have to say about that? 

Mr. Wutre. The only thing I can say about that is that if I were 
still there we would just take the case up and find out the facts and 
go into that. That is all. 

Senator Arxen. Do you show the source of the memorandum? Is 
that GAO? 

The Cuamman. No. This memorandum was sent from the office 
yesterday by wire. 

Senator Arken. From the Dallas office ? 

The CuHarrman. From the Dallas office. What I have here are 
excerpts from the letters and telegrams that they were able to locate 
in various files. 

It seems that at first there was a denial, I believe, by someone in 
the office, as to any of the correspondence havi ing been received. But 
they looked into various files and located the telegrams and letters 
indicated on this memorandum and on the memorandum you have 
the dates that the letters as well as the telegrams were sent and the 
dates of the receipt of telegrams or wires from the Roberts Seed Co. 

Mr. Wurrr. Since you have mentioned that, I remember just be- 
fore I left the office that I talked with one of our men and he told me 
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about the Roberts seed man. He said he was pressing for some settle- 
ment. Of course, I was leaving, and I said, “Well, you will have to 
take it up with the new man.” 

But, as I recall the conversation on that deal, it was that the fellow 
claimed we owed him instead of his owing us. 

The CuarrmMan. Well, is there any truth to the statement that the 
Comodity Credit Corporation may have to absorb losses on this grain 
because of the neglect of your office in not handling this matter 
promptly ¢ f 

Mr. Wurre. I don’t know. 

The Cuarrman. You don’t know? 

Mr. Wurre. No, sir. 

The CHamman. Do you recall having received letters and tele- 
grams from Mr. Roberts, Roberts Seed Co., in this matter? 

Mr. Wurre. No, sir; I am sure they were received in the office, 
because my man there just before I left mentioned this case to me. 
So as far as my receiving the telegrams, being familiar with the case, 
I am not. 

Mr. Sotomon. I am familiar with it. 

The CuAirnman. Who would have been responsible for the case in 
the office ? 

Mr. Sotomon. I am familiar with some of the circumstances on 
that case. I wonder if the information will be public. I don’t know 
whether I should say anything about it. 

Senator AnpEerson. We have made this memorandum public. We 
might as well get all of it. 

The Cuarrman. I have the memorandum before me. You may use 
it to refresh your recollection. 

Senator Arken. Let’s hear it. Most of it is published already. 

Mr. Sotomon. Mr. Roberts asked me that we move some grain. I 
do not remember the date. But that memoradum there would prob- 
ably be correct on it. We sent our inspector out to look over the 
grain. He claimed that it was out of condition and, when our in- 
spector inspected the grain, he found that the grain was in good 
condition. 

So we didn’t feel that it was necessary to move the grain. Some of 
the storage that Mr. Roberts had was approved under the occupancy 
agreement program. The Government had to pay him storage whether 
he moved the grain or did not move the grain. We were considering 
that factor. We were going to pay whether we used the storage or not. 
His claim was presented before I left, and on my instructions it was 
denied because I did not then, nor do I now, think it was a vlaid claim 
against the Government. 

The grain was out of condition. He wanted to buy it. 

Senator Anperson. He wanted to buy it? 

Mr. Sovromon. Yes. 

Senator Anprerson. At a reduced price? 

Mr. Sotomon. Yes; because it was out of condition. 

Senator Arken. When was that found out of condition ? 

Mr. Sotomon. Senator Aiken, we didn’t know the grain was out of 
condition until it was shipped out. That was some time after the 
occurrence that I have been telling you about. 
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senator ArkEeNn. I was wondering how much time elapsed between 
the time you found it in goed condition and the time it was out of 
condition. 

Mr. Sotomon. A record of our inspector’s inspection of Mr. Roberts’ 
warehouse is available in the files down there. 

Senator Anperson. Why do you have him in the list of suspected 
shortages ¢ 

Mr. Sotomon. On August 31, 1950, Mr. Stuard’s inspection report 
on the facility stated there was weevil damage. 

Mr. Wurre. The first letter was March. That would be about 6 
months later. 

Mr. Sotomon. Stuard inspected the facility on August 31, 1950, and 
found that 24 bushels wheat, sample grade, was weevily, according to 
this information here. 

The Cuatrrman. If you received the letter under date of March 20, 
1950, from the Roberts Seed Co., in regard to this condition of the 
wheat or asking for permission to move it, why did you wait until 
August to send Mr. Stuard out there ? 

Mr. Sotgmon. Senator, I think Mr. Stuard went out there. to that 
place more than one time. I am almost sure that he did. I feel there 
was a visit out there that isn’t shown on that report. 

Senator Arxen. I think that would be interesting, because someone 
in Dallas made that up. You say you sent someone out there and found 
the grain in good condition. 

Mr. Soromon. There was one report that I remember which did 
show the grain in good condition. 

Mr. Wuire. What year was that? 

Mr. Sotomon. 1950. 

The Cuarman, I will have this report put in the record at this 
point. It contains a chronological statement of the letters and tele- 
grams that were received from and sent to Mr. Roberts of the Roberts 
Seed Co. 

Senator Hotuanp. Does that come from one of our investigators ? 

The Cuatrman,. No. I asked for it, because it came to my attention. 

Senator Hotutanp. From whom does it come ? 

The Cuarrman. From the Dallas office. It was obtained at my 
request by Mr. Kruse. 

We will enter it in the record at this point. 

(The matter referred to is as follows :) 


Exnutpir No. 7 
Roserts Seep Co., Textco, N. Mex. 


March 20, 1950: Roberts’ letter to Solomon, PMACO, requesting permission to 
move 100,000 busheis wheat from Portales and Clovis to Texico so that grain 
can be turned. 

March 21, 1950: Solomon’s wire to Roberts that unless wheat is out-of-condi- 
tion, this office cannot move until maturity date of loan (April 30, 1950). 

No date: Roberts’ letter to Solomon, PMACO, that 50,000 bushels of wheat at 
Portales getting warm; requests permission to move 6,000 bushels so that re- 
mainder can be turned. 

April 29, 1950: Roberts’ letter to CCC stating that despite repeated requests, 
no shipping instructions received to move wheat from Clovis and Portales. 

May 11, 1950: Roberts’ letters to county PMA office, New Mexico State office, 
Solomon and Cunningham, PMACO, that 40,000 bushels of wheat at Portales, and 
35,000 bushels wheat at Clovis out-of-condition, serious weevil damage. 

May 19, 1950: Roberts’ letter to Cox, PMACO, refers to telephone conversa- 
tion, same date, agreeing that CCC will move wheat at Portales (40,000 bushels) 
to port, or allow Roberts to move to Texico where it can be fumigated. 
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May 25, 1950: Roberts’ letters to New Mexico State office and Solomon, 
PMACO: “Turning wheat at Portales, but cannot kill weevils.” 

June 15, 1950: Loading Order No, DW-9-20804 issued for movement of 
37,028.95 bushels wheat from Portales facility. 

August 31, 1950: Stuard’s inspection report on Clovis facility. In excess 24,000 
bushels wheat sample grade, weevily. 

September 7, 1950: Roberts’ letter to Cunningham and Cox, PMACO, re out- 
of-condition wheat at Clovis. Refers to May and June letters on condition of 
wheat and requests for loading orders at that time. Again requests shipping 
instructions. 

September 12, 1950: Loading Order No. DW-—O-20192 issued for movement of 
29,134.21 bushels wheat from Clovis facility. 

It appears that CCC must absorb the loss in quality due to failure to act when 
notice was given. 

Mr. Correr. We looked into this case because Senator Anderson 
mentioned it, and we have some items of interest here, I think. 

Senator Anperson. I am kind of wondering how it got on the list 
of suspected shortages. ‘That is what I am trying to find out. 

Mr. Soromon. Our Mr. Stuard measured his grain, and apparently 
he failed to measure a bin that he had. The figures he had showed 
that he was short. Then shortly after that, according to my recollec- 
tion, the Office of Audit—I may be wrong on that—I think it was the 
Office of Audit—made an audit of how the house stood, and showed 
that he was all right. He had plenty of grain to cover all of his 
outstanding warehouse receipts. 

That is the way I remember the case. 

Mr. Correr. There is an inspector’s report dated August 14 and 15, 
1950, which reads as follows: 

Stuard’s inspection report on Clovis facility, grain sorghums bin stored esti- 
mated to be No. 2 or better. Heat caused by sun, not fermentation. 

In other words, there was a difference of opinion between the ware- 
houseman and the inspector as to what was causing the heat. Ap- 
parently, when the grain was later shipped out, it was bad. 

The Cuatrrman. What is your next case? 

Senator Hottianp. I don’t have any objection to these notations 
going in, but I think it would be better for us to be furnished with 
the documents in the file. 

The Carman. I have asked forthem. I wanted a history of them 
because I had gotten word that such a case was pending. Instead of 
sending the whole file, which could not have been sent as quickly, they 
took extracts and teletyped them last night. 

Mr. Wuirte. Senator, may I ask, when you are getting that—con- 
tact be made with Mr. Stuard, the inspector, and he should be asked 
for copies of his reports. 

The Cuarmman. That will be obtained by our investigators, 

Mr. Wurre. If he made a trip before August, he will have a record 
of it, and that can be brought in here, too. 

(The matter referred to is as follows :) 


Exurtr No. 8 
MarcH 20, 1950. 
Mr. H. J. Soromon, 
Assistant Director, Commodity Credit Office, 
Dallas, Tez. 

Dear Mr. Soromon : Confirming my personal visit with you last week in which 
I advised that my Portales elevator and my Clovis elevator were filled with 
loan grain to the capacity. 
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Bach one of these elevators have about 50,000 bushels of wheat which cannot 
be turned and therefore must be shipped immediately as the weather has turned 
warm and weevil have started to work in a big way. 

However, we have about 100,000 bushels of space here in our Texico new 
elevator and if you so desire, this grain can be shipped from Portales and Clovis 
to Texico and stored without any penalty on your transit privileges and we would 
like to have your permission to start immediately transferring all this wheat 
from Portales and Clovis to Texico. 

By doing this we will have 50,000 bushels of space at each plant or a total 
of 100,000 bushels at Clovis and Portales where we can take in farm-stored grain 
and purchase agreement grain or any other kind of grain that you might want 
us to store for you. 

Thanking you we are, 

Sincerely, 
Roserts Seep Co., 
M. C. Roperts. 


DALLAs, Tex., March 21. 
Roserts Seep Co., 
Texico, N. Mea. 

Since wheat loans mature on April 30, authorization of movement cannot be 
made except if grain is out of condition, and you have exercised all of the con- 
ditions under the uniform grain storage agreement for keeping grain from 
going out of condition, by good warehouse practice, namely turning and fumiga- 
tion. If grain is out of condition, we will request inspection and proceed to call 
loans for settlement. 

H. J. Soromon, CCC, PMA. 


MARCH 22, 1950. 
Mr. H. J. SoLtomon, 
PMA Commodity Office, Dallas, Tez. 

We have 50,000 bushels of wheat that is weevily and is starting to get warm 
at Portales, N. Mex. It’s not hot, it’s just warm. In 30 days it will be hot. 

If you would permit us to ship 6,000.bushels out of one end of this building, 
we could then turn the whole building and save all the grain. The elevator is 
blocked and we cannot turn any until we ship a little. By shipping 6,000 bushels, 
we can save 50,000 from getting hot. 

Please advise. 

Sincerely, 
ROBERTS SEED Co., 
M. C. Roperrs. 


Ropwerts SEED Co., 
Farwell, Tewx., April 29, 1950. 
ComMopity CrepvIt CORPORATION, 
Dallas, Tez. 
(Attention: W. T. Rogers.) 

GENTLEMEN: Confirming our phone conversation yesterday afternoon with 
Mr. Marvin Henry and cur telegram of yesterday in which we requested to know 
what you mean by CL-15 as we have never heard of this. 

l am afraid the way this thing is being figured that we are not going to get 
our full in and out charges at Portales-Clovis and our full in-and-out charges for 
subterminal unloading, reloading, and storage at Texico. 

If this is the case, please do not figure our grain on the basis of CL—-15 as we 
took this farm-stored grain into our Portales-Clovis elevators in good faith in 
accordance with an agreement with your Mr. Solomon on a previous personal 
visit and in telephone conversation with Mr. Cunningham before this grain was 
shipped. 

Portales and Clovis elevators were blocked, notwithstanding frequent requests 
for shipping instructions to Texico. We have not received same, and in order to 
keep taking grain at those points we were compelled to start making shipments. 

In regard to Texico not having official weights, I find that Poston at Stephens- 
ville, Henderson at Farwell, Doggett Grain Co. at Pantex, and hundreds of other 
subterminals do not have official weights so our not having official weights will 
not affect our contract with you. I also notice that we have a subterminal 
contract with you. 

Thanking you for your consideration, we are 

Sincerely, 
M. C. Roserts. 
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May 11, 1950. 


Mr. Ivey METCALF, 
ACA Office, Clovis, N. Mez. 

Dear Mr. Mertcatr. This letter is to advise you that we have some wheat out of 
condition at Portales, N. Mex., about 40,000 bushels in a round top Quonset 
building size 40 x 100 and that the grain will have to be moved. We also wish 
to advise that we have elevator space for this grain in our new elevator at Texico, 
N. Mex., where we can properly treat it for weevil. 

We have shipped several cars of this same wheat out of this Quonset at Portales 
and’ we find that it tests over 60 pounds but it grades No. 2 Dark Hard Winter 
wheat, weevily with 3 percent total damage or weevil cut grains. The moisture 
is 10.9. We have not been able to successfully treat this wheat for weevil and 
they are about to eat it up. We can ship the wheat to our new elevator at 
Texico and put it in a large concrete bin and kill the weevil. The Quonset is so 
open that the gas from the Weevil-Cide escapes without killing the weevil. This 
wheat must be moved at once. 

We also have a large steel tank containing about 35,000 bushels of wheat in our 
elevator at Clovis, N. Mex., which cannot be turned as the main elevator at Clovis 
is full of milo. We are having the same trouble in this steel tank at Clovis and 
one car which we recently shipped from this tank at Clovis graded sour and the 
others have all graded weevil damage. 

Will appreciate your immediate attention. 


Sincerely, 
Roperts Seep Co. 


M. C. Roperts. 


May 11, 1950. 


ACA OFFICE, 
Portales, N. Meg. 

GENTLEMEN: This letter is to advise you that we have some wheat out of 
condition at Portales, N. Mex., about 40,000 bushels in a round top Quonset 
building size 40 x 100 and that the grain will have to be moved. We also wish 
to advise that we have elevator space for this grain in our new elevator at Texico, 
N. Mex., where we can properly treat it for weevil. 

We have shipped several cars of this same wheat out of this Quonset at Portales 
and we find that it tests over 60 pounds but it grades No. 2 Dark Hard Winter 
wheat, weevily with 3 percent total damage or weevil cut grains. The moisture 
is 10.9. We have not been able to successfully treat this wheat for weevil and 
they are about to eat it up. We can ship the wheat to our new elevator at 
Texico and put it in a large concrete bin and kill the weevil. The Quonset is so 
open that the gas from the Weevil-Cide escapes without killing the weevil. This 
wheat must be moved at once. 

We also have a large steel tank containing about 35,000 bushels of wheat in our 
elevator at Clovis, N. Mex., which cannot be turned as the main elevator at Clovis 
is full of milo. We are having the same trouble in this steel tank at Clovis and 
one car which we recently shipped from this tank at Clovis graded sour and the 
others have all graded weevil damage. 

Will appreciate your immediate attention. 

Sincerely, 
Roserts Seep Co. 
M. C. Roperts. 


May 11, 1950. 
Mr. Arcure M. VANCE, 
Ezecutive Officer, State Committee, 
State College, N. Mez. 

Dear Mr. VANCE: This letter is to advise you that we have some wheat out of 
condition at Portales, N. Mex, about 40,000 bushels in a round top Quonset 
building size 40 by 100 and that the grain will have to be moved. We also wish 
to advise that we have elevator space for this grain in our new elevator at 
Texico, N. Mex., where we can properly treat it for weevil. 

We have shipped several cars of this same wheat out of this Quonset at Por- 
tales and we find that it tests over 60 pounds but it grades No. 2 dark hard winter 
wheat, weevily with 3 percent total damage or weevil cut grains. The moisture is 
10.9. We have not been able to successfully treat this wheat for weevil and they 
are about to eat it up. We can ship the wheat to our new elevator at Texico 
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and put it in a large concrete bin and kill the weevil. The Quonset is so open 
that the gas from the Weevil-Cide escapes without killing the weevil. This 
wheat must be moved at once. 

We also have a large steel tank containing about 35,000 bushels of wheat in 
our elevator at Clovis, N. Mex., which cannot be turned as the main elevator 
at Clovis is full of milo. We are having the same trouble in this steel tank at 
Clovis and one car which we recently shipped from this tank at Clovis graded 
sour and the others have all graded weevil damage. 

Will appreciate your immediate attention. 

Sincerely, 
Roperts SEED Co., 
M. C. RoBERTs. 


May 11, 1950. 
Mr. SoLoMON, 
Commodity Credit Corporation, 
Dallas, Tez. 

DeAR Mr. SOLOMON : This letter is to advise you that we have some wheat out of 
condition at Portales, N. Mex., about 40,000 bushels in a round top Quonset 
building size 40 by 100 and that the grain will have to be moved. We also wish 
to advise that we have elevator space for this grain in our new elevator at 
Texico, N. Mex., where we can properly treat it for weevil. 

We have shipped several cars of this same wheat out of this Quonset at Por- 
tales and we find that it tests over 60 pounds but it grades No. 2 dark hard winter 
wheat, weevily with 3 percent total damage or weevil cut grains. The moisture is 
10.9. We have not been able to successfully treat this wheat for weevil and they 
are about to eat it up. We can ship the wheat to our new elevator at Texico 
and put it in a large conerete bin and kill the weevil. The Quonset is so open 
that the gas from the Weevil-Cide escapes without killing the weevil. This 
wheat must be moved at once. 

We also have a large steel tank containing about 35,000 bushels of wheat in 
our elevator at Clovis, N. Mex., which cannot be turned as the main elevator 
at Clovis is full of milo. We are having the same trouble in this steel tank at 
Clovis and one car which we recently shipped from this tank at Clovis graded 
sour and the others have all graded weevil damage. 

Will appreciate your immediate attention. 

Sincerely, 
Roserts SEED Co., 
M. C. RoBertTs. 


May 11, 1950. 
Mr. Georce CUNNINGHAM, 
Commodity Credit Corporation, Dallas, Tez. 

Dear Mr. CUNNINGHAM: This letter is to advise you that we have some wheat 
out of condition at Portales, N. Mex., about 40,000 bushels in a round top 
Quonset building size 40 x 100 and that the grain will have to be moved. We also 
wish to advise that we have elevator space for this grain in our new elevator at 
Texico, N. Mex. where we can properly treat it for weevil. 

We have shipped several cars of this same wheat out of this Quonset at Por- 
tales and we find that it tests over 60 pounds but it grades No. 2 Dark Hard 
winter wheat, weevily with 3 percent total damage or weevil cut grains. The 
moisture is 10.9. We have not been able to successfully treat this wheat for 
weevil and they are about to eat it up. We can ship the wheat to our new ele- 
vator at Texico and put it in a large concrete bin and kill the weevil. The 
Quonset is so open that the gas from the Weevil-Cide escapes without killing the 
weevil. This wheat must be moved at once. 

We also have a large steel tank containing about 35,000 bushels of wheat in 
our elevator at Clovis, N. Mex., which cannot be turned as the main elevator at 
Clovis is full of milo. We are having the same trouble in this steel tank at Clovis 
and one car which we recently shipped from this tank at Clovis graded sour and 
the others have all graded weevil damage. 

Will appreciate your immediate attention. 

Sincerely, 
Rorerts SEED Co., 
M. C. RoBerts. 
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Farwet, Tex., May 19, 1950. 


CoMMOopbITY CREDIT COKPORATION, 
Dallas, Ter. 
(Attention: Earl Cox.) 

GENTLEMEN : Confirming phone conversation with you today regarding the 
thirty-five thousand to forty thousand bushels of wheat that we have in Quon- 
set at Portales which cannot be fumigated on account of the Quonset being so 
open which permits the gas or fumigant to escape. 

It is agreed that you will either move this wheat to the port or let us ship it 
to Texico within the next 2 weeks. 

The wheat at the present time, on official Federal inspection, grades 60 pounds 
or better test weight No. 2 on account of 3 percent weevil damage. 

Thanking you, we are, 


Sincerely, 
Roserts SEED Co., 


M. C. Roperts. 


May 25, 1950. 
Mr. ARCHIE VANCE, 
Chairman, USDA PMA, State College, N. Mez. 
(Attention Mr. Wallner.) 

Dear Six: Confirming our personal visit this week in your office in which you 
have advised me that it may be in the terms of our uniform grain storage agree- 
ment that “Roberts Seed Co, will leave turning room and turn all grain.” 

This to to advise you that we are starting this week to turn all of this grain at 
Portales from one end of the Quonset into the other which will keep the grain 
from heating, but there is no way to fumigate grain in a Quonset for weevil 
since all Quonsets are built too open to hold the fumigant. 

It has been the weevil damage that has been hurting this wheat and it grades 
3 percent total weevil damage at the present time. We are afraid that the turn- 
ing of the grain will not stop the weevil. Nevertheless, we are turning it in 
accordance with the terms of our contract. 

Sincerely, 
Roserts Seep Co., 
M. C. RoBerts. 


May 25, 1950. 
Mr. H. J. Sotomon, 
Commodity Credit Corporation, Dallas, Tez. 

Deak Mr. Sotromon: Confirming our personal visit this week in your office in 
which you have advised me that it may be in the terms of our uniform grain 
— agreement that “Roberts Seed Co. will leave turning room and turn all 
grain.” 

This is to advise you that we are starting this week to turn all of this grain 
at Portales from one end of the Quonset into the other which will keep the grain 
from heating, but there is no way to fumigate grain in a Quonset for weevil since 
all Quonsets are built too open to hold the fumigant. 

It have been the weevil damage that has been: hurting this wheat and it grades 
83 percent total weevil damage at the present time. We are afraid that the turn- 
ing of the grain will not stop the weevil. Nevertheless, we are turning it in 
accordance with the terms of our contract. 

Sincerely, 


Roserts Seep Co., 
M. C. ROBERTS. 
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Nore.—Recommended that these bins should be turned and treated for weevils. This 
grain is most all of it warm, but the heat is caused by the sun and not from fermintation. 

Lubbock Grain Exchange reports that the first six cars shipped graded two 
YM and one was weevily. 

Roberts: He told me that if he had to ship this as per loading order with 
embargo on down there and his grain was held up he would make the CCC 
stand the loss if it went out of condition. 

He wanted me to use any influence I had with you to get you to let him sell it 
here to El Rancho Mills (Austin Brooks) at the Fort Worth price less freight 
as I told you over the phone. El] Rancho is paying around $1.95 for No. 2 YM 
by truck. If he bought this as Roberts wants, he would be getting No. 2 for 
around $1.65. That seems to be the way they want to get to us. 

Haven't finished running the house yet. Will try to get through tomorrow 
evening—will then go to Lubbock. Will call you and Jack Bramlett when I 
get there and find out what he wants me to do. 

Earl, there should be no reason for any of this grain to go out of condition 
if they will air it and kill the weevils. 

Ross Sruarp. 








STORAGE AND PROCESSING ACTIVITIES OF CCC 


uyel3 - 


2 Bur Aes ‘u1943 doys plnom Woz] “APY 10 SIOqQOY “Ip_ 194319 ‘UTeIT spy} WIN OF pezIeIs Aoy? UIA 3eI3 Sp10qQOY JO daAO[dtu9 UB Aq paz0doy 


*£9UOUL YONUI 004 4800 9] SB ZuUTUIN pee 3, UpIp 
“UOTJ EU] SEP 3B “YO FZulpuls 


30U Uy} S1q} 10} UOS¥eI OU oq P[NOYsS a1043 ‘Op A9YZ JT “3 WO 44H{1 403 plnom Avy} posjuoid Ady], “S[}A0a* 10} 4f 4BO1} PUB UTBIZ 8143 [1B WING Ady} JBY} PopusulMi00ey —" ALON 


M'I—? 
ae 
ad-> M1 


181 
s@1 
181 


ral 
Phat 
oo fT 


MT—? 
. . 


aa—i ‘M’I-% 

M‘T poysesuy ATpeg 

~“qa—t ‘M1-z% 
M‘I— | 


Al 
ofl 


vel 


s€1 


1) 


| ell {peqsezuy 


A1ped | 
“it oe 


“aad—?9 

oan 
~ 
. 


M—I ‘da 


““""""s3ng usig—9 
"8. aa pu’ M—Z 


‘Thy 
sq Ajeqeurxoiddy 
. op 
ng 
Tiny 
Ajayemyxoiddy 
. op 
i 
“Thy 
Ajojemixoiddy 
a4 
‘mn 
Ajoqyemxoiddy 
: og 
‘spunod 
000'0¢ Ajeyeuryxoid 
-de ‘Ajdule JON 
ny 
s¢ Alojemyxoiddy 


“1 


Ajoqyemyxoiddy 
‘Try 

Ajo euryxoiddy 
“Tn 


Ajoyeumyxoiddy 


op 

‘Try 
Ajaqemyxoiddy 

“mh 
Ajeqemyxoiddy 


% Alopemyxoiddy 


“ny 
% Ajoyeurxoiddy 





s}0e8uyT 





Ove! ‘yj ‘ony “ray "N ‘s200)) ‘j40da4 uoippuos uUlLDLA) 


sulq Uy 


quNnoUIs oyeuTxolddy 


“31 'O 
“xO 
J0po 44419 
4 'O 

‘ x'O 
JOpo 444IIg 


*ST}A00m 

743}'S Jda0xe “yO 

~“"JOPO [}490 

xO 

‘oO 

‘Oo 

‘oO 

“xO 

rama 
“Suywn3 
poaws oq | 
‘10po 344g | 

x1 °O 


4q 


uwo -lxoidd 


"yueoled 


*ATJAVOM—OTIUI MOTIOA Z 


op 


op 
op 


IJPRH OM Z 
op 


All Avo 
JURY OGM Z 

op 

op 

op 
Al[A0OM—IGRY OIG M Z 
op 
op 


A[jA90M OTFU MOTLIA Z 


op” 


op 


"99 A[aqwul 


Vv 
088 


| O'¢ Ajoqvemm 


“‘M'O | -}xoidd 


40Pp0 a 


v 


ein} 


-s10d me], OpBls po VUisq 


| 

st Ul 
1% Uld 
0% Uld 


On 
op 
op 


. 4 ‘O 
“s0po 4USIIS 
Lt ule 
bi Ud 

g ulg 


‘Oo op 
il « op 
Oo op 


eae + 


(O¢-ST-8) 2 UA 
(0¢-91-8) 9 UE 


oO op 
‘0 op 
‘oO op “"T Ug 
0 op 2 wd 


cans 


ea 4 


‘O | > -ayBy OTL e ug 


4 


On W Li ud 


2 “Ol Ue 


op 


op- 
“STTAGOM 
@All pease 
a} ped 


op 


~* UE 


op 


%‘O op “Ol Ole 
6c ME 
8% Ud 


weg 


‘Oo Op 
0 ’ op 
‘oO op 


‘Oo ee o% Ug 


op ve UI 


op e% Wd 


“op” wz Wig 


OW ol Ug 


uo}IpUuoD uleip) uoI}BoYyIUep] 


‘@) paas y uUlDAss) $)49904 





AND PROCESSING ACTIVITIES OF CCC 


é 


STORAGE 


om 
— 
ve) 
— 


000 ‘00z 
000 ‘002 
000 ‘OF 
000 ‘OF 
000 ‘09 
000 ‘08T 
000 ‘08 
000 ‘09 


Ayordeo 
punod 
eyeunrxosdd y 





Pe ee aa9 
at “ad FMT 

wang 48 Mt 
ree. Lay 8 “m9 
ma ~""" da 2-M-Z 

fe "a I-M-~S 

meee it a peisayur ATpeq 

“ 7 ““"“qa Pas M P 


[inj yue020d | A@OAA OAT’ 
eyemrxoidd y SAve I 


einye 
-l0d ue 


L 


J0po ulq 


0pO 


“4 °O 
2u0l1s 
“sO 
“31 °O 
1 °O 
“3s 'O 
- bh. 
-3'O 


| 91 


i 


£1 
Al 
eT 
efT 
etl 
of I 
P34 | 


- 


ein} 


“SIOW 


GL 


! 
099 3 eS. a 
98 J * oe ‘x10 
off aphiy ~e Op a 
o¥8 ‘ie midi, 2 >. ie) 
oo rans poe op >, | ‘oO 
off | ae 2h ane 
o%8 2 “ey gas | MO 
o89 “-----onnm MOTEL Z | “MO 
| 

- won 

ML eps poyeulls| -spu0g 


ooer ‘ot “Ony “xeyy “N ‘814019 “10da4 UOtItPU0D UIDAH—"OD pIag YP UIV4Z) 8H49qQ0H 


op 
org M 
“OTN 


Uye1£) 


| 





cI ug 


non 
Roynuepy 











STORAGE AND PROCESSING ACTIVITIES OF CCC 161 


The walls and outside of these bins are 11-inch boards with corrugated iron 
nailed on the boards. The heat from the sun is terrific on the inside of these 
bins. The grain is dry and cool when first start to run it, but when the top 
begins to get down to the spout, it is very warm, but dry. There are not enough 
weevils and bran bugs in this grain to make it heat. I recommended that they 
turn this grain and drop it out in the air, which they promised they would do at 
once. This grain was turned the 23 to 27 June. 

I recommended that they treat this grain for weevils. There is no reason, if 
they will do this properly, why the grain cannot go to destination of loading 
orders in good condition. 

Ross Srvuarp. 


GRAIN CONDITION REPORT 


RosBerts GRAIN & SEED Co., 
Portales, N. Mex., August 28, 1950. 


FLAT STORAGE 


Roberts Grain & Seed at Portales have loaded all their grain out but two cars 
and they think they will get them loaded today. 
Ross Stvarp. 
Mr. Worley with Portales Mill. Elevator man had to take his son to hospital 
for operation and no one there to operate elevator. Will go back tomorrow 
(Tuesday). 


Roberts Grain & Seed Co., Quonset Hut, Tewico, N. Mez., August 28, 1950 





Identifi- : Condi- siieniines > . j Temper- 
cation Grain tion Estimated grade TW TD Odor ature | Insects 





1 | Wheat......; O. K. penon O. K. | 


. 3 BB 
O. K. |--- “| |--------| O. EK. 1LW 
O. K. 0 ; ae ef TS 
oO 3 . . dhocat . 0. 

oO. K f ne ‘ oO. 

| & Eh. oa i ES | oO. 
O. K. |. <a | O. 


oO. 


This building about two-thirds full, contains some weevil cut grain, don’t 
believe there is enough to grade it down. 

His elevator man is in Dallas and no one here to operate the elevator. Will 
get this elevator Wednesday, said he would be back ready to go Wednesday 
morning. 

Ross StTuarp. 
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All these bins that grade sour can be helped and possible grade 1 of the 
numerical grades if dropped out in the open air into one of their pits. The 
sour odor is a strong to very strong weevil odor. Therefore, it is sour, per 
ruling of B. of R. I recommended that they drop this grain into pit and after 


elevating, treat same and in about 10 days repeat. 
Ross SrTvuArb. 





SEPTEMBER 7, 1950. 
Mr. Ear Cox, 
Commodity Credit Corporation, 
Dallas, Tez. 

Dear Str: Your grain examiner has been at our Clovis elevator examining our 
milo and kaffir and he came back a few days ago and examined the wheat. He 
says the wheat has already deteriorated in grade to where it is sample grade 
on account of heat damage. We have run this wheat several times last fall, 
spring and several times this summer, but we were unable to keep it in condition. 

Please refer to our letters last May and June telling you that this wheat was 
going out of condition and requesting shipping orders on same. 

Now that it is out of condition, we presume that under section 16 of the uniform 
grain storage agreement that we can request this grain to be shipped to avoid 
further grade discounts. 

Thanking you, we are, 

Sincerely, 
Rorerts Seep Co, 
By M. C. Roperts. 


P. S. This wheat is at our Clovis elevator and there is approximately 30,000 
bushels. 





SEPTEMBER 7, 1950. 
GEORGE CUNNINGHAM, 
Commodity Credit Corp.., 
Dallas, Tez. 

Dear Str: Your grain examiner has been at our Clovis elevator examining 
our milo and kaffir and he came back a few days ago and examined the wheat. 
He says the wheat has already deteriorated in grade to where it is sample grade 
on account of heat damage. We have run this wheat several times last fall, 
spring. and several times this summer but we were unable to keep it in condition. 

Please refer to our letters last May and June telling you that this wheat 
was going out of condition and requesting shipping orders on same. 

Now that it is out of condition, we presume that under section 16 of the 
uniform grain storage agreement that we can bequest this grain to be shipped 
to avoid further grade discounts. 

Thanking you we are 

Sincerely, 
Roserts Seep Co., 
By M. C. Roperts. 


P. S. This wheat is at our Clovis elevator and there is approximately 30,000 
bushels. ‘ 





UntrTep STATes DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION COMMODITY OFFICE, 
Dallas, Ter., June 16. 


SHIPPING OR LOADING ORDER INSTRUCTIONS 


Roberts Seed Co., Portales, N. Mex.; Hq: Texico, N. Mex. 
Date: June 15, 1950 

Loading order No. DW-9—20304 

Purchase contract or stock transfer No.: 

Commodity : Wheat 


Miscel- 
laneous 


‘lass and Test 
grade weight 


}— —- —— |§ $$ | —______} 


Protein | Moisture 

















| 
Bushels | 


i 
| 
Warehouse receipts enclosed, as de- | 
scribed by attached list totaling -. 

| 


37,028.95; 2HW 59.9 |_. iin SE. Se Soe 
2HW a ae - 
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Ship as indicated. 

Issue balance warehouse receipts and return immediately. 

Shipment to be made immediately. Storage for account of CCC shall stop at 
midnight June 28, 1950, or date of actual loading, whichever is earlier. 

Settlement basis: Lubbock grades—destination weights. 


TRANSPORTATION BILIANG [INSTRUCTIONS 


Use only straight (open) bills of lading, and consign to: Commodity Credit 
Corporation, care of Houston Public Elevator. Destination: Houston, Tex. 
Ship freight collect. Permit No—. Rate: Flat. Route: P&SF—GCSF. 
Show complete reference to transit billing applied on bill of lading or attach 
copy of transit shipping directions 
Special instructions: 
Show on bill of lading “For export” 
Show on bill of lading “Cars loaded to full space capacity” 
Stop for inspection at Lubbock, Tex., and release 
ComMopiry CreEpIT CORPORATION. 
ALLOCATION AND SHIPPING SECTION. 


Certified true copy : 
Apert I. Eaps. 


GENERAL INSTRUCTIONS 


For bulk grain shipments 

1. An original and one copy of all bills of lading executed for each day's 
loading must be forwarded each day to Commodity Credit Corporation, Trans- 
portation and Warehousing Division, Room 218, 1114 Commerce Street, Dallas 2, 
Tex., together with original and one copy of DL-382, notice of shipment, duly 
signed where required. 

2. Terminals and subterminals must include with the above: Form 229, inven- 
tory reduction, in duplicate together with original and two copies of such weight, 
inspection, and protein certificates as may be issued in connection with the 
movements. 

3. If there is any doubt as to the condition of the grain to be shipped and 
applied against this order, do not load but contact the Grain Division, PMA 
Office, Commodity Credit Corporation, Dallas, Riverside, Extension 764, for fur- 
ther instructions. 

For all shipments 


4, Bills of lading must show: 

A. Shipping or loading order number. 

B. Purchase contract number, if required by shipping instructions. 

C. Permit number, if required by shipping instructions. 

D. “For export,” if required by shipping instructions. 

BE. “For inspection and release,’ and point of inspection, if required by 
shipping instructions. 

F. If clean-up car. 

G. “Destination agent collect freight from CCC, Dallas, Tex.,” if shipment 
is collect. 

H. “Property of United States Government.” 

5. Load cars to full visible capacity, but do not overload. Do not ship less 
than a carload lot without permission from this office. 

6. If shipment is prepaid, instruct carrier to forward original and four copies 
of freight bills to Commodity Credit Corporation, Room 218, 1114 Commerce 
Street, Dallas 2, Tex., for payment. 

7. If you experience difficulty in obtaining an adequate supply of cars to 
effect shipment of this order, furnish copies of such orders together with written 
advice as to the difficulties encountered, to Commodity Credit Corporation, Room 
218, 1114 Commerce Street, Dallas 2, Tex., prior to the expiration date for 


shipment. 
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COMMOOTT 
cORPORATC ON oun “ 
end U. S$. DEPARTMENT OF AGRICULTURE 
PRODUCTION AND MARKETING perme & 
COMMODITY CREDIT CORPORATTON 


Shipping Instructions and Loeding Order 
SEPT 12 1950 


ORE 





ROBERTS SEED COMPANY 
TEXICO, NEW MEXICO 


onip FROM 


ROBERTS SEED COMPANY 


LOCATION 
CLOVIS, NEW MEXICO 


ROUTE 





LOADING ORDER NO. 
Di O—291 


PURCHASE CONTRACT. SALE 


| Hird Basta o— 


OR STOCK TRANSFER NO 


AGS File _ 


PERMiT NO | Rare 


USE STRAIGHT COMMERCIAL eu or yo owt ye CONSIGN 
TO COMMODITY CREDIT CORPORATION CARE 


CCC, FT. WORTH, TEX. FOR INSPECTION & 
RELEASE 


SHIP FREIGHT COLLECT—insert on Bill of Loding statement, “This shipment 
is the property of. and the freight charges ore assumed by, The United 
Stotes Government (CCC). All line-hewl and occessoric!l charges occrving 
prior to errivel of destination and including accessorial cherges prior to ex- 
piration of free time will be poid by the PMA Commodity Office ot 


—DALIAS, TEMAS 





couuoTtY coon 
COMMODITY CODE eusneye 
— i —----- a 
WAREHOUSE RECEIPTS ENCLOSED AS OES 
| 29,234.22 


CRIBED BY ATTACHED LIST TOTALING 
} 


FARM STORED DELIVERIES TOTALING 


SHIP AS INDICATED 


§SBUE BALANCE WAREHOUSE RECEIPT 
AND RETURN TO THIS OFFICE PROMPTLY 
—— oS 


SHIPMENT TO BE MADE 


IATELY roam ik 


STLEMENT 2.815 @- # ~~ 


GRADE AND 





| kn ‘a 





- 
vee PROTE! 

| wei our | 
= . } » 


| S76 


cLAss | MOISTURE 


~ ee | 


EEE — ———— 


STORAGE CHARGES FOR ACCOUNT OF COMMODITY CREDIT CORPORATION SHALL STOP 


MIONIGHT _3.9/33/50— 


OR OaTE oF ACTUAL LOADING, WHICHEVER 16 EARLIER 





IMPORTANT 


1. DO NOT HOLD BILLS OF LADING unt LOADING ORDER IS COMPLETED. 
The following most ded to Commodity Credit Corporo 
tien (CCC) each dey shipments ore mode 
A. Origine! end 2 copies of CCC Form 4! 

&. Origine! end 2 copies of Bills of Loding for each cor shipped os listed 
on CCC Form 41 

C. Forms CCC 229, CCC 234 ond Weight, Inspection ond Protein Cortift 
cotes os moy be issved in connection with shipments 





~ 


Bills of Loding must show 

A. Your Firm os shipper. Sign Bill of Loading occordingly 

B. Leeding Order No 

C. Complete reference to trensit billing opplied. or oftech copy ef tronsit 
billing instructions 

D. Permit number, if required by shipping instructions 

& “for Expert” or “for Storage, 
For inspection ond releose oF inspection ond forwarding in etcordunce 
with shipping instrections 

G. 1 Clean-Up car, so state. 


es required by shipping instructions 


3. teed cores to full visible copecity but do sot overioed. Additions! cost 
incurred by CCC becavse of overloading o- felling to lood to minimve of 
cor ordered will be charged to the shipper 


4. Wf yow connect obtain cors in svficien! volume to complete shipment of this 
order in the time alloted, 1) will be secestory thet you svbmit @ written 
statement showing date and number of cor: ordered from eoch corrier, 
Gore and nsmber received. and date ond number looded for all porties, 
while this order wos ovtstending. Copies of cor orders must eccompony 
this statement. Considerction then will be given to extending the stop- 
storoge date if conditions cited jvstity 


SPECIAL INSTRUCTIONS 


IF THESE LOADING ORDERS ARE NOT CARRIED 
OUT SPECIFICALLY, ANY CHARGES RESULTING 
FROM A DEVIATION THEREFROM WILL BE AT 

TOUR OWN EXPENSE. 


THIS ORDER IS FoR 19h9 WHEAT ONLY. DO 
WOT SHIP NEW WHEAT (1950) UNDER ANY 
CIRCUMSTANCES 


. 


IN VIEW OF PRESENT CAR, SHORTAGE, AS 
HEAVY LOADING AS PRACTICABLE 18 
SUGGESTED 




















Rie 0 bovenmwent pecmr ime OFM CE— 1980 — POTDES 


2 


Senator Ture, Has Mr. Cotter put in the record all the facts that 


he has? 
Mr. Correr. No, we haven’t. 


We looked into this case and we 


didn’t see anything in it which warranted making it a subject of this 


hearing today. 


20554~—-52—pt. 112 
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Senator Ture. In other words, your preliminary investigation and 
inspection of this particular account did. not lead you to believe it was 
worthy to be brought in? 

Mr. Correr. We started to investigate it on the basis of Senator 
Anderson’s statement the other day that there was a million dollars 
shortage in this case. We found it was only a million pounds, The 
boys got the facts and we have put them together. I do not know 
what the story is. It didn’t seem important to us in relation to some 
of these other matters at this time. 

(Discussion off the record.) 

The CuarrmaNn. Back on the record. 

What is your next case? 

Mr. Wurre. The next one I have on this list is W. B. Johnson Grain 
Co., Alva, Okla. The notation I have is that they were 27 bushels 
short. 

Senator ANperson. 27 bushels? 

Mr. Wurre. Yes, sir. This was a report made to us by the Dallas 
PMA audit office, and the explanation here says: 

No indication of conversion. Quantity short insignificant. Unless further in- 
formation developed, do not plan to ask for C. and I. investigation. 


That is carrying it pretty far. 

Senator ANDERSON. t would think so—27 bushels. 

Senator Hotianp. In other words, that one, which is one of the 
20-odd cases on our list, is an insignificant case in fact? 

Mr. Wurre. Yes. 

I would say that is a good example of a case that at one time we sus- 
pected and at a later date proved to be nothing to it. 

Senator Arken. How much did he store? 

Mr. Wurre. I don’t know, probably three or four hundred thou- 
sand bushels. 

Senator ArkeN. I was wondering where you had the imagination to 
suspect a shortage where it was 27 bushels short. 

Mr. Wuirre. Because the PMA audit made an inspection and, ac- 
cording to their figures, it was short, although it is true they were 
short 27 bushels according to their figure. 

Senator Arxen. That fellow could find a needle in a haystock. 

Mr. Wuire. There are some more like that. The Hobbs Grain Co. 
That may not be on the list. That is in New Mexico. They were 
134 hundredweight short. But we reported them as short because 
PMA audit reported them short. There is the same notation: “No 
case of conversion,” and so on. 

Senator Hotianp. Is that last company one of the companies on 
your list, Hobbs? 

Mr. Wurre. I don’t believe it is, but that is an example. 

Senator Hottanp. That really doesn’t belong in this situation at all. 

Mr. Wurre. I wouldn’t know. 

Senator ANperson. You were asked about the names on your list. 

The Cuarrman. That is what I thought he was reading from. 

Mr. Wuirte. I am looking at this list. 

The Cuarrman. The 23 cases we wanted details on were the ones 
on this list. 

Mr. Wurre. I am doing my best. I think that is all that were on 
this list that I have on my list, which is my list right at the moment 
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where I say I am pretty sure they weren’t short. The rest of them 
I am not prepared to say. 

Senator Kem. How many is that that you say should probably be 
removed from the list? 

Mr. Wuire. From this list here? 

Senator Kem. Yes. 

Mr. Wurre. The one that we were talking about ? 

Senator Kem. Yes. 

Mr. Wuire. Senator, I wouldn’t know how to answer that. I would 
say that of this list it is my opinion that probably not over four of 
them are real conversion cases, based on the information that I have. 

Senator Kem. Four out of the whole twenty-three ? 

Mr. Wuire. Yes, sir. Real conversion cases, not shortage cases. 

Senator Kem. Not what? 

Mr. Wuire. Not shortage cases. There is a distinction in my mind 
between a shortage case and a conversion case. 

Senator Kem. Just what is that distinction ¢ 

Mr. Wurre. A conversion case in my mind is a case where the 
fellow has used our grain, misappropriated it in some way. I divide 
conversion into two groups. One of them is willful and one inad- 
vertent. The willful conversion case, of course, is, in my opinion, the 
case that we are all looking for. The inadvertent conversion case 
sala be a case—and I think we have two of them—when they get 
into court there will be this type of defense, that the grain was con- 
verted, but it was not done with the knowledge of the operator of the 
elevator. To some extent, it would be a defense against a criminal 
charge against the operator. 

Then in the case of shortages, a-shortage could be where there is 
a qualitative deficiency. In other words, the grain has deteriorated. 
You give a man a loading order for all grain and he doesn’t ship it 
all out. He is short. But, when you check into it, you find it is 
deterioration rather than conversion. 

That is a good example of what I mean by a shortage case. 

Senator Hottanp. You mean that he didn’t have enough grain of 
the same quality as the grain that was delivered to him to ship? 

Mr. Wurre. Yes. 

Senator Kem. Because the grain he had ready to ship was not of 
that quality, but of a deterior: ated quality ¢ 

Mr. Wuire. It could have been that, or it could have been that it 
deteriorated 3 months before that. 

For example, I think we have instances where a leak in the roof 
resulted in grain getting wet and was spoiled. I think there were 
300 bushels, as I recall, in this particular example. They had to de- 
stroy that because it had gotten heated, and it was unfit to keep in the 
warehouse. 

Senator Hotitanp. They didn’t still have it, but they had a showing 
that it had deteriorated and had to be destroyed ¢ 

Mr. Wurre. Right. 

Senator Kem. Your testimony is that you know of only four con- 
version cases, as you have defined conversion in your testimony ? 

Mr. Wurre. No, sir; on this list. 

Senator Kem. But you know of others that are not on this list. 

Mr. Wurre. Let’s start over again on that one. I know of four 
cases which I think are conversions. I know of three other cases 
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which I am pretty sure are conversions in my own mind. I know of 
three others which I think are conversions. 

Senator Kem. That will be seven. How many are willful? 

Mr. Wurre. Let me get through here. There are two other in- 
stances of shortages which I think are conversions. So that would be 
a total of nine. 

Senator Kem. How many are willful and how many inadvertent? 

Mr. Wurre. I wouldn't want to answer that question, because I 
do not know. 

Senator Kem. Will you give us the list of nine that you consider 
conversion cases ¢ 

Mr. Wurrr. Yes; but now you got me right back to naming people 
who may or may not be guilty, you understand. 

Senator Kem. You are giving your opinion of it. 

Mr. Wurre. I was giving you my opinion on cases. 

Senator Kem. Give us the list of nine that you think have been 
guilty of conversion. 

Mr. Wurrt. I hate to do that. 

The Cuairman. Proceed, if you know. If you do not know, say 
so. 

Mr. Wuirtr. I do not know. It is what I think, not what I know. I 
will give it to you privately. It is not that I want to hold it back. 

Senator Kem. Of course, this is public business. I have no private 
interest init. I am a public official. 

Mr. Wuirre. You are just asking me what I think. 

Senator Ture. Might we ask what leads you to this thinking? 

Mr. Wuire. Just the general circumstances surrounding the case. 
Shannon Elevator, E. & S. Elevator, Meekins—those have already had 
legal action taken against them. 

Senator Youne. In all these cases are the bonds sufficient to cover 
Government losses ? 

Mr. Wurre. No, sir. 

Senator Younea. If the bonds were sufficient, there wouldn’t be any 
loss? 

Mr. Wurrte. I do not think so. I do not see how there could be. 

Senator YouneG. It is mostly a case of not requiring proper bonding 
and financial responsibility. We would get away from most of this 
trouble if we pon correct it in that simple manner. 

Mr. Wurrr. I think so. 

The Cuarrman. Do you have the Shannon Elevator case of Sudan, 
Tex., listed as one you think is a conversion case ? 

Mr. Wuire. Yes, sir. 

The Cuarrman. The GAO report has mentioned it as a known con- 
version case. 

How about the E. & S. bonded warehouse, San Antonio? 

Mr. Wurre. I think they are converters. 

The Cuarrman. GAO thinks so. 

Henderson Grain & Storage, Farwell, Tex. 

Mr. Wurre. I think so. 

The Cuamman. Plains Grain & Storage, Pantex, Tex. 

Mr. Wurre. I think so. 

The Cuatrman. Hollenstein Brothers Elevator, Umbarger, Tex. 

Mr. Wurre. I know so little about that case. 

The Cuarrman. Do you have any opinion on that? 
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Mr. Wurre. I wouldn’t want to say. 

The Cuarrman. H. J. Hughes Grain Co., Panhandle, Tex. 

Mr. Wurre. I know so little about that one, I wouldn’t want to say. 
The Cuarrman. The Everetts Grain Co., Vega, Tex. 

Mr. Wuire, I think that is a conversion case. Whether or not it is 
willful, I wouldn’t know. 

The Cuarrmman. Those were all listed on the GAO report as admitted 
or known conversion cases. 

Are there any others in the list you just mentioned where you could 
say yes or no, or give a qualified answer, as to whether they are ad- 
mitted conversion cases / 

Mr. Wuire. No. That is as far as I can go. 

Senator Kem. Were you asked about the Meekins warehouses in 
Corpus Christi ? 

Mr. Wurre. I think so. I think it is. 

Senator Kem. How about Shannon Elevator Co., Sudan, Tex.? 

Mr. Wuirre. I have already answered on that one. 

Senator Kem. The Great West Mills, Fort Worth, Tex. ? 

Mr. Wuirr. I wouldn’t want to say on that, because I do not know 
enough about it. 

Senator Arken. When did the Meekins case first become known 
publicly? When was it first carried over the press or the radio! 

Mr. Wurre. I don’t know. 

Senator Arkren. Wasn't it some time before you reported it to the 
Washington office ? 

Mr. Wurre. No, sir. 

Senator Anperson. It was known to you in February of 1951. 

Mr. Wurre. It was known to Mr. Solomon and to me, I guess on 
the same date, on February 23, 1951. 

Mr. Soromon. Yes. 

Mr. Wuire. That was the case where we said an employee came in 
and reported it. We referred the man right then, within 30 minutes, 
to our C. and I. office, and he was talking to them. 

Senator Arken. Hadn’t it been carried by the press or the radio 
before he came to see you ? 

Mr. Wurre. I don’t think it had. 

Mr. Sotomon. To my knowledge, it had not. 

Senator Arken. Was there some action taken against him by pri- 
vate grain operators that he was storing for before he came to see you? 

Mr. Sotomon. No, sir. 

Senator Arken. You don’t know of any such action? 

Mr. Soromon. Not to my knowledge. 

Senator Kem. Except to turn it over to the C. and L., you made no 
report to the Washington office ? 

Mr. Wurrr. Yes, sir; we did report it to the Washington office. 

Senator Kem. When did you do that? 

Mr. Wurre. Almost immediately. 

Senator Kem. How many of these others did you report to the 
Washington office ? 

Mr. Wurre. I guess you would say that we reported all of them, 
Senator. 

Senator Kem. With reasonable promptness ? 

Mr. Wuire. Yes, sir. One thing I didn’t get to finish a minute ago 
was that, when we turned them over to C. and I., they reported them 
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to their Washington office. The system is that their Washington office 
will report them to Mr. Kruse’s office. 

a Arkxen. Then you do not report directly to Mr. Kruse’s 
office. 

Mr. Wurre. Sometimes we do and sometimes we do not. There 
are no instructions out which say we have to report directly to Mr. 
Kruse on those things. 

Senator Kem. Do you happen to know whether the C. and I. office 
in Dallas reported promptly to Washington ? 

Mr. Wurre. No, { imagine they did, however. 

— Sotomon. I have copies of a lot of reports, and I know they 
did. 

Senator Anperson. Actually, the attorney from Mr. Meekins came 
to your office in Dallas and asked for a settlement with you, did he 
not ¢ 

Mr. Wurre. That was a long time later. 

Senator Anperson. How long later? 

Mr. Wuirre. Harry, do you have any idea when we settled with 
Meekins? 

Senator Anperson. I am not talking about the settlement. 

Mr. Wurre. Three or four months. 

: Senator Anperson. You didn’t sign a settlement until 6 months 
ater. 

Mr. Wurre. That is correct. 

Senator Anprerson. Was there anything in the paper during that 
period about a loss ? 

Mr. Wurrr. I don’t recall. 

Senator Anverson. Was there anything in the paper at any time 
until the GAO got into it? 

Mr. Soromon. I don’t recall any until they got in it. No legal 
action had been taken. That is the reason for it. 

Senator Anperson. None was contemplated, was it ? 

Mr. Sotomon. It sure was. 

Senator Anprerson. By whom? 

Mr. Sotomon. It was by Mr. White and I. 

Senator Anperson. You are not the ones to take it. 

Mr. Soromon. We certainly intended to recommend it. That is 
what I meant. 

Senator Anperson. Did you recommend it? 

Mr. Wurre. We recommended it in September. 

Senator Ture. Of what year? 

Mr. Wuirte. 1951. 

Senator Ture. September of 1951? 

Mr. Wuire. As a matter of fact, that is based on a letter I wrote 
to our Solicitor’s Office after several weeks of negotiations on the 
thing. I was trying to bring the thing to a head. As a matter of 
fact, Harry, I think that you sent a wire in to the Solicitor’s Office 
or Mr. Kruse’s office—a wire or memorandum—early in the game on 
that particular case, in which we recommended criminal action, but 
we do not have a copy of that. 

Mr. Correr. We have a date on that of May 7, 1951. 

Mr. Wuirr. Is that a wire? 

Mr. Correr. We have it classified under referred case to regional 
attorney. That is whom you are talking about, isn’t it ? 
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Mr. Wurre. I think that was a letter that I sent to the regional 
attorney, but I think we sent a wire or a memorandum 

Senator ANperson. You would have no difficulty getting it, would 
you, if you wanted it, out of the office? You are out of the office, but 
you can go back and ask for something if you wanted it, couldn’t you ¢ 

Mr. Wurre. I can ask for it, but I do not know whether I will get it. 
Since I am not there, it may be a little difficult. 

The Cuatrman. Mr. White, if you will tell me what you want, and 
if it is there, I will do all I can to obtain it. 

Mr. Wuirr. It is not that I want it. The Committee may want it. 

The CHairman. If you think it is important and you think it is 
there, let me know, and I will try to get it. 

Senator ANprrson. Has there recently been issued an order in the 
Dallas Office that closes the door to you to find material ¢ 

Mr. Wuirte. Yes, sir. 

Senator ANpERsoN. When was it issued ? 

Mr. Wuire. Last week. 

The CHarrman. You mean for you personally to go there? 

Mr. Wuire. Yes. To seek information. 

Actually the memorandum, as 1 understand it, says that no informa- 
tion is to be given to unauthorized persons, and the verbal information 
is that that means Solomon and me in particular. 

Senator Aiken. Would such an order interfere with your preparing 
your testimony to give before this Committee in any way? 

Mr. Wuirre. It would, if you asked me for something I didn’t have. 

Senator ArkeN. You couldn’t get it for us, then? 

Mr. Wurre. No, sir. 

Senator A1rkeNn. You have been denied access to the files ? 

Mr. Wurtrr. Well, in effect. I have never been denied access to the 
extent that I have asked for access and it has been denied to me. 

The CuatrmMan. Have you attempted to obtain information ¢ 

Mr. Wuire. The only information I tried to obtain that I couldn't 
get was that I asked for copies of the PMA audit reports that formed 
the basis, according to Mr. Kruse, for Mr. Brannan’s charges against 
us for inefficiency, and I asked that of Mr. Mosley. He referred my 
request to the PMA audit office. They wrote me back and said that, 
on account of the Departmental Regulation XYZ or something, they 
weren't allowed to give it to us. 

Senator Hottanp. Do you have that letter? 

Mr. Wuire. I think so. 

Senator ArKEN. Do you have some Government records with you 
today ? 

Mr. Wuire. I have some of my records. 

Senator Arken. They are your records; they are not public 
records ¢ 

Mr. Wurre. They were records I had when [ was down there. 

Senator Hottanp. Will you supply for the record 

Senator Arxen. What records do you have today? Duplicates 
or what? 

Mr. Wuire. They would be duplicates. 

Senator Arken. And the files still contain the same records which 
you have here today ? 

Mr. Wuirte. Yes. This list I am reading from is from the records, 
but it is not the file copy. 
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Senator Arken. It is not the file copy. You have no file copies of 
any kind with you? 

Mr. Wurrr. ‘No, sir. 

Mr. Soromon. What we have here today is mostly replies we made 
to Mr. Brannan’s charges against us. at is why we cannot give 
a lot of information. 

Senator ANperson. But you have made a charge here that we need 
to find out about. You have said in May or so you sent a telegram in 
with respect to this Meekins case. You say you sent it to Mr. Kruse. 
You either did or did not. 

Mr. Wurre. Mr. Anderson, I' said I think we did. 

Senator ANperson. I recognize you qualified it. 

Mr. Wurre. If you are interested in it, I do not see why it couldn’t 
be found whether I did. 

Senator ANperson. Could you find it? 

Mr. Wuirte. I think the Committee should ask for it. 

The Cuatrman. Senator Holland. 

Senator Hotuanp. Mr. Chairman, [ would like to ask that the wit- 
ness be instructed to present to the Committee for this record the 
letter to which he referred, received by him, denying him access to 
certain information. 

The Cuamman. I thought you said it was a memorandum, without 
naming you. 

Mr. Wutre. There are two different things. One thing was the 
general situation. 

Senator Hotianp. I am speaking of the letter. 

Mr. Wuire. That was the letter where I asked for copies of the 
PMA audit reports which I felt I needed. 

Senator Hotianp. And the letter back to you was from whom? 

Mr. Wuire. Mr. Rounsaville, PMA Office of Audit. 

Senator Hottanp. I would like the witness instructed to submit 
that letter to supplement his testimony. 

(See exhibit No. 14.) 

The CuammaNn. Have you that with you? 

Mr. Wurrr. Can I present it to you later? 

The Cuarmman. You can present it at the next meeting. 

Senator Anperson. Could we ask for any telegrams that there may 
be in the files of the Department as to this? 

The Cuatmrman. I am sure that we can obtain them through our 
investigators here. If any Senator will indicate any copies at die 
ments he desires, I am satisfied that our investigators can easily obtain 
them. 

Senator Anperson. Here is some statement that he thinks he sent 
a telegram to Mr. Kruse. 

Mr. Wurre. Or a memorandum to Kruse or to the Solicitor’s Office. 

The CuatmrmMan. With reference to what? 

Senator ANprrsoN. With reference to the Meekins case. 

Mr. Sotomon. It could have been addressed to the grain branch. 

Senator Anperson. All I am asking is to look to see if there is such 
a memorandum to the grain branch or the Solicitor with reference 
to the Meekins case. 

The CuarrMan. Will you make a note of that? 

Senator ANperson. The Meekins case was a pretty large case. It 
was handled in what I thought was a sloppy fashion. A settlement 
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running into several hundred thousand dollars was made. The man 
himself is under the impression, when he paid the money, he got abso- 
lution from any criminal prosecution. If he did, that is one thing. 
If he didn’t, that is another thing. 

The Cuarrman. Since that case has gained such prominence, I be- 
lieve we ought to get the whole file with respect to it. I will so in- 
struct our investigators to obtain the copies of it. 

Senator Hoituanp. The letter to which I referred is a letter that 
would have replied to a request from Mr. White addressed to Mr. A. 
F. Rounsaville, Assistant Chief Auditor, Office of Audit, PMA, 508 
United States Terminal Annex, Dallas 2, Tex., under date of Febru- 
ary 8, 1952. It is the reply to that letter which I feel should be sup- 
phed for the record. 

(See exhibit No. 14.) 

Senator ANperson. I want to state for the record that I do not 
know all the folks over there. I know Judge Hunter and Ed Shulman 
in the Solicitor’s office. If either one of them had gotten a telegram 
or memorandum saying, “We have a large embezzlement case running 
into several hundred thousand dollars, what do you suggest we do 
with it,” they would have done something pretty rapidly. It must 
have gone somewhere else, or either one of those men would have 
moved at once. 

The CuairmMan. Could copies of the telegram be found in your of- 
fice, Mr. White, if we sent for it? 

Mr. Wuire. Possibly. They should be. 

The Cuairman. They should be in Meekins’ file? 

Mr. Wurre. I do not know what file they should be in. In that con- 
nection, I would like to ask for your investigators to ask my former 
secretary to find it. If anybody can find it, she can. 

Mr. Sotomon. I dictated a report. It was a teletype. I dictated 
that and it went out under Mr. White’s name. 

The Cuatrman. I presume that our investigators can find that with 
all those leads. 

Mr. Wurre. If you are trying to develop, Mr. Anderson, whether 
or not we recommended action on that case, I think there is a letter 
I gave to your investigative staff that is plenty early, before any 
settlement was made, that will be quite conclusive on that subject. 

Senator Anperson. I would like to see what it is. I think $200,000 
or $300,000 is a lot of money for a man to be short, to put it in the 
kindest language, and the fact that he had relatives who stepped 
to the front and paid for him shouldn’t absolve him from punish- 
ment. I want to know what you did about it. 

Mr. Wurrr. I furnished your investigative staff with a copy of a 
letter dated August 10, 1951, to Mr. Farrell, Mr. William F. Farrell, 
regional attorney, Office of the Solicitor, Dallas. It was from me. 
The subject was: Lewis Meekins’ Warehouses in the Corpus Christi 
Area. 

Senator ANperson. Let’s read it into the record. 

Mr. Correr. Let’s make an exhibit of it. It is five pages. 

Mr. Wurre. May I read the last paragraph ¢ 

In addition to the above request, that such legal action as is necessary be 
taken immediately to recover what Meekins owes CCC, it is also requested that, 
either immediately or as soon as the information is available (if it is not pres- 
ently available), the Meekins case be referred to the proper agency of the Fed- 
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eral Government to determine whether or not any criminal action should be 
taken against Meekins, and, if the facts so warrant, that such criminal action 
against Meekins be taken. 


Senator Anperson. I would like to suggest that we ask Mr. Farrel! 
to submit to us, if he isn’t coming here to testify, what he did in 
response to that letter of August 10—whatever the date is. 

The CHarmman. We will have our investigator consult with Mr. 
Farrell. That letter will be printed in the record at this point. 

(The letter referred to follows :) 


Exnursit No. 9 


Com™MopitTy OFFfice, 
Dallas, Tex., August 10, 1951. 


To: William F. Farrell, Regional Attorney, Office of the Solicitor, Dallas. 
From: Latham White, Director, PMA Commodity Office, Dallas. 
Subject: Lewis Meekins Warehouses in the Corpus Christi area. 

You will recall on the above-mentioned case that quite a number of weeks 
ago we received information from a former employee of Meekins that Meekins 
had been selling Commodity Credit grain placed in his warehouse for storage. 
Subsequent to that time we asked the PMA-C. and I. Office here in Dallas to 
check into the matter. At the same time we gave loading instructions to 
Meekins for the CCC grain. 

Based on measurements made by members of our grain staff, the result of 
the load-out operations, investigations of the ’C. and IL., and admissions from 
Meekins (both orally and in writing), it developed that Meekins was actually 
short on not only Commodity Credit grain but grain placed in his hands by 
others for storage. His books were in such condition that the preliminary 
investigations by C. and I. did not disclose the actual amount of shortage or 
his total assets. And although C. and I. is now and has been for several weeks 
in the process of auditing his books, they are not yet in a position to tell us 
the exact amount of grain that was put into Meekins’ houses for storage and 
by whom, the exact amount of shortage for each of the depositors of grain, and 
to whom Meekins sold CCC grain, nor the total assets and total liabilities of 
Meekins. Based on preliminary information that has been furnished us by 
C-: and L, the following appears to be substantially correct : 


Pounds 
1. (a) Total amount of grain deposited in Meekins’ houses in the 
OC re I ctl creme 38, 769, 965 
(b) Total amount of grain deposited in Meekins’ houses in the 
Corpus Christi ates ty eters... . 2.5 Lc. 4, 975, 581 
(c) Total amount of grain for Meekins to account for__________- 43, 745, 546 
2. (a) Total amount of grain shipped to CCC by Meekins______-__- 34, 275, 098 
(b) Total amount of grain belonging to others shipped out by 
a ae SY STR OE ee ae Or ee Pere None 


(c) Total amount of grain estimated to now be in Meekins’ houses. 1, 037, 845 


(d) Total amount shipped out against warehouse receipts and/or 
mot th Meena’ Wem a Sh ee a ek 35, 312, 943 


It would appear from the above that there is a total shortage of approximately 
8,432,603 pounds of grain in the Meekins’ houses. Because it has not been 
established which of the warehouse-receipt holders should get the remaining 
1,037,845 pounds of grain in Meekins’ houses, the shortage of CCC grain at this 
time must be computed by subtracting the total amount of grain shipped to 
CCC by Meekins from the total amount of grain covered by warehouse receipts 
issued CCC by Meekins. The difference between these (or the shortage of 
CCC grain at this time) is therefore 4,494,867 pounds.’ 





1 The 4,494,867 pounds’ shortage of CCC grain includes 1,729.916 pounds, undershinment 
by Meekins on shipping orders issued by CCC, plus warehouse receipts in the hands of CCC 
for 2,764,951 pounds, against which no shipments were made. 
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Based on preliminary information furnished to me by PMA-C. and I., Meekins 
shows (exclusive of his half interest in the Hicks-Meekins Fort Worth and 
Georgetown properties) total assets of $346,916.80. (See attached list of assets.) 
He also shows total liabilities of $362,222.89. If it is assumed that his assets 
can be liquidated for the amounts stated by him, and that his liabilities are no 
greater than stated by him, his net worth is minus $15,306, approximately. 

I understand that from the legal standpoint the value of any grain he is short 
should be computed by multiplying the total number of pounds short by the 
highest market value of the grain between the dates of conversion and the date 
of settlement. Since the PMA-C. and I. Office has not been able to furnish us 
with the dates of conversion, we are not in a position to state definitely the legal 
value of the grain. However, C. and I. does say that the conversion started in 
approximately September 1949. Our grain department advises that the highest 
market price of No. 2 Yellow Milo between that date and the present time is 
$0.02695 per pound. Using this price per pound and multiplying it by the differ- 
ence in pounds between the total pounds covered by the warehouse receipts issued 
by Meekins to us, and the total amount of grain shipped to us by Meekins to date, 
we would have the following: 4,494,867 pounds multiplied by $0.02695 equals 
$121,136.67. 

At this time, therefore, our best estimate of the dollar value of the CCC shortage 
is $121,136.67, plus $36,905.31 penalty charges on transit tonnage, making a total 
claim by CCC of $158,041.98. 

You will also recall that there have been a number of conferences between 
the creditors of Meekins, and Meekins and his lawyers, the main purpose of 
which was to draw up a voluntary trustee agreement whereby Meekins would 
turn over all his assets to a trustee mutually agreeable to himself and his 
creditors, the said trustee to proceed to liquidate his properties to the extent 
necessary to pay off his creditors. These meetings started some time ago. 
Several have been held, but to date neither the trustee agreement nor the 
trustee has been agreed upon. And Meekins, from a legal standpoint, is still 
in possession of all his assets and operating his properties. In these trustee 
agreement meetings, the following points, among others, were developed: 

1. It will be necessary for the trustee to determine who are legitimate creditors 
of Meekins, including those who deposited grain with him and who thereby 
have a claim on the grain he still has left, together with the determination 
not only that the claim is legitimate but the total amount of each claim. 

2. The very real possibility that a trustee cannot be secured to serve who 
would be agreeable to all the creditors involved. 

3. That under the trustee agreement any creditor who becomes dissatisfied 
with the manner in which the trustee agreement is being carried out can, at any 
time during the term of the trustee agreement, bring suit against the trustee 
to protect his rights. 

In connection with number one above, we have received information which 
leads us to doubt that Mr. J. BE. Garrett actually has a claim against any of 
the grain in Meekins’ houses. This information is being checked by C. and L., 
but they will probably not have conclusive information until after they com- 
plete their final audit of Meekins’ accounts. It is by understanding that Mr. 
Garrett, who sat in on the creditors’ meetings and who was included in the 
proposed trustee agreement as being a holder of warehouse receipts from Meek- 
ins for 2,446,169 pounds of grain, actually did not deposit any grain with 
Meekins but acquired his claim against Meekins as a result of Meekins’ ex- 
changing grain Garrett had in warehouses other than Meekins’ for warehouse 
receipts on grain in Meekins’ houses. It is my belief that at the time this 
exchange was made (if it was) Meekins had no grain of his own in his ware- 
houses. If this is true, it would appear to me that Garrett has a monetary 
claim against Meekins, but should not have any right to a pro rata share of 
any grain in Meekins’ houses at the time the shortage was discovered by CCC 
or any part of the estimated 1,037,845 pounds of grain now in Meekins’ 
houses. 

It is my further understanding that, under the proposed trustee agreement, 
Mr. Garrett is being acknowledged by other creditors as having as legitimate a 
claim against the total grain deposited with Meekins as do those who acquired 
warehouse receipts by actually depositing the grain with him—rather than hav- 
ing acquired warehouse receipts through an exchange of warehouse receints 

In view of the following, namely: 

1. That CCC has outstanding warehouse receipts against Meekins for 2.754.951 
pounds and 1,729,916 pounds undershipped on previous shipping orders mak- 
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ing a total shortage of 4,494,867 pounds, against which Meekins has no grain 
to deliver ; 

2. The fact that Meekins has acknowledged in writing that he is short and the 
fact that all information we have from ©. and I. also indicates Meekins is 
short ; 

3. The doubtful validity, in my opinion, of some of the claims made by some of 
the creditors of Meekins; 

4. The ever-present possibility that a dissatisfied creditor could tie up the 
entire trustee proceedings with a suit against the trustee; 

5. The long time that has elapsed since the shortage was first discovered and 
the fact that CCC will not be in a position for several weeks to state exactly whose 
grain was sold by Meekins, and what amounts, as well as to whom it was sold, 
and in what amounts, because it will be several more weeks before the C. and I. 
office will have completed its audit and investigation; and 

6. That Meekins, even after this length of time since he admitted a shortage, 
is still in legal possession of his properties and assets ; 

It is my opinion that the Commodity Credit Corporation should take immediate 
action either to receive the grain (or the dollar value thereof) still owed to CCC 
by Meekins, or place Meekins in a position where he cannot make any further 
disposition of his assets, and arrange for a fair and impartial determination of his 
liabilities, assets, and the liquidation of his assets to pay off his legitimate 
creditors in the full or pro rata amounts due them. With this in mind, it is 
requested that your office immediately take such legal steps as are necessary 
to accomplish the above. 

Also in this connection, it is recommended that an immediate demand be made 
to Meekins to deliver to the Commodity Credit Corporation within 1 week from 
date of demand either the grain he still owes to CCC, namely, 4,494,867 pounds, or 
the money value thereof, namely $121,136.67 plus $36,905.31 penalty charges on 
transit tonnage, making a grand total of $158,041.98. 

If Mr. Meekins does not comply with this demand, it is requested that your 
office take such legal steps as are necessary for CCC to recover either the grain 
owed to it by Meekins, or the money value thereof. It is further requested that 
these legal steps be through a receiver appointed by the Federal Court, or other 
method worked out under the jurisdiction of the Federal Court, rather than by a 
trustee agreement. 

Subject to your decision, I would suggest that the legal steps you take include 
but that they be not necessarily limited to the following: 

1. An effort to get Meekins to agree to a voluntary Federal receivership. 

2. Action against the bonding companies on bonds held by CCC on the Meekins 
case. 

8. Action against the purchasers of CCC grain from Meekins. 

4, Civil suit against Meekins for the amount owed CCC. 

In addition to the above request, that such legal action as is necessary be taken 
immediately to recover what Meekins owes CCC, it is also requested that, either 
immediately, or as soon as the information is available (if it is not presently 
available), the Meekins case be referred to the proper agency of the Federal 
Government to determine whether or not any criminal action should be taken 
against Meekins, and, if the facts so warrant, that such criminal action against 
Meekins be taken. 

It will be appreciated if you will advise me of your agreement or disagreement 
with the requests contained in this letter, including any progress being made 
toward effectuating such requests. 

LATHAM WHITE. 
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Lewis E. MEEKINS 


STATEMENT OF ASSETS 


Meekins Warehouse & Storage of Taft Construction 





costs (leased land) and equipment __.....---_----- $122, 888. 40 
Meekins Farm & Ranch Elevators (a Texas corpora- 
tion) Construction costs, land and equipment____-_- 129, 128. 40 
—_—_——_—. $252, 016. 80 
Less: Mortgage indebtedness to RFC_._--------------------- 93, 100. 00 
a ne ee eee ae Fae eee 158, 916. 80 


Undivided one-half interest in 290 acres land located at 
Alameda and Airline Road, Corpus Christi: 
Total appraised value, at $1,400 per acre____._-__ $203, 000. 00 
My one-half interest_._..........- tiga,  xG aed 
——_————_ 138, 000. 00 


296, 916. SO 





Total assets elevators and land__ ae ilies 
elevator legs in South Texas, 5 of which ha ive true h s se cales | in con- 
nection with them, and one elevator leg in West Texas with truck 
eee eee 50, 000. 00 


2h A ee ATE | 346, 916. SO 


® 


Total assets_____ 


STATEMENT OF LIABILITIES 


1. Total pounds of grain short, 8,432,608 x $.02695_._....-----__- 227, 258. 65 
2. Other liabilities: 
Freight rebate to CCC____--__-_-- pene ee AES ae ee Oe ee 36, 905. 31 
Freight rebate to Producers Grain . Corp., ee OT 17, 920. 40 


Rag EE SY ET RS a 6, 570. 00 
Smith-Murphy Grain Co., New York aiednashtabaliielinatudeateiialattle FR 5, 315. 54 
ge RB” Re ee eee et ole AE b= 29, S57. 06 
ao. oe, Cees. Bebtee, Bein acccadcn Seo Spiele tdi eae decease ited 2, 309. 82 
I a a ee ae eae ae 1, 046. 89 
SE I, a eee ore ween 1, 670. 00 
DE a eee 4, 994. 22 
eR aT he ene 3, 375. 00 


EB eee eee CS ee eee ee, 2 25, 000. 00 
0 ES a ee a 362, 222. 89 


(Discussion off the ree ah ) 

T he CuarrMan. Are there any further questions to be asked of the 
witnesses on any matters that have been brought up? 

Senator Anperson. I wanted to ask if there had been any change 
in policy with reference to the inspection of warehouses since the 
middle of 1949? Do you recall? 

Mr. Waite. Mr. Anderson, we always had the policy to inspect 
processed commodity warehouses before we approved them, and re- 
inspect them every 60 days. We have never had a policy on grain 
warehouses, and I do not mean the Dallas office, I mean the Com- 
modity Credit Corporation—Washington, Dallas, all the other places. 
There has never been a policy for vs to inspect grain warehouses 
before we approve them. There has never been any policy for us to 
inspect them periodically, regularly, after approval, either for quanti- 
ty or quality. 

Senator Ture. Did anyone have the responsibilty of inspecting 
a warehouse before grain was assigned to that warehouse ? 

Mr. Wurre. Not until January 1951, at which time a policy was 
established for the Country PMA committees to check those ware- 
houses. 
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Senator Tuyr. Did anyone examine the warehousemen’s certificate 
to determine whether they were licensed warehousemen in that State? 
Can you answer that question ? 

Mr. Wurre. I don’t think I can. 

Senator Ture. Then who had the responsibility of determining 
whether a warehouseman had a proper license or whether he had a 
suitable building to store grain In prior to entering into a contract 
with him? Who had that responsibility ? 

Mr. Wuirte. The Dallas office in our territory had the responsibility. 

Senator Ture. Who was the man? 

Mr. Wuire. Well, there were various men at different times. I 
would say, by and large, the work was done under Jack Bramleft. 
Under him was W. C. Yeager. Yeager was the man who had to do 
with the examination of the application. 

Senator Ture. Those were the two men responsible to determine 
whether the warehouseman had a proper state certificate? If he 
didn’t show a proper State certificate you would have to go out and 
examine the warehouse to determine whether it was fit ? 

Mr. Waite. No. I cannot answer your question, because it doesn’t 
apply to our territory. 

Senator Ture. Whose territory would it apply to? 

Mr. Waite. I wouldn’t know. 

Senator Ture. Well then, how could you enter into a contract to 
store grain in a warehouse if no one in the Dallas office assumed any 
responsibility, either as to the type of warehouse or whether the man 
was in proper financial condition ? 

Mr. Caan There was some responsibility, but, if you will pardon 
me, your question was who was it who checked to see if he had a license 
and who was it that went out and checked his warehouse. Those two 
things were not done. 

Senator Ture. In other words, there were no inspections? 

Mr. Wurre. No. 

Senator Ture. Mr. John Smith could make application to store 
Commodity Credit grain and you would just enter into a contract 
with Mr. John Smith, not knowing whether he had a warehouse with 
a roof on or whether he had an open outdoor bin. 

Mr. Wurre. In terms of whether any representative of Commodity 
Credit went to look and see if that were true, you are correct, but m 
terms of what we did, if you will let me explain that, I think it might 
explain part of your question. 

Number one, we received an application from the man. On that 
application it showed the type of building that he had, it showed the 
type of roof. It showed the equipment that he had to turn grain. 

In addition to that, he included a financial statement as to the 
financial ability of the warehouse. Those things were considered by 
these men in our warehouse approval section. 

Senator Ture. Then, did you check to see whether he had a State 
license to operate a warehouse ? 

Mr. Wuirr. As I recall, the warehouse application had a place on 
it to show whether he had a State license and also whether he had 
a Federal license. 

This came up this morning. As TI recall, there was not any require- 
ment that we could not approve a warehouse for example, in Texas, 
who did not have a State license. 
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Senator ANDERSON. Mr. White, you were connected with the Depart- 
ment of Agriculture at the time there was a congressional investigation 
of the War Food Administration ? . 

Senator Kem. In 1945. 

Mr. Wurre. Yes. 

Senator ANprerson. In 1945 there was an investigation by a con- 
gressional committee. It was finished by Aprilor May. There were 
very large volumes. One of the things which they criticized most 
vigorously was the storing of commodities in warehouses without a cer- 
tificate from the Marketing Facilities branch or something equivalent 
to that, that the facilities were adequate. Subsequent thereto there 
was a requirement of that nature established. In 1949 the manager 
of the Commodity Credit Corporation changed that requirement. Are 
you familiar with that change ¢ 

Mr. Wuirtr. Yes, sir. 

Senator ANprerson. What was the change? 

Mr. Wuire. Well, first, I would like to say that my understanding 
of that requirement was with reference to so-called processed com- 
modity warehouses and did not apply to grain warehouses. About 
1949, or whenever this change was made, the Marketing Facilities 
group up here in the T. and W. branch were responsible for inspecting, 
initially, those processed houses. That responsibility, including the 
approval, was transferred out to the PMA Commodity offices, of which 
Dallas was one. That has no connection with grain warehouses be- 
cause, as far as I know, there was never a requirement that that branch 
must inspect grain warehouses before they were approved by 
Commodity. 

Senator Arken. You are familiar with the charges that have been 
made that failure of the State of Texas to enforce the State law has, 
to a considerable extent, been responsible for the unfortunate situation 
which has existed down there, the shortages and the conversions and 
spoilages, et cetera. What have you to say about that? To what 
extent has failure to enforce the State law been responsible for failure 
of the elevator operators to meet the terms of the Federal grain storage 
contract? How does it fit in there? 

Mr. Wurre. All right, I will try to explain it to you. 

First, the thing about a State warehouse law is that, in addition to 
the initial inspection, which is desirable, there are subsequent periodic 
inspections of those warehouses to see if the grain covered by the 
receipts are there. I mean, that is the part that you would like to 
have in a good State warehouse law. 

Senator Arxen. To what extent is the enforcement of the State 
law something that relieves the contractor of the necessity of observ- 
ing the provisions of the contract ? 

Mr. Wurrr. I am not familiar enough with the law to tell you that. 
All T can tell you is that when we moved into the Dallas office this 
work was transferred to us. We were told by the Kansas City office, in 
effect, that the Texas State law is no good. We could not depend on 
it at all. 

Senator ANpeRson. Who told you that? 

Mr. Wuire. I would say the director of the Kansas City office at 
that time, for one. 

Senator Hottanp. Who was he? 

Mr. Soromon. P. E. Bowers. 
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Mr. Waurre. I think, also, we had some conversations on that sub- 
ject with the fellow in the Grain Division. 

Mr. Sotomon. Harry- Neal. 

Mr. Wurre. Harry Neal of PMA branch in Washington told us the 
same thing. 

Senator Anperson. Did he put that in writing for you at any time? 

Mr. Wuirr. Not that I know of. At any rate we were told also 
that in our bond requirements, where we said that so much bond was 
needed, we could not give the warehousemen credit for the $5,000 bond 
that they furnished under the State warehouse law, because the way 
the law was written there was no assurance that we could have the 
benefit of that $5,000 bond in the event of a shortage. 

In other words, we just ignored the fact that Texas had a State 
a law, and that part of the law included furnishing a $5,000 

nd. 

Senator Arken. Then to what extent was the failure of Texas au- 
thority to enforce the law, if that is the actual fact, responsible for 
your shortages and conversions ¢ 

Mr. Wurre. I couldn’t say it is responsible for them. I can say, 
and very truthfully and sincerely say, that if Texas had had a State 
warehouse law which included the initial and periodic — 
examinations of these grain warehouses, I do not think we would have 
hardly any, if any, of our grain shortage cases in Texas. 

Senator ArkeNn. You think the negligence of the State authorities 
invited the conversions there ? 

Mr. Wurrr. I do not know that it was negligence on the part of 
the State authorities. 

Senator Arken. You think it is the law itself that is deficient? 

Mr. Wurre. I think so. 

Senator Arken. How could the Texas State law—I understood you 
to say at the beginning of your testimony this morning that the State 
law had nothing to do with the Federal contract with the operators—— 

Mr. Wurre. Well, I do not know whether I gave you the right 
impression or not. Of course, any State law applying to a warehouse 


in the State would apply to anybody storing grain for us, but in | 


terms of our getting protection out of the State law for our grain, 
we didn’t, we depended upon our own contract to do that for us. 

Senator Arxen. Your contract, as far as this particular grain was 
concerned, would have precedence over the State law, wouldn't it? 

Mr. Wurre. I don’t know. 

Senator Anperson. Mr. White, you illustrated today how many 
carloads had been shipped and how many trainloads had been loaded 
and how many steamers were unloading. Don’t you suppose the 
crowding of work that you had in your office also would have put a 
pretty fair load of work on a Texas grain inspector if he were out 
examining the elevators ? 

Mr. Wurre. Yes. 

Senator Anperson. Wasn’t it physically impossible for the Texas 
authorities to anticipate, just as it was for the Federal Government, 
that they would have to store all this grain? 

Mr. Wuire. That is correct. 

Senator Anperson. They couldn’t store all this grain in adequate 
and approved warehouses ? 

Mr. Wurre. That is correct. 








A AL OE NP srw hh mn. a 

















STORAGE AND PROCESSING ACTIVITIES OF CCC IS] 


Senator Anprerson. Do you think there were in the State of Texas or 
anywhere in the country enough federally inspected elevators to take 
care of this tremendous supply of grain that you had there? 

Mr. Wuire. No, sir. 

Senator ANperson. Do you think it was necessary to find these stor- 
ages where the grain was stored flat, as you called it; certainly not 
where it could be turned, as grain ought to be turned? Was that 
because of the extent of the crop or was it because of the failure to try 
to find warehouses / 

Mr. Wuirer. No,sir. It was because of the extent of the crop. As 
far as I know, every so-called elevator was being utilized to the fullest 
capacity that the owner would make available for this grain. 

Senator Anperson. The great difficulty was that we never thought 
of devising a system to check regularly on those people, as in the case 
of the man you listed who got a shipping order in October and didn’t 
-hip it until the following June. You were dealing with people who 
weren't ordinarily in that business. 

Mr. Wuire. That is correct. I would like to add some other things 
to that about this Texas State warehouse law. Mr. John C. White 
became the new commissioner of agriculture down there, I think, about 
the Ist of January 1951. I think that was about the time. 

Senator Anprerson. Did he succeed somebody who had been com 
missioner for years and years, Mr. McDonald ? 

Mr. Wurre. Yes. Immediately after Mr. White came in, because 
we worked with the State of Oklahoma to get a State warehouse law, 
and I am taking credit for getting their warehouse law in good shape, 
in order to furnish this State inspection, and because we knew what 
the situation was in Texas, we wanted to get that done in Texas. So 
shortly after he went into office, 1 wrote him a letter, introduced my- 
self, and told him about our agency and told him at the earliest date 
and at his convenience, I would like to meet with him to discuss the 
need for a more adequate warehouse law in Texas. | received a reply, 
but that never resulted in the two of us getting together. 

However, we did work with the grain trade in Texas. They did 
make contact with Mr. White. We kept out of it without an invita 
tion because of the old States’-rights angle, that the Federal Govern 
ment cannot afford to take too strong a hand in that sort of thing. 
But we did work with the grain warehousemen. We did take the law 
that they had worked up. 

We submitted it to our solicitor’s office in Dallas, and asked for 
their comments. We sent them back to the grain warehousemen who 
were working with the State people. So I would say we made every 
effort to get that law corrected. 

Keep in mind that this was in 1951. This was probably in the first 
+ months of that year. If this record ever does get checked in terms 
of when these conversions occurred, I think it would be found that a 
great many of them started back in 1949 and took place in 1950. 

Senator Anperson. When you had this meeting at Atlanta and they 
were discussing grain conversion, in your areas, were there conversions 
in other parts of the country discussed at that time? 

Mr. Wurrr. I think so, Mr. Anderson. I do know there were con- 
versions in other parts of the country, and I have been looking un- 
successfully at the testimony up here for you to ask somebody if these 
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other areas had grain conversions and how many and what they have 
done about them. 

Senator Anperson. You think there were some other conversion 
cases ¢ 

Mr. Wurre. I know there were some other conversion cases. 

Senator Anperson. Were they discussed frankly with Mr. Kruse 
in that meeting at Atlanta ? 

Mr. Wurre. I donot recall. As far as I recall, the speech on conver- 
sion down there was made by me. I was worrying about that. 

Senator Anperson. We have had lots of conversion cases come up 
here recently outside of that area. 

Mr. Wurre. Yes, sir; I think they were there all the time. Really, 
I think we were doing more about conversion cases in the area down 
there, in spite of certain things that have come before your committee, 
than many of the other areas were. 

Senator Kem. Mr. Chairman, could I ask this: What plans does 
the chairman and the counsel have for bringing the details of these 
various cases out? Are you going to do it with this witness, or are 
you going to do it later with other witnesses / 

The Cuarrman. These witnesses do not seem to have all of the 
details. 

Senator Kem. I noticed that. 

The Cuarrman. As I said, in my opening statement, this was more 
or less exploratory. We are getting some leads here. We are going 
to ask for the definite information. 

I understand that Mr. Cotter is now desirous of asking a few more 
questions and probably going into another phase of this matter. It is 
now 10 minutes to 5. It may be well that we recess now until 10 
o'clock tomorrow morning, so that we may continue with these two 
witnesses. I am very hopeful that we can get through with them to- 
morrow morning. 

Senator Kem. As I understand it, the plan is ultimately to develop 
for the record the details in regard to these important conversion 
cases, 

The CuarrMan. Certainly, absolutely. 

Senator Hotianp. I have two or three questions that I think can 
be answered and disposed of this afternoon, and we can have a fresh 
lead in the morning. 

The CuatrMan. Very well. 

( Diseussion off the record.) 

Senator Hottanp. Just two or three questions of this witness. 

I understood you to say this morning that you were dealing with 
something like a thousand warehouses and elevators in your five-State 
area. 

Mr. Wurre. That is correct. 

Senator Hottanp. And that at the peak of the crisis it got up to 
perhaps, 1,100 or more ? 

Mr. Wurre. Possibly, yes, sir. More than a thousand. 

Senator Hotitanp. All right. I understood you to say that at the 
time your office was set up, and your area was set up, as a separate 
district, the largest part of these warehouses had already been ap- 
proved for Federal storage. 

I think you said four-fifths or more. 

Mr. Wurtre. Yes. 
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Senator Hotzanp. And that your instructions were—or the policy 
was—to simply examine the insurance question and the bond question 
when the annual requests for extensions came in. 

Mr. Wuire. Right. 

Senator HoLtuanp. Is that correct? 

Mr. Wuire. That is correct. 

Senator HoLLanpb. That meant that no new check-up of the physical 
properties was expected to be made by you at all. 

Mr. Wurre. That is correct. 

Senator HoLLanp. Where did you get such instructions and where 
was that policy laid down ? 

Mr. Wurre. The policy was a policy laid down in Washington that 
had been in effect for several years. 

Senator Hottanp. From whom did the information come to you 
that your sole duty at the end of a year’s contract, when the application 

came in for extension and renewal, was to check upon the insurance 
and the bond matters ? 

Mr. Wurre. That would have come to us probably in procedures 
which outlined what was to be done in renewing a contract. The fact 
that we were not instructed to make examination would have been not 
something in writing, but due to the policy which was well known and 
the failure to even say anything about it in the procedure, it was just 
understood that we wouldn't do that. 

Senator HotLanp. Are you stating for the record that it was the 
policy of the Commodity Credit Corporation not to make physical in- 
spections and not to place any duties upon the offic ials in the district 
where the warehouses and the elevators were ? 

Mr. Wuirz. Prior to—— 

Senator Hotnanp. At the time of the renewal of annual contracts? 

Mr. Wurrer. That is correct. 

Senator Hotianp. With reference to the new contracts, I judge 
from what you say, that a hundred or more, perhaps as Many as two 
hundred, of the warehouses were approved under contracts which 
were new after your district was set up. What was the policy and 
how was it communicated to you with reference to what should be 
done before those new annual contracts were made with new ware- 
houses or elevators ¢ 

Mr. Wurre. You mean with respect to inspection, and that sort of 
thing ? 

Senator HoLtnanp. Yes. 

Mr. Wurre. The policy on those new warehouses was the same as I 
have described to you on renewals; namely, that we were not expected 
to make an initial or subsequent examination of the facilities until 
January 1951, at which time a procedure was issued by the Washing- 
ton office which provided that before we approved a warehouse, after 
that date, it was to have been inspected by the county PMA office. 
Phat is despite the fact, since we are on that subject, that in 1948 or 
1949, when we took this warehouse approval over from Kansas City 
for our territory, we raised the question should we or shouldn't we 
make inspections of these warehouses? I am pretty positive that those 
questions were raised with a number of people. One of the people 
with whom it was discussed was Jack Tripp, of the Grain branch in 
Washington. 
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Mr. Solomon handled that contract, and he reported to me that Mr. 
Tripp said: 

Don’t worry about that. We do not have such a policy. We have a bond to 
take care of that situation, and our experience shows it is not worth the money 
to hire inspectors to go out and look at these warehouses. 

1 believe that was in 1948. It may have been early in 1949. In 
1949, as a result of a request for recommendation on changes in the 
uniform grain storage agreement, I think I can find in the material I 
have here a copy of a letter we sent to the PMA Grain branch in 
Washington in which we recommended that a requirement be made 
that county PMA committees inspect these warehouses before they 
were approved by us; however, that recommendation was not followed 
at that time. 

It was not put into effect until the following January, 1950. 

Senator Hotnanp. If you have such a letter, I certainly want that 
placed in the record, because I think that is the most important thing 
that has come out today. You made a recommendation in 1949, 

Mr. Wurre. Yes, sir. 

Senator Hottanp. To the Washington officials with respect that you 
felt that inspections should precede contracts. I think that is of 
greatest Importance. 

Mr. Wurre. This is pertinent. In connection with that I won't 
say inspection, but I made recommendations that county committees 
be required to recommend or not recommend approval of a warehouse 
before we approved it. 

(See exhibit No. 13.) 

Senator Hottanp. How does the policy that you were following not 
to make any inspections, not to make any physical check at all on the 
facilities before you entered into the first contract with them, square 
with the statement made by Mr. Brannan and others that you couldn't 
rely upon the Texas warehouse law, because it was no good ¢ 

Mr. Wuirr. It doesn’t add up. I would like to make a statement 
forthe record. If we had this initial and subsequent inspection, either 
by the State people or by us, we wouldn't have the conversion cases 
we have right now. That is an opinion. 

Senator Hottanp, Mr. Chairman, | want to ask the witness to pro 
duce the recommendation that he made to the officials in Washington 
with reference to the requirement—— 

The Cuatrman. Have you that in writing? 

Mr. Wurre. It is in writing. I don't know whether I have it. 

The CuarrmMan. Will you make a search for it and give us a copy ‘ 

Mr. Wurre. Yes, sir. I gave a copy to the House committee investi 
gators. Ido not know whether I have a copy of it or not. 

The CuatrmMan. That was addressed to Washington officials ¢ 

Mr. Wurre. Yes. 

The Cuairman. Was it delivered through the regular mails ¢ 

Mr. Wurre. It was addressed to Leady Smith, who at that time was 
the head of PMA grain branch. 

The CuarrmMan. Very well. 

Senator Hottanp. And the statement that came to you regularly 
from the Washington officials in charge of storage was that they were 
relying on the standard agreement that on the protection given by 
that ¢ 
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Mr. Wuite. Yes. On the bond, on the agreement, and on past 
experience, 

Senator Hottanp. All right, sir 

Mr. Wurre. Am I right ? 

Mr. Sotomon. Yes. — 

The Cuatrman. I wish to announce that tomorrow morning at 10 
o'clock we will continue with the testimony of Mr. Latham White and 
Mr. Solomon, and we are going to have as witnesses, in order to answer 
a few of the questions that could not be answered tod: ay by these two 
gentlemen in some more detail, probably documentary, Mr. William 
Duggan, who is Chief, Compliance and Investigation branch, PMA, 
and Mr. William Elliott, Chief, Compliance and Investigation, Dallas, 
Commodity office. 

We may be able from those witnesses to get some of the answers to 
the questions we asked. 

The committee will now stand in recess until tomorrow morning at 
10 o'clock. 

(Whereupon, at 5: 00 p. m., the committee recessed to reconvene at 
10 a. m., Thursday, March 20, 1952.) 

















INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


THURSDAY, MARCH 20, 1952 


Unrrep Srates SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10:10 a. m., in 
room 324, Senate Office Building, Senator Allen J. Ellender (chair- 
man) presiding. 

Present: Senators Ellender (chairman), Johnston, Holland, An- 
derson, Eastland, Aiken, Young, Thye, and Kem. 

Also present: Paul J. Cotter, chief counsel for investigations; and 
Edward C. Kennelly, assistant counsel for investigations. 

The Cuamman. The committee will please come to order. 

Mr. White, I understand that you desire to make a statement as to 
testimony you gave yesterday? 


TESTIMONY OF LATHAM WHITE AND HARRY J. SOLOMON—Resumed 
Mr. Wuire. Yes, sir. We talked considerably about the delay in 


some warehouses in filling orders issued to them by the Dallas PMA 
office. Most of the discussion was on one case, the E. & S. bond ware- 
house of San Antonio, Tex. 

The information concerning the delay of this warehouse came origi- 
nally from a PMA audit report made, I think, in June or July 1951. 
This report mentioned 25 other instances in which the audit office 
expressed the opinion, and advanced the theory, of the failure of the 
—— PMA commodity office to police these orders promptly may 
have facilitated conversion. 

Neither I nor Mr. Solomon have sufficient information with us to 
discuss these cases in detail, since neither of us handled this operation 
personally. 

I do know that the work in the Allocation and Shipping Section of 
our office received a great deal of attention, because we knew that a 
better job needed to be done. 

I, also, know that in August 1951, after I reorganized the grain 
handling work in our office, a much better job was done. 

In addition, I should like to point out the following: One, during 
the period covered by the alleged laxity in the loading orders policing 
the Allocation and Shipping Section in our office issued over 4,000 
loading orders, covering over 100,000 cars of gr ain: two, the audit 
report “mentioned only 26 loading orders on which they allege laxity 
of policing; three, only 2 of these 26 mentioned by the audit report 
are now on the General Accounting list of admitted or known con- 
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version cases; four, no evidence, so far as I know, has been produced 
to show that conversions started in any of these warehouses after the 
loading orders were issued. In fact, on one of the warehouses the 
C. and I. report shows the conversion started almost 14 months before 
the loading order in question was issued which, incidentally, was some 
6 months before we became responsible for the grain inventory in that 
house. 

While I readily agree that laxity in following up on loading orders 
could have facilitated that, I do not believe that it did so, in fact. 

Further, I should like to submit that the lack of a national pro- 
gram to make regular periodic quantity inspections of grain ware- 
houses, undoubtedly, facilitated conversion to a far greater degree 
than the lack of policing of loading orders promptly facilitated such 
conversion. 

The Crarmman. Since you have brought up the question of load- 
ing orders I would like to ask you about that. 

Did the members of your staff, who were supposed to follow up on 
loading orders, call to your attention that some warehouses were not 
shipping out grain when ordered to do so? 

Mr. Wurre. I cannot say that I can recall that they did, although 
in the course of business, during the period of several months, un- 
doubtedly, it did come to my attention. Probably through Mr. Solo- 
mon, however, rather than directly from the staff. 

The Cuamman. Did you, as director, have meetings of your staff to 
discuss these matters? 

Mr. Wurre. Yes, sir. We had numerous meetings to discuss them. 
We wrote memoranda to the staff, I mean to the group in charge of 
that, pointing out that we needed to do a better job. And in addi- 
tion to that we had the assistant chief of the division who was over 
that particular group to pay special attention to it, and he did. 

In addition to that, Mr. Solomon for a while held daily meetings 
with that group. 

The CHamman. Well now, you were their boss, were you not? 

Mr. Wurre. Yes, sir. 

The Cuatrman. You were the boss of Mr. Solomon? 

Mr. Wurre. Yes, sir. 

The Cuarrman. Did not your subordinates report to you that there 
were delays in some cases, as I believe can be shown, of more than 6 
months from the time that the shipping order was given until the 
shipping actually took place? 

Mr. Wuire. Yes. I think I just got through saying that they prob- 
ably did. And I think I also said that we attempted to take cor- 
rective action, and to the best of our ability we did take corrective 
action. 

The Cuamman. What did you do to correct that situation? 

Mr. Wuire. We held meetings with the people in the section and 
with the division chiefs responsible for that work. We pointed out 
the things that were not being done promptly. 

In addition, Mr. Solomon for quite a while held daily meetings with 
them to try to get the work in better shape. 

The CHairman. When the report was made to you as director 
that a certain warehouseman was lagging as much as 6 months, did you 
take steps to send your inspector to check and find out why it was 
that the grain was not shipped? 
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Mr. Wurre. In those instances that came to my attention I can 
say that—I cannot remember any specific case like that, Senator 
Ellender, but I can say very truthfully that I did say to send the 
Inspector out to check them: yes, sir. 

The Caarrman. How many inspectors did you have that you could 
use for that purpose ¢ 

Mr. Wurre. Well, we had one man full time, then we had a man 
on our process inspection staff that we used occasionally, because 
the other fellow was too busy, to put it that way. We did not want 
to use that second man too much, because when we used him on grain 
work we were letting the work on the process houses go. 

The Cuarmman. How many elevators did the Commodity Credit 
Corporation have in your area in which grain of some kind was stored ¢ 

Mr. Wurre. Well, when I left Dallas, we had about 1,000. Dur- 
ing this period we probably had up to 1,100 or maybe 1,200 ware- 
houses—I do not know the exact number. 

The Cuarrman. How many inspectors did you say you had that 
you could send out ¢ : 
~ Mr. Wurre. On a regular basis we only had one. 

The Cuatrman. Only one? 

Mr. Wuirr. Yes, sir. I would like to add that he was quite busy 
doing just the work that you are talking about. 

The Cuarrman. Would you be able to tell us the largest number of 
warehouses in which there was lagging at any one time? 

Mr. Wurre. No, sir. The only figures I have on that are from 
the PMA audit reports. I presume that they reported all of them 
at that time, and that was 26. 

The Cuarman. Twenty-six? 

Mr. Wurre. Yes, sir. 

The Cuairman. Do you mean lagging orders? 

Mr. Wurre. Yes, sir. 

The CHamrman. Are you certain of that? 

Mr. Wuire. I am certain of what their report said. I have just 
said I do not know how many we had at one time that were lagging. 

The CHamman. Were reports made by the people you have just 
named who had to do with this? 

Mr. Wurrer. Yes, sir. 

The Cuamman. The greatest number ever reported to you was 
26% 

Mr. Wuite. Senator Ellender, those reports—now we are talking 
about—I do not know whether we are talking about the same thing 
or not. We had one—— 

The Cuarrman. Let me make it plain. What I am talking about 
is this: When you get an order to have a shipment made of grain in 
a particular warehouse, I believe we have some evidence to show 
that there were quite a few that did not deliver on the date that they 
were supposed to deliver—can you tell us whether or not those in 
charge under you made any reports to you as to the number of such 
outstanding cases; that is, where the orders are given and the grain 
had not been shipped 

Mr. Wuirr. No, sir; they did not make any report to me directly. 

The Cuamman. Why did they not: you were their boss ? 


Mr. Wurrr. Well - 
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The Cuatrman. Do you not think it would have been important for 
you as the manager to follow through on all of these ¢ 

Mr. Wurre. Looking back now, Senator Ellender, I should say that 

Se . 
it was, in view of the circumstances, that it was important. At the 
time, so far as that work was concerned, it was routine. I mean, it was 
something that the staff had the responsibility for. They knew what 
to do. They knew that they were supposed to look after it. 

There are hundreds of other operations in that office, as big as it 
is, that under certain circumstances could turn out to be just as im- 
portant for me to have reports on, on which I did not have reports. 

Phe CHarMan. Well now, as I understood your supplemental state- 
ment a moment ago you indicated that you thought that these delays 
did not cause this conversion. 

Mr. Wurre. That iscorrect. That is my belief. 

The CHarrman,. But is it your belief that you could have, maybe, 
caught up with some earlier than you did by finding out whether that 
wheat was on hand when you gave the shipping order ¢ 

Mr. Wuirr. I agree with you, sir, very much. 

The Cuarrman. Will you say whether or not it was possible for you 
to follow through on all of these laxities with the number of inspectors 
you had on hand? 

Mr. Wurrr. In terms of us sending a man out to physically look at 
every one of the warehouses from time to time that were lax, I would 
say that one man was not sufficient. 

The CHairman. Not sufficient ? 

Mr. Wuire. Correct. 

The CHarrman. I would like to read a telegram to you with special 
reference to these loading orders that was dated at Dallas, July 19, 
1951, addressed to Mr. Kruse, Administrator in Washington, signed 
“White/tw-rbm,” whatever that means, the initials of the people who 
wrote it, I believe. 

Mr. Sotomon. Rector B. Meyer. 

The CHArrRMAN (reading) : 

Re your teletype 64 DL the informal advice furnished by GAO reporting ap- 
proximately 40 warehouses now holding warehouse receipts in trust on load- 
ing orders which are at least 6 months old and on which no follow-up has 
been made is not accurate. Upon receipt of your teletype the GAO auditor 
was contacted and his work paper examined, there were only 26 loading orders 
listed of which 10 were dated prior to March 1, 1951, the other 16 were dated 
in March and April. In each instance the personnel in this office was aware of 
the delay in the shipment of the grain and the appropriate warehouse official 
had been contacted by phone or by a representative of the Commodity office in 
person, Of the 26 loading orders on the GAO auditor’s list, loading has been com- 
pleted on 5, we have checked enough on 14 to satisfy ourselves that the reasons 
for the delays are legitimate, and the remainder or 7 have been referred either 
to C. and I, for investigation or are being checked currently by our grain inspector. 
The San Angelo Wool Warehouse was also listed and this facility has been 
policed by phone and is now shipping. The Doggett Grain Co. was also listed 
and this facility had shipped all the CCC grain except for approximately 2 
cars which is damaged grain and will not meet the export requirements. 
Action is in process to effect settlement for this damaged grain and this loading 
order is complete as far as shipment is concerned. 

The Newkirk Elevator was also listed and in this case the receipts were re- 
turned to this office by the manager, and we were requested to hold them 
until repairs could be made on the loading equipment. The Newkirk receipts 
were held until July 12, 1951, and then returned with the original loading order 
and the reason for not cancelling this loading order is that we shall contend 
that the stop-storage date indicated thereon will apply as it was no fault of 
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CCc that the grain was not shipped. This office realizes that documentation of 
policing action on loading orders was lax, but we feel that adequate documenta- 
tion has now been established to insure prompt policing of shipments on load- 
ing orders. At the present time we are getting from C. and I.-and our grain 
inspector information to determine whether the delay in completion of ship- 
ment on each of these 26 loading orders was caused by conversion or by legiti- 
mate reasons. None of the exceptions taken by the GAO auditor were discussed 
with the chief of the T. and W. division or the assistant chief prior to the 
submission of the informal report; therefore, he did not have all the available 
information. White/TW-RBM 322PMGH. 

Do you recognize that telegram ? 

Mr. Wuirer. Yes, sir. 

The CHatrman. In your statement wherein you state that “this 
office realizes that documentation of policing action on the loading 
orders was lax, but we feel that adequate documentation has been 
established,” what do you mean by that—how did you change your 
methods ? 

Senator Arken. What is the date of that? 

The Cuarrman. July 19, 1951. 

Senator Arken. July of last year? 

The Cuatrman. That is right. 

Mr. Wurre. I first would like to say that the telegram was not 
written by me. It was written by Mr. Meyer in our office, although 
1 knew about the telegram. 

The CuAarmman. It was done with your consent ? 

Mr. Wuire. Yes. Second, I would like to point out that that is 
dated about the middle of July. And I have just issued in my state- 
ment here—I have just pointed out that early in August we did re- 
organize our grain handling work, so that would be one of the things 
that we did to take this corrective action. 

The CuHarrmMan. Why did you find it necessary then to reorganize— 
will you tell us how it was handled before and what changes you 
made ¢ 

Mr. Wuire. I will do my best. 

The Cuarrman, All right. 

Mr. Wuire. It will be a little long. 

In our office at that time we had three major divisions, a Fiscal 
Division, a Transportation and Warehousing Division, and a Com- 
modity Division. 

The Allocation and Shipping Section which handled the loading 
orders was a part of the Transportation and Warehousing Division. 

In addition, in that division was the section that had the approval 
of warehouses. However, the grain merchandising work was in an- 
other separate division. 

We felt that deciding which grain should be moved from what 
areas and in some instances from warehouses, getting the grain moved, 
and handling the policing and the other things incident to handling 
the grain work would work much better if it was all in one division 
and under one head—if all of those operations were together, because 
when they are separate you have the matter of clearances in order to 
get things done and get them done promptly. And in some instances 
in keeping up with what is going on. Therefore the purpose of re- 
organizing, and the organization we did set up, took the merchandis- 
ing work, the allocation and shipping work, which included loading 
orders and exports, the approval of warehouses, the grain inspection 
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work and claims work, put them all in one section. And it did and it 
has worked much better ever since. 

I might say that is an example where organization structure can 
have some effect on your efficiency. 

The Cuarrman. How many people did you have to issue orders to 
warehousemen that a certain amount of grain was to be shipped on 
a particular day, do you know? 

Mr. Wurre. Now, Senator Ellender, you just cannot answer that 
question, I mean, in one, two, three. 

In the Allocation and Shipping Section, which had a great many 
duties other than issuing loading orders, there were three people han- 
dling that type of work. That would not include stenographic help. 

The Cuatrman. Yes, I understand. Yesterday, as I recall, you 
stated that in order to get out, let us say, a million bushels of wheat 
you issue orders for 4 million. 

Mr. Wuire. In some instances. 

The CHatrman. Did you keep a check as to who would ship the 
grain and when in order to make up your million bushels? 

Mr. Wurrer. I did not do it personally. 

The CHamman. I know. 

Mr. Wurre. A procedure or a system for keeping such a check 
was provided in the Allocation and Shipping Section. 

The Cuarman. Did you countermand any of these excess orders 
when you found enough shipments would be made to fill your million 
bushels, if that was the order? 

Mr. Wuire. Well, I can only say there that I am certain that we did, 
yes. I cannot tell you specifically which ones we did. 

The Cuamman. Were you notified by the warehouseman if and 
when he would ship under the order that you sent to him? 

Mr. Wurre. We were notified. I believe Mr. Solomon may have 
to help me on this. At that time we were notified what had been 
shipped by a copy of the bill-of-lading coming into our office as being 
routed through the Allocation and Shipping Section. 

Senator Torr. Might I ask a question at this point?) Assuming 
that all to whom you issued shipping orders were to proceed to ship 
at the same time, what would you do with the excess 3 million bushels 
of grain? 

Mr. Wuirrr. If all of them had shipped at one time we would not 
have been able to have handled it, but we knew by experience that they 
would not do that. 

Senator Ture. I am just assuming that they could have, because 
here was an order from the Commodity Credit Corporation to load out 
carloads of grain and to ship. Assuming that they had all acted 
on the order as you would expect them to act on a Federal order, what 
would have happened ? 

Mr. Wurre. We would have sent the grain to the terminals, if there 
had been space in the terminals to take it. 

During the latter part of 1950 and the first part of 1951 I do not 
believe we had space in the terminals to have handled all of that 
grain, had they shipped. 

Senator Tuyr. That was the worry that I could see. 

Mr. Wuirre. It was not a worry to us, because we knew they would 
not do it. 
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The Cuatrman. To be more specific, have you had any cases at all 
where excess grain was shipped, over and above the amount that you 
had an order to ship 

Mr. Wurre. Not to the extent that the Senator is talking about. 
There will be instances where a small percentage, in terms of maybe a 
half a car or nn like that, as overship ped on a loading order. 

Senator Ture. Mr. Chairman, I am sorry for the interruption. 

The CHatrMAn, That is all right. 

Senator Tuyr. Assuming that you did have compliance and you had 
a million bushels of grain moving towards the terminal, did you an 
ticipate what you would have done with those cars? Would you have 
had to return those cars to the shipper in order that you would have 
hada pl: ice to unload the cars ¢ 

Mr. Wurrr. Let me answer that this way. in spite of the fact—and 
I would like to point out that the te ‘legram and the complaints about 
laxity, particularly this one, says we lacked documentation to show 
what we had done—that is where we are at a disadvantage. We know 
that plenty of policing was done, but we did not have the time to sit 
down and write out a memorandum every time we made a tele ‘phone 
call to show we made the call. We were busy. Pardon me, sir. 

Senator Arken. I Besar h like a little clarification here as to whether 
I heard correctly. I understood the witness to say that they knew 
from experience when they would send out shipping orders that a 
considerable percentage of those recei\ ing the orders would not com- 
ply with them. 

Did I understand correctly 4 How long had that experience been 
voing on?! 

Mr. Wurre. I think I can explairthat, sir: I willtry to. The point 
is that while the documents do not indicate we were doing a great 
deal of policing, nevertheless we were. 

The point is that when we sent out loading orders for more eTain 
than we wanted—as a matter of fact. our Allocation and Shipping Sec 
tion were in touch with those warehouses practically every day by 


telephone. And in sg event they knew when the grain was being 
ship yped—in the event it had been shipped and we knew that we were 


going to get much more grain shipped then we actually anticipated, 
then we would have canceled the loading orders immediately. That 
is one way to have stopped the sort of thing that vou are worrying 
about. 

Senator Tyr. What concernea me, Mr. White. was simply this, 
that when you gave an order for 4 million bushels to be shipped and 
you only wanted 1 million, then it meant that the warehousemen would 
have to order cars. Cars would be routed to that warehouseman. 
There would be cars routed for 4 million bushels, but you only wanted 
1 million. So there would have to be a cancellation of orders for 
empty cars, and there would have to be a cancellation of a ship ping 
order, right in the process of its execution. 

I am just trying, for the sake of the future, to see how this can 
be corrected. 

Mr. Wurre. May I ask Mr. Solomon a question ¢ 

Senator Eastitanp. I do not understand why it was necessary to 
order out 4 million bushels when you needed 1 million. 

Senator Aiken. Let us make that clear for the record. 
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The Cuarrman. I think he gave the reason yesterday, car shortage, 
the fact that he couid not get the cars. 

Mr. Wuirer. The cars were so short in some instances—I mean these 
loading orders for that shipment may have gone to 30 different ware- 
houses. Now it is ican and it is a fact that some of those ware- 
houses would not be in a position to ship hurriedly like we wanted it. 

Over a period of time, I still say that we had enough experience to 
know what we were doing. And our trouble was never that we had 
more cars shipped than we ought to have had. It was always we could 
not get enough shipped promptly enough. 

Senator YounG. Due to the shortage of boxcars ? 

Mr. Wuire. Yes. 

Senator Youne. That is understandable. 

Mr. Wurre. Yes, sir. And I think I can answer his question by this. 
Is it not a fact, Harry, that although we would issue loading orders 
like that, that after the warehouseman would get the loading order, 
he would call in and tell our people whether or not he would be able to 
get cars in that particular area. And if the fellows in a certain area 
could get cars, then at that time our office issued these ARR permits 
to those particular ones, and we were not tying up a lot of cars. 

In an area as large as ours cars will be available in one locality to- 
day, and in another locality or four others they may not. be readily 
available. And when I say readily available I mean the next day 
or the second day. 

The Cuarmman. As I understand it the main reason you gave out 
orders for much more grain than you desired shipped was because of 
the lack of cars? 

Mr. Wuire. Yes, sir. 

The CHarrman. Did you follow through soon after to determine 
whether or not some of these shipments were not made because of a 
probable lack of grain on the part of some of these warehousemen ? 

Mr. Wuire. I am sure we did, but I cannot tell you. 

The Cuatrman. Did you have any instances where cars were avail- 
able to certain warehouses and they did not ship the grain? 

Mr. Wurre. Can you answer that? I do not know. 

Mr. Sotomon. I cannot. It generally was not true—it was not true 
that they had boxears. 

The Cuatrman. Do you recall of any instances where the boxcars 
were there, that you obtained them, and that the warehouseman failed 
to fill your order? 

Mr. Wurre. At the moment I cannot recall. 

The CHairman. You cannot recall? 

Mr. Sotomon. No. 

The CHatrMan. What would you have done if that occurred ? 

Mr. Wuire. That would not have been what we would call a legiti- 
mate reason if the boxcars were there, and if he did not have some other 
‘reason we would have assumed that. Perhaps, he did not have the 
grain and we would have started things going to see if that were the 
trouble. 

The Cuarman. How promptly would you have done that? What 
is your record on that? 

Mr. Wurre. I cannot tell you, because I do not know of any in- 
stances like you are talking about. 
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The Cuatrmayn. Let us refer to this telegram that I have just read 
here stating that there was as much as 6 months that transpired from 
the time the order was given until it was issued, and I believe you gave 
us a few cases yesterday where more than 6 months transpired before 
the grain was actually shipped out. 

Mr. Wuire. Well, now, that is in connection with the policing. So 
far as I am concerned—I thought I made that clear in my statement, 
that we agree there had been lavity in that, Senator Ellender. 

The CHarrman. Did any of this occur after you revamped, as it 
were ¢ 

Mr. Wuirtr. So far as I 

The CHarrman. Your office? 

Mr. Wurrr. So far as I know, that was in late July and early 
August of 1951. And I understand and understood in following 
through, and asking about it, that the situation was much improved. 

The CHatrman. Let us take a specific case. We discussed it yester- 
day. And that was the Roberts Feed Co. case. 

Senator Kem. May I ask a question in connection with these orders ? 

The CHatrmMan. Surely. 

Senator ANperson. You bring up the Roberts case. I want to take 
oceasion to refer here to the record of yesterday, where, in the discus- 
sion of the Roberts case, Mr. Cotter said, “We started to investigate on 
the basis of Senator Anderson’s statement the other day in this case 
that there was a million dollars short.” 

Now, I just want to say that if you are going to load things like this 
into the record we are going to have a terrible time. 

We were talking about cases that might be discussed down there in 
an executive session, and I said that’ I had had a letter referring to a 
shortage in the Roberts Feed Co., that the letter had stated that it wasa 
million dollars short. 

I do not have any personal knowledge of this case whatsoever. The 
statement was made to Mr. Cotter in executive session. And now it 
pops out here in a hearing that makes it privileged and anybody can 
say anything they want about the Roberts Grain Co. 

I, certainly, think that this statement ought to come out of the record 
or be an example that no such statement is made on it. Otherwise, 
when people send out letters and say, “Will you not please check into 
the Pine Bluff Co.,” and we hand that letter to Mr. Cotter to go in 
the record that we are charging this company with being short, when 
that statement is not made at all. 

I do not believe Mr. Cotter meant it that way at all. He was trying 
to explain how he happened to have looked into the case at this time. 

I knew that the Roberts Feed Co. had been on a list that Mr. White 
had sent in saying that there was some question about it. 

The firm has an excellent business reputation. I believe it is finan- 
cially very strong. 

However, when I get a letter saying that someone understands there 
is something wrong in the case, I think it is my obligation to turn 
that fact over to our investigating staff, but I do not believe the record 
should show up with the statement in it that they are a million dollars 
short. 

Mr. Correr. I would like to correct the record in that respect. I 
know you just referred to the case and suggested we look into it. 
And I regret that it did come out. And it will not happen again. 
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Senator Anperson. I am not meaning it that way, Mr. Cotter, at all. 
I would like to be able to feel that if I get 2 letter saying that a certain 
firm is short that we can refer that letter without it being the basis 
of a charge. 

For instance, when Mr. White read his list yesterday, he read one 
name that I did not refer to and that I hope we will not refer to. 
I know that firm is straight-forward and honest and reliable as any 
firm can be. And how it ever got the list like that, I do not know. 
It isa very fine, very well known nationally organized firm. And it is 
terrible to have it get out that that firm might be short in any way. 

I would stake my life that it is not, even though it was on that list. 

I am sure that a check will reveal the fact that it was not. 

And I feel the same way about this particular case, or any other 
that I may get information on. 

We ought to be able to discuss them, have them investigated without 
them getting into this record as if somebody was actually doing 
something wrong. 

It develops in the Roberts case that Mr. Roberts thinks he has a 
claim against the Government, rather than the Government having 
« Claim against him. 

However, in the Shannon case the Shannon Elevator Co. thought 
it had a claim against the Government; instead the Government had 
au claim against Shannon. And the matter is now in court. And 
until the matter is settled I do not think we will know which way 
itis. But I do believe that we ought to be able to mention these mat- 
ters and ask that the investigator look into them without them getting 
into a record of this nature. 

And I think that Mr. Cotter’s statement in the record, along with 
this other, ought to be sufficient warning that there is no accusation 
against the Roberts firm of that nature. 

The Cuamman. Well, how it came about yesterday was, Senator 
Anderson 

Senator Anperson. I think what you did yesterday was perfectly 
proper, 

The Cuarrman. I did not know the amount involved. 

Senator ANprerson. The name has been brought up on the list of 
Mr. White’s. I think the information you put in the record was not 
only proper but was desirable, because it did supply defense for the 
Roberts Co. 

The CuHarman. What I am doing now is, instead of getting these 
excerpts that we read in the record yesterday, I will get the whole 
file, as much as can be gathered, from the various files that are now 
in the PMA office in Dallas. 

Senator Kem. Before you get into the Roberts case, I would like 
to ask Mr. White a question or two about these others. 

Did the warehouse trade, generally, know that you were sending 
out these orders in excess of the amount of grain you actually expected 
to move ‘ 

Mr. Wurre. I do not think they did, Senator. 

Senator Kem. They did not know that when*vou gave an order you 
did not necessarily mean it? 

Mr. Wuirr. No. As a matter of fact, I would not even say that 
we did not necessarily mean it, even on the ones we have talked about. 

As a matter of fact, some of those orders in excess of a million that 
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we needed we would let stay in effect, because they were people 
whose equipment was such that they could not load very fast. And 
as a matter of fact, on some of those that we are talking about, if 
they loaded we did go ahead and accept the grain and send it to 
our terminals. They sent it down to the port, because we could load 
faster out of terminals. 

Senator Kem. If you were issuing four times as many orders as 
you expected to be provided with in terms of bushels, the failure of 
a warehouseman to comply with the order was not particularly a 
worthy fact then in your opinion / 

Mr. Wuire. Well, it was and it was not. I would say that it was 
not as worthy as maybe you gentlemen seem to think it was. 

Senator Kem. When did you begin to think of that as a rather 
serious matter / 

Mr. Wurre. Well, when we had done enough checking, within our 
own shop, to see that some of these loading orders had been outstand 
ing too long and we had sent our inspector out, and we had found 
that; the reasons were that they were short then, of course, you might 
say that is when we really saw what was going on in some instances. 

Senator Kem. You realize it was a serious matter before you came 
here to testify before this committee ? 

Mr. Wuire. Yes, sir. 

Mr. Soromon. Could I add one thing to what Mr. White has said / 

Mr. Wuire. I would say we realized it about last June or July. 

The Cuatrman. All right. Mr. Solomon. 

Mr. Soromon. In addition to being able to go into inland terminals 
with the surplus shipments we had a backlog commitment from port 
terminals. For example, we had a million and a half bushels during 
most of this period at Galveston wharves. We could put a million 
and a half bushels in there as a backlog to ship out of. We were not 
out on a limb on the thing. 

We were in daily contact with the carriers to see how the car situa- 
tion was. 

We were in daily contact with the inland terminals to see how much 
they could take if we were unable to ship. 

You always have to order more grain than you have commitments 
for, because some of it will not make the grade. And if the depart- 
ment has commitments for a particular grade in the grain we had to 
deliver that grade. 

The CHarrman. Now, to revert to—— 

Mr. Wuirr. May I say just one other thing’? I gave that four 
million and one million as an illustration yesterday. That was not 
a common practice, or it was not something we did regularly. It was 
something we did on occasion. 

We had many, many shipments that we had to make, and issued 
many, many loading orders without that element being in there to that 
extent. 

Senator Kem. Thank you, Mr. Chairman. 

The Cuarrman. All right. 

As I pointed out yesterday the correspondence that was had be- 
tween PMA in Dallas and you with reference to this grain that was 
stored by the Roberts Feed Co., May 11, 1950—the correspondence 
shows that Mr. Roberts wrote that 35,000 bushels of wheat was out-of- 
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condition and was seriously damaged from weevils. The correspond- 
ence further shows that there was no inspection made of that until 4 
months after you got this notification of May 11. 

Did you not find it serious enough to make this inspection when 
you got that notice that the wheat was weevilly, and that the Govern- 
ment would stand to lose unless the inspection was made and the 
wheat moved / 

Mr. Wuirr. Senator Ellender, I would like to make a general state- 
ment, and then I would like for Mr. Solomon to carry on, because I do 
not recall that case until about a few days before the first of January 
of this year, although I may have heard of it before. 

Here is the general explanation. 

Under section 10, of the uniform grain storage agreement, there is 
language to the effect that whenever a w arehouseman feels that grain 
is going out of condition in his warehouse he shall have an inspection 
made and that he shall notify us of the results of that inspection 
at the same time that he requests that the grain be loaded out. 

When we get that we have two discretions: One discretion is to 
tuke his word for it and load it out. The other discretion is to send 
our own grain examiner out there to look it over. 

In addition to that particular language it, also, says that this grain 
inspector may either be a grain inspector licensed under the United 
States inspection standards or whatever you call it, or it may be 
an inspector mutually agreed upon between the warehouseman and 
the Commodity Credit Corporation. 

Now the clause or the contract further contemplates that there will 
be instances in which we will not agree with the warehouseman that 
the grain is going out of condition, in which case we leave it there, 
and it is a matter of our judgment—usually, of course, the judgment 
of an inspector that we would send, as against the judgment of the 
warehouseman. And, of course, in the matter of grain ahead of time 
it is not an exact science, and there can be and will be and have been 
instances in which our inspector’s judgment did not prove to be 
correct. 

The CuatrmMan. You mean it is an exact science to find out whether 
wheat is weevilly ? 

Mr. Wuire. It is not an exact science about grain going out of 
condition. 

The CuarrmMan. Well, in this instance, though, you were notified 
in May that this wheat was weevilly and the correspondence further 
shows that an inspection was made in August, not of the wheat but of 
something else, some other grain that the Roberts Feed Co. had, but 
no attention was paid to the wheat. And when an inspection was fi- 
nally made it was found to be weevilly, and by that time, of course, the 
losses were greater than was anticipated. 

Mr. Wuire. I am going to have to ask Mr. Solomon to answer 
your specific question, “but I would like to continue to add that there 
have been instances in which we received such reports and in which 
our inspector went out to the warehouse and in which, after he in- 
spected and talked to the warehouseman, even if it showed weevil, that 
it was agreed that with proper turning and conditioning and fumi- 
gation on the part of the warehouseman, which he is required to do 
under the contract, that it could stay, and it did not need to be moved. 

And in most of those instances, in all of them so far as I know, 
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we have not found at a later date that we were wrong and they were 
right as to their first assertion. 

The Cuatrrman. Will Mr. Solomon tell us then whether or not this 
condition existed at the Roberts Feed Co., that is, ‘did your inspector 
find that the grain could be moved and fumigated—just tell us what 
the story 1s. 

Mr. Sotomon. As I recall he reported that with the facilities that 
Mr. Roberts had that he could fumigate. 

I would like to point out in that connection that the contract pro- 
vided that he would fumigate the grain. Part of the payments which 
were made to him for storage included an amount for fumigation. 

The responsibility was his to fumigate. 

I would like to comment on something that Mr. White said a minute 
ago. The contract actually provides that in the event the warehouse- 
man feels that his grain is going out of condition that he shall ask 
the Federal inspector to come out and inspect the grain. And we are 
legally put on notice as of the date of the inspection or the notice, 
whichever is later. 

In Mr. Roberts’ case, as I recall the situation, it was considered that 
he could fumigate that grain and that when it was all loaded out at 
the time of that inspection 

The Cuairman. When did you find out that it could be fumigated ? 

Mr. Soromon. Would make the grade. Sir? 

The CuHamrman. When did you find out it could have been 
fumigated ¢ 

Mr. Sotomon. I do not remember the date of inspection. I believe 
your investigators will have that. 

The CuatrMan. It was in August, and the notice was sent in May? 

Mr. Sovomon. Mr. Chairman, may I point out— 

The Cuarman. And the inspection was made—an inspection was 
made in August of other grain on the premises, and they did not 
inspect the wheat / 

Mr. Soromon. May I point out, Mr. Chairman, that the responsi- 
bility was his to have the grain inspected and to notify us. Unless he 
did both, we were not legally put on notice that the grain was going 
out of condition. 

The CHamman. Did he, at any time, send you an inspection certifi 
cate to the effect that the wheat was weevilly / 

Mr. Sotomon. Mr. Chairman, if he did, I do not recall it. 

The CrarrMan. And you say that was necessary / 

Mr. Sotomon. That was necessary. 

The Cuarrman. The letter from him would not have sufficed under 
the contract ? 

Mr. Sctomon. That is right. 

The CuarrMan. Is that your interpretation of it ¢ 

Mr. Sotomon. That is right, sir. 

Mr. Wuire. I would like to read from the contract. 

The Cuarrman. As I say, I am sorry that we do not have all of the 
information at hand, but while you are on the stand I thought we 
would get your side of the picture. 

Senator Anperson. Can you read the pertinent section from the 
contract there, the applicable section ¢ 

Mr. Wuitr. I think I can just read the part that is applicable. 
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This is section 10 of the uniform grain storage agreement. 

(a) The warehouseman, at his own expense, shall take all necessary steps to 
keep all of the grain which is stored in the warehouse, whether commingled o1 
identity preserved, from going out of condition, and shall condition any such 
grain which is out of condition or in danger of becoming so. 

Now then, the part here about the inspection. 

Senator Anprerson. By that the responsibility is on him to keep this 
grain in condition / 

Mr. Wurre. Yes. 

Mr. Soromon, Yes. 

The Cuarmman. Therefore, a mere letter, unless accompanied 
by—— 

Senator ANperson. By evidence. 

The Cuamman. By an inspection certificate—but where is that in 
the contract / 

Mr. Wuirr. Section 10. 

Senator Hottanp. What is the rest of that section that you say 

Mr. Wurre. I am trying to locate it. 

Senator HotLanp. Bears on this subject ? 

Senator Anperson. While he is hunting for that, Mr. Chairman, 
it seems to me that some of these cases—that is, some of these cases 
then there is a lot responsibility on the warehouseman. He does get 
money to fumigate. He does get money to keep it in condition. And 
it is his responsibility to keep it and not the Department's responsi- 
bility. 

The Cuarmman. I think it was made plain yesterday by Mr. White, 
in answer to some questions by you, Senator, that the Government had 


to depend quite a lot on the local warehouseman to perform the contract 
that he had signed here. 

Senator Kem. Would you not agree that it was up to the Department 
to see that a local warehouseman was performing his duties under the 


contract ¢ 

The Cuamman. If you have enough inspectors, but as was pointed 
out 3 weeks ago it would, probably, take $30 million to do that, to get 
enough inspectors to follow through with every bushel of grain. 

Senator Kem. Was that brought to the attention of Congress or the 
Appropriations Committee, that they did not have inspectors neces- 
sary to see that the grain was being properly cared for? 

The Cuatrman. I do not know whether that specific amount was 
brought to Congress, but I do know that others were brought and 
sharp knives were used to cut them back as much as possible. 

And I am almost positive—I am on the Appropriations Committee— 
that you could not get out of Congress $30 million to do this job of 
inspection as it ought to be done. 

Senator Anperson. Did we not get the meat inspectors cut off ¢ 

The Cuatrman. That is right. 

Senator Youne. As I recall, the Commodity Credit Corporation is 
not limited specifically to an amount of personnel it can hire. That 
is, it operates on its borrowing authority without much limitation. 
As I recall, we do not go into the amount of personnel that the 
Commodity Credit Corporation hires for operation of the price- 
support program. 

Senator Kem. They have the authority to hire what they deem 


necessary. 
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Senator Younc. That is my recollection. 

Senator Anperson. I question that. 

Senator Jounston. Is it not true that if you had to go out and 
inspect everyone that would write a letter in and say that the grain 
was, probably deteriorating, and then lay it on the Government from 
then on—is it not true that if you followed that up without having 
an inspection made that it would take an untold matte Ho of inspectors 

Senator Kem. In dollars, how much grain did you have stored 1 
your district, Mr. White, approximately, roughly ? 

Mr. Wurre. At one time yesterday I mentioned when we started out 
that I think at one time when we took it over from Kansas C ity it 
was approximately $400 million worth. That is quite a large amount. 

Senator Kem. How many inspectors did you have looking after 
this $400 million worth of Government property ? 

Mr. Wuire. Senator, we had only one inspector, but it was not part 
of his duty to go around and make regular inspections. 

Senator Kem. You did not have any inspectors then looking after 
this property ? 

Mr. Wurrr. Not to go out and make regular periodic inspections. 

Senator Kem. Did you have any other individuals who would go 
around ¢ 

Mr. Wurrr. Not on a regular basis. This one inspector we had 
was sent out, for example, on deals like this, or if a man was slow 
in getting out his loading orders we used him for that. He was a 
trouble-shooter, I would guess you would say. 

Senator ANpERsoNn. Did you read the rest of that section ? 

Mr. Wurre. I located it, though, if you are ready for it. 

The Cuarrman. But as you stated yesterday, in further answer 
to Senator Kem’s question, you did depend on this contract ? 

Mr. W Hitr. Yes, sir. 

The Cuarman. How? For performance by the warehouseman the 
same as other seed men would do? 

Mr. Wuire. Yes, sir. I do not think that the contract is too bad. 
I think it is pretty good. I would like to read this part of it. This 
is the rest: 

If after the exercise of such care in receiving, storing, and conditioning of 
such grain as a reasonably prudent owner thereof would exercise, deterioration 
cannot be prevented by conditioning as determined by an inspection at the ex- 
pense of the warehouseman (such inspection to be performed by an inspector 
licensed under the United States Grain Standards Act or by an inspector agreed 
upon promptly by the warehouseman and Commodity) the warehouseman shall 
immediately notify Commodity of such fact 

And then it says, which is pertinent : 

Unless the warehouseman fails to exercise due care or fails to comply with 
the directions of the Commodity, he shall be liable for deterioration in the 
quality of such grain which is determined to be out of condition or in danger of 
becoming so 


The Cuatrman. You say it is your present recollection that at no 
time did you receive a certificate of inspection from this warehouse- 
man showing that the grain was weevilly? 

Mr. Wurrer. That is my recollection, but— 

Senator ANpErson. Would it be possible to determine whether you 
ever had a Federal inspector ? 


Mr. Wuire. Yes. 
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Senator Anperson. The Federal inspectors are required to keep a 
list of all of the work they do. If there was no Federal inspection 
that had such a report, then Mr. Roberts did not get the inspection, 
unless you had mutually agreed with him upon another inspector 
not licensed by the Federal Government. Did you ever have some 
agreement ¢ 

Mr. Wurre. Not that I know of, Mr. Anderson. 

Senator Kem. One thing we are interested in, Mr. White, is what 
changes in the law, in the practice, ought to be made in the future. 

Do you think it is safe, a sound, businesslike procedure to allow 
$400 million worth of property, Government property, to be in these 
warehouses without some check from time to time, at irregular inter 
vals, as to whether it is there and whether it is safe and whether it 
is in good condition ¢ 

Mr. Wurre. No, sir; I do not think so. 

Senator Kem. You know we have never been able here in Congress 
to find out how to pass a self-executing law. 

Have you ever found out how to make a self-executing contract ! 

Mr. Wuirre. No, sir. There is just a matter of, I will say, policy. 
And I understand that in the past, in considering the desirability of 
having these warehouses inspected periodically, that it has been the 
feeling at the Washington level that the expense was too great, that 
in terms of the amount of damage, or the amount of conversion that 
actually occurred without it as compared to the cost, if you did have 
it, that the decision had been made, rightly or wrongly, that they 
would not have it. 

The CHatrman. And the same thing, as I remember, was brought 
out here the other day in connection with the bond. You could 
bond these losses 100 percent, but the cost of that bond would have 
been much greater than the losses that would be sustained by not having 
full protection. 

Senator Anperson. I do think there ought to go into the record 
at this point that the decision reached by the Department of Agricul- 
ture in this matter was not rightly reached. This work has all 
happened under my successor over there, with whom I have not 
always agreed, but I must say that I do not think that he has failed 
with reference to the providing of inspectors. I do not think it is 
possible for the Department of Agriculture to provide inspectors 
on grain. We discussed that at a previous time. You have millions 
of dollars worth of grain stored around the country, and over a long 
period of years there have been practically no losses. You could 
take a series of 20 years in a row, and there would never be a con- 
version case, nor a nickel’s worth of loss in spoilage to the Government. 

Senator Kem. What you have to say does not apply to recent ex 
perience. 

Senator Anperson. No, no. What I am trying to say is that when 
the grain multiplies so tremendously, and the stocks were so large 
that they had to go away from the established grain trade and the 
well-conducted houses, then they did get into trouble. I quarreled 
with the grain trade, I think pretty consistently when I was over 
at the Department, but I found them pretty good people, when it 
came to watching Government property. And I think, generally 
speaking, they will take care of you. 
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I do say that when this unusual situation arose and a great deal of 
extra grain was stored I think there might have been some extra super- 
vision, but, generally speaking, the policy is all right when the grain 
is being stored in well-established federally inspected and federally 
regulated warehouses. 

It is only when they get out in the flat houses and into the type of 
thing that they were dealing with here that they were in trouble. 

I quite agree that when they were in that type of warehouse the 
Department should have been on an unusual notice, perhaps, and 
might have tried to do something about it. 

Senator Kem. You would agree there ought to be inspection under 
the conditions that existed in the past few years? 

Senator Anperson. I think any time grain gets out of the federally 
inspected warehouses and out of the control of large, well-organized 
firms, when it is handled by people who organize warehouses for the 
sole purpose of putting Government grain into them, you will be in 
trouble and have to inspect them much more carefully. 

Senator Kem. Is this not true, Mr. Chairman, that if you do not 
have inspections, and if you deal with warehousemen like Senator 
Anderson speaks of, that sooner or later the rats are going to find the 
cheese as Jesse Jones says ¢ 

Senator Arken. Mr. Chairman, I think there is another point that 
it is well to recognize and take into consideration; that is, that any 
business, to be successful, requires the maintenance of a line of re- 
sponsibility and authority from the top right down through to the 
lowest level. 

From Mr. White’s testimony I gathered that he did not get regular 
reports or keep regular close supervision over some of the people who 
were under him; that is, on the levels under him. 

I am wondering what methods did the Commodity Credit office in 
Washington use to keep a check on your work. Did you make regular 
reports‘ Were you required to make regular reports to them‘ If 
not what means did they employ to constantly be aware of the kind 
of work your office was doing under you?’ Because if that line of 
responsibility is broken anywhere then it throws the whole thing out 
of order. It just does not work and you do not get good results. 

What method did they employ to use to check on you and the work 
of your office ¢ 

Mr. Wurre. Well, Senator, the Washington office referred a great 
many reports. I do not remember the number, but I would say, prob- 
ably, one to two hundred a month that we made to our Washington 
office. As a matter of fact, I think that we complained a great deal 
as to the amount of time it took to make those reports, but I do not 
believe that the Washington office ever asked or ever required a report 
on the position of outstanding loading orders, which is what we are 
talking about right now. 

Senator Arken. When did the Washington office first indicate to 
you that your work was not satisfactory to them / 

Mr. Wuire. Well, they indicated—that is the sort of question I 
would have to say that came on December 29, 1951. 

Senator Arken. That is all. 

The Cuarrman. The uniform grain storage agreement will be put 
in the record at this point. 








204 STORAGE AND PROCESSING ACTIVITIES OF CCC 


(The document entitled, “Uniform Grain Storage Agreement,” 
us follows :) 
Exutsir No. 10 
U. S. DEPARTMENT OF AGRICULTURE 
PRODUCTION AND MARKETING ADMINISTRATION 
ComMMOpITY CREDIT CORPORATION 


COMMODITY CREDIT 
CORPORATION FORM 25 
(4-77-50) 
FORMERLY CCC FORM H 


UNIFORM GRAIN STORAGE AGREEMENT 


pee. Lee... 
1. This Agreement, made and entered into this Gay of ...... oe 
19____, by and between Commodity Credit Corporation, hereinafter referred to 
as “Commodity”, and MPS sent, PE : -....---, With principal place 
of business at a oA = : ; 
hereinafter referred to as the “Warehouseman”™ : 


WITNESSETH : 
2. WHEREAS, the warehouseman represents that he owns or operates the 


elevator(s) or warehouse(s) located in the state(s) of... -.---.---_____ Le 


and described on the attached “Schedule of Warehouses’ 
tor(s) or warehouse(s), hereinafter referred to as the “warehouse”, has the 
equipment and facilities which are listed in his application for approval under 
the Uniform Grain Storage Agreement for the receiving, handling, conditioning, 
warehousing, storing and loading out of grain; and 

3. WHEREAS, Commodity desires that the facilities of the warehouse be made 
available with respect to grain as defined in this agreement, owned by, or in the 
possession of, Commodity or any other agency of the United States under the 
general supervision of the Secretary of Agriculture, or in the possession of any 
lending agency in connection with a loan made available by Commodity, or, as 
of the date of deposit, grain which is deposited in the warehouse by a producer, 
and later is delivered to Commodity under a price support “Purchase Agree- 
ment”, or becomes security for a loan made, or made available, by Commodity 
(such grain being hereinafter referred to as “the grain” or as “grain subject 
to the terms of this agreement”’) : 

4. Now, THEREFORE, in consideration of the premises, the- parties hereto 
covenant and agree as follows: 

5. AGREEMENT TO COVER ALL THE GRAIN ACCEPTED—AII the grain accepted by the 
warehouseman shall be received, stored (if the grain is in storable condition) 
up to the capacity made available by him, conditioned, loaded out and shipped 
as requested by the owner or other authorized person or agency and in accord- 
ance with the provisions of this agreement and the applicable Uniform Grain 
Storage Agreement Schedule of Rates (hereinafter referred to as “Schedule 
of Rates”). 

6. BASIS ON WHICH GRAIN IS STORED OR HANDLED—(a) All the grain stored in 
the warehouse shall be deemed to be stored commingled with other grain, and 
the responsibility of the warehouseman with respect thereto shall be as if stored 
commingled, unless Commodity has specially authorized the grain to be stored 
identity preserved in such a manner that the actual grain deposited and no 
other may be delivered to the holder of the warehouse receipt, and unless the 

varehouse receipt or accompanying certificate is plainly marked in a manner 

satisfactory to Commodity that the grain is stored identity preserved. Grain 
subject to the terms of this agreement accepted by the warehouseman for storage 
may be required to be stored identity preserved only to the extent that he makes 
space available for that purpose. 

(b) Grain subject to the terms of this agreement accepted by the warehouse- 
man for handling only which is not of a storable grade and quality shall be 
handled identity preserved. If the grain accepted for handling only is of 
storable grade and quality, it shall be deemed to be commingled with other grain, 
and the responsibility of the warehouseman with respect thereto shall be as if 
stored commingled, in the absence of a special agreement between Commodity 
and the warehouseman that it shall be handled identity preserved. 
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7. OBLIGATION TO MAINTAIN STOCKS IN WAREHOUSE—(a) With respect to the 
grain stored commingled, the warehouseman shall at all times maintain in the 
warehouse indicated on the warehouse receipts and in which the grain was 
originaily deposited for storage a stock of grain of the quantity, class, grade, 
and quality which he is obligated to deliver under the warehouse receipts. 

(b) With respect to the grain which is stored identity preserved, the ware- 
houseman shall at all times maintain the identical grain in the warehouse 
indicated in the warehouse receipt. 

8. DETERMINATION OF INBOUND WEIGHTS AND GRADES—The class, grade, quality 
and quantity of all the grain received into the warehouse, whether for storage 
or for handling only, and whether it is to be commingled or identity preserved, 
shall be determined on the basis of official weights and grades at the warehouse 
location, if official weights and grades can be determined at that point, other- 
wise the weights and grades shall be determined by the best available means 
at the warehouse location, and, upon the request of the owner of the grain or 
the warehouseman, the grades shall be determined by the grading laboratory 
maintained under the supervision of the State Office of the Production and 
Marketing Administration of the State where the warehouse is located, or any 
grading laboratory qualified to issue official grade certificates, on the basis of 
a sample taken by a licensed sampler, or a sample which the owner and ware- 
houseman agree to be representative. 

9. WAREHOUSE RECEIPTS AND CERTIFICATES—(a) With respect to the grain 
which is accepted by the warehouseman for storage, the warehouseman shall 
upon receipt of the grain, or when grain in store is purchased by Commodity, 
issue, in form approved by Commodity, negotiable or nonnegotiable warehouse 
receipts as requested by the person or agency entitled thereto and shall indicate 
thereon the manner by which the grain was received by him (i. e., wagon, truck, 
rail, barge, ship, ete.). The warehouseman shall, if requested, make available 
to Commodity all available official weight, inspection, and protein certificates 
and shall, if requested, execute in such form as Commodity may prescribe, a 
supplemental certificate to accompany the warehouse receipt, setting out all 
grading factors shown on the official inspection and protein certificates. When 
official weight, inspection and protein certificates are not available, the ware 
houseman shall, if requested by Commodity, execute in such form as Commodity 
shall prescribe, a supplemental certificate to accompany the warehouse receipt, 
setting out the class, grade, percentage of damage, test weight, foreign material 
content, protein content, moisture content, and any other grading factors af- 
fecting the quality of the grain, as determined in accordance with section 8 

(b) With respect to the grain which is accepted by the warehouseman for 
handling only, the warehouseman shall execute a certificate, on such form as 
Commodity may prescribe, as to the quantity, class, grade, test weight, percentage 
of damage, foreign material content, protein content, moisture content, and any 
other grading factors affecting the quality of the grain, as determined in accord 
ance with section 8. 

10. RESPONSIBILITY FOR CONDITION OF GRAIN—(a) The warehouseman, at his 
own expense, shall take all necessary steps to keep all of the grain which is 
stored in the warehouse, whether commingled or identity preserved, from going 
out of condition, and shall condition any such grain which is out of condition 
or in danger of becoming so, to the extent that the warehouse is equipped to do 
so. The warehouseman shall promptly notify Commodity if any of the grain 
requires drying, and if authorized by Commodity, shall promptly dry the grain 
if the warehouse is equipped with drying facilities, payment therefor to be 
made at a rate agreed to by Commodity and the warehouseman or, if no rate 
is agreed to, at the warehouseman’s customary rate, except that no payment 
shall be made for drying which is necessitated by negligence on the part of 
the warehouseman. If after the exercise of such care in receiving, storing, and 
conditioning of such grain as a reasonably prudent owner thereof would exer 
cise, deterioration cannot be prevented by conditioning as determined by an 
inspection at the expense of the warehouseman (such inspection to be performed 
by an inspector licensed under the United States Grain Standards Act or by an 
inspector agreed upon promptly by the warehouseman and Commodity) the 
warehouseman shall immediately notify Commodity of such fact, if the ware 
house receipts held by Commodity are the oldest outstanding receipts represent 
ing the commingled grain which is out of condition, or in danger of becoming so, 
or if such grain is stored identity preserved under this agreement, and shall 
dispose of, or care for, such grain at the expense of and in accordance with the 
directions of Commodity. Unless the warehouseman fails to exercise due care 
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or fails to comply with the directions of Commodity, he shall be liable for de 
terioration in the quality of such grain which is determined to be out of condi 
tion or in danger of becoming so only until the date he notifies Commodity or 
the date such inspection is performed, whichever is later. 

(b) Commodity hereby designates the warehouseman as its agent for the 
purpose of effecting the removal of the seal on any bin of grain stored 
identity preserved, in order for the warehouseman to comply with his obligation 
to condition such grain. 

11. LOAD OUT REQUIREMENTS—(a) If rail facilities are not available at the 
elevator(s) or warehouse(s) described on the attached “Schedule of Ware- 
houses”, the warehouseman shall upon surrender of warehouse receipts repre- 
senting the grain stored in such elevator(s) or warehouse(s), when so requested 
by Commodity, deliver the grain into railroad cars or other transportation 
conveyance at the delivery point indicated in column 3, “Schedule of Ware- 
house”, and the provisions of this agreement, including the requirement for 
insurance, shall apply to such grain until loaded into the transportation con- 
veyance and accepted by the carrier. 

(b) Upen the surrender of warehouse receipts representing grain subject 
to the terms of this agreement which is stored commingled at a location where 
official grades and quality determinations are available, the warehouseman shall 
load out grain of the same class and quantity as that described on the ware- 
house receipts and accompanying documents, and: 

(i) If Commodity surrenders warehouse receipts representing grain of differ- 
ent numerical grades on a loading order calling for the load out of grain of 
a uniform grade and quality, the warehouseman shall, if he is able to do so, 
load out grain of a uniform grade and quality equal to the weighted average of 
all grades and qualities described on the warehouse receipts and accompanying 
documents. If such weighted average quality is met by the total delivery on 
the loading order, and if no car accepted by Commodity falls below the numerical 
grade called for by the loading order, such delivery shall be accepted without 
settlement for quality differences. If the warehouseman is unable to load out 
grain of such uniform grade and quality against the warehouse receipts sur- 
rendered, he shall so notify Commodity before loading out the grain so that an 
appropriate understanding may be reached with respect to loading out the 
uniform grade and quality. 

(ii) If the warehouseman notifies Commodity that he cannot load out the 

uniform grade and quality called for by the loading order and an understanding 
is not reached with respect to loading out a uniform grade and quality, or if 
the loading order does not call for a uniform grade and quality, the ware- 
houseman shall load out grain equal to the numerical grade and to the weighted 
average quality described on the warehouse receipts and accompanying documents 
for each numerical grade. Any cars falling below the applicable numerical 
grade may be rejected by Commodity or accepted and settlement, as provided 
in section 13, made for the difference between the value of such car of grain 
and the value of grain of the weighted average quality shown on the warehouse 
receipts and accompanying documents calling for the numerical grade. In the 
event such weighted average quality for any numerical grade is not met by 
the weighted average quality of the grain loaded out which is applicable to 
such numerical grade, any car of grain falling below such weighted average 
quality, even though within the numerical grade, may be rejected by Commodity, 
or accepted and settlement, as provided in section 13, made for the difference 
between the value of such car of grain and the value of grain of the weighted 
average quality shown on the warehouse receipts and accompanying documents 
calling for the numerical grade. 
For the purpose of (i) and (ii) above, to the extent that grading factors are 
not shown on the inspection certificate, delivery of the numerical grade thereon 
specified (as provided in official United States Grain Standards) shall satisfy 
the warehouseman’s obligation (except as to protein content of wheat); it 
being specifically understood and agreed, however, that this provision shall not 
be construed as permitting the warehouseman to deliberately take advantage 
of the tolerances allowed under the United States Grain Standards Act or to 
depart from ethical warehousing practices. 

(c) Upon the surrender of warehouse receipts representing grain subject 
to the terms of this agreement which is stored commingled at a location where 
official grades and quality determinations are not available, the warehouseman 
shall load out or deliver grain of the same class and quantity and of a grade 
and quality fairly representative of the grain described on the warehouse receipts 
and accompanying documents. 
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(d) With respect to handling only grain not identity preserved, the ware- 
houseman shall load out grain of the same class and quantity and of a grade 
and quality fairly representative of the grain described on the certificates 
provided for in section 9 (b). 

(e) Upon surrender of warehouse receipts representing the grain which is 
stored identity preserved, and in the case of grain which is tendered to the ware- 
houseman for handling only on an identity preserved basis, the warehouseman 
shall load out or deliver the identical grain received. 

(f) In connection with the load out of and settlement for wheat, the ware- 
houseman shall be allowed a protein tolerance of three-tenths of one percent 
from that determined by an official protein laboratory or a protein laboratory 
approved by Commodity and shown on the warehouse receipt or other documents. 
With respect to warehouses at locations where official grades are not available, 
such protein tolerance shall not be allowed unless the protein content of each 
lot of the wheat received by the warehouse is determined by such an official or 
approved protein laboratory. 

(g) If the Official Grain Standards of the United States for the grain involved 
are changed after the grain is received in storage and before it is loaded out, 
the standards in effect at the time the grain was received into storage shall 
govern the responsibility of the warehouseman for loading ont the grain and 
settlement with respect to the grain loaded out. 

2. DETERMINATION OF WEIGHTS AND GRADES ON LOAD out.—The class, grade, 
quality and quantity of all the grain loaded out by the warehouseman, whether 
stored or handled only, commingled or identity preserved, shall be determined 
on the basis of official weights and grades at the warehouse location, or if 
official weights or grades are not available at such point, on the basis of official 
weights and/or grades at destination or at the inspection point shown on the 
shipping order furnished the warehouseman, which, unless otherwise agreed, 
shall be the customary location on the route of shipment of an inspector licensed 
under the United States Grain Standards Act. Such inspection shall be for 
the account of Commodity. In the event either party calls for federal appeal 
reinspection, such reinspection shall be final and the expense thereof shall be for 
the account of the party requesting reinspection. 

13. SETTLEMENT FOR LOAD oUT.—(a) Settlement with respect to each individual 
warehouse for differences in value between the grain loaded out and the grain 
described on the warehouse receipts and accompanying documents or on the 
certificates provided for in section 9 (b) shall be made in accordance with this 
section: Provided, That: 

(i) In the case of warehouses at locations where official weights and grades 
are available, Commodity shall have the election to reject grain not meeting the 
applicable requirements of section 11, and the warehouseman shall not be given 
credit for loading out the quantity of grain rejected. If the grain is rejected 
at destination, Commodity shall sell such grain for the account of the ware- 
houseman unless the warehouseman has requested that rejected grain be held 
for his account. Rejection at destination shall be on the basis of offigial grades 
at the loading warehouse location. 

(ii) In the case of warehouses at locations where official weights and grades 
are not available, Commodity shall have the election to reject grain not meeting 
the applicable requirements of section 11, but the warehouseman shall pay 
Commodity the value of the grain which should have been delivered rather than 
replacing such rejected grain. Commodity shall sell rejected grain for the 
account of the warehouseman unless the warehouseman has requested that 
rejected grain be held for his account. 

(b) Subject to the provisions of Section 11, the warehouseman and Com- 
modity shall make settlement with respect to each loading order for the differ- 
ence between the value of the quantity and quality of the commingled grain 
which is loaded out by the warehouseman from locations where official weights 
and grades are available and which is accepted by Commodity, and the grain 
described on the warehouse receipts and accompanying documents surrendered 
by Commodity or on the certificates provided for in section 9 (b), on the basis 
of cash prices current in the applicable terminal market as of the date of inspec- 
tion of the final shipment under the applicable order to load out, except that 
the warehouseman shall not receive any credit for overdelivery in quality as 
between loading orders. 

(c) Subject to the provisions of section 11, the warehouseman and Com- 
modity shall make settlement for the difference between the value of the quan- 
tity and quality of the commingled grain which is loaded out by the warehouse- 
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man from locations where official weights and grades are not available and which 
is accepted by Commodity, afd the grain described on the warehouse receipts 
and accompanying documents surrendered by Commodity or on the certificates 
provided for in section 9 (b), on the basis of cash prices current in the appli- 
cable terminal market as of the date the final shipment under the applicable 
order to load out is accepted by the carrier; Provided, That, the warehouseman 
shall be allowed a quantity tolerance of one-eighth of one percent on the gross 
loading weight of short weight cars with respect to which the official report of 
the condition of the car shows evidence of actual loss. The value of over 
deliveries in quality of each kind of grain shall be applied against the value of 
underdeliveries in quality of the same kind of grain until all grain of each year's 
crop has been shipped, sold, or otherwise disposed of, or during such period of 
time as may be mutually agreed upon, except that the value of any underdelivery 
in quality of grain delivered which is determined to be of sample grade shall 
not be eligible for offset. The value of any overdelivery in quality not so offset 
in making settlement for the year’s crop, or during such agreed period of time. 
whichever is applicable, shall be dropped. 

(d) In making settlement for load out of grain which is stored identity pre 
served, or grain which is tendered to the warehouseman for handling only on an 
identity preserved basis, the warehouseman shall be liable for shrinkage in 
weight and for deficiencies in the quality of the grain only in the event such 
shrinkage or deficiencies in quality results from his failure to use due care or his 
failure to provide appropriate warehousing services: Provided: That, if such 
grain is commingled with other grain, the warehouseman’s liability shall be 
as defined in sections 11, 12, 13 (b) and (ce). 

14. SACKED GRAIN—Subject to all other provisions of this agreement, the ware- 
houseman may store the grain either in bulk, or, when customary, in sacks, but 
unless the holder of the warehouse receipts representing grain received in sacks 
directs loading out in sacks, the warehouseman shall load out all the grain in 
bulk. When grain received in sacks is bulked, the empty sacks shall be baled and 
retained by the warehouseman for the account and subject to order of the 
owner. 

15. INsuRANcE—Without in any way limiting his obligation under the other 
provisions of this agreement, the warehouseman shall insure and at all times 
keep insured, in his own name, all the grain for the full market value thereof 
(rather than the support price), against loss or damage by fire, lightning, inher 
ent explosion, windstorm, cyclone, or tornado, and, in the event of any loss or 
damage to the grain, or to the warehouse, whether or not such loss was insured 
against, he shall immediately notify Commodity and the holders of the ware- 
house receipts and the certificates provided for in section 9 (b) representing 
such grain, as the holders appear on the records of the warehouseman, and he 
shall at his own expense promptly take the steps necessary to collect any moneys 
which may be due as indemnity for such loss or damage, including the bringing 
of suit, and, as soon as collected, shall pay to the holders of such warehouse 
receipts and certificates such moneys as may be collected for the loss or damage. 
For purposes of this section, “full market value” shall mean the value required by 
law to be used by underwriters in paying for losses of grain insured for its 
actual cash value. The warehouseman shall pay to the holders of the ware 
house receipts and certificates, in addition to the insurance proceeds, any amount 
by which the insurance proceeds are less than such full market value, whether 
resulting from failure to collect in full from the insurer, failure to obtain a 
policy affording full coverage, or failure to report the total value of grain on 
hand on the last reporting date under a reporting form of policy. In the event 
the warehouseman insures against hazards to the grain not specified herein, 
such insurance shall inure to the benefit of the holders of the warehouse receipts 
and certificates, 

16. TARIFF REQUIREMENTS—TRANSIT TONNAGE.—(a) The warehouseman shall 
observe the transportation agency’s lawful tariffs and loading and unloading 
requirements, and shall indemnify Commodity against losses in weight due to 
the warehouseman’s error in weighing or failure to remove all the grain from the 
transportation conveyance on unloading. The warehouseman shall indemnify 
Commodity against minimum weight penalties and demurrage (including storage 
in transportation equipment), except where incurred due to circumstances be 
yond the warehouseman’s control. The warehouseman shall assume all inbound 
switching charges which are recoverable or which are absorbed by the carrier 
on outbound shipments, and all excess freight charges resulting from misrouting 
at variance with instructions issued by Commodity. If official weights are not 
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available at the warehouse location, the warehouseman shall reimburse Com 
modity for any excess freight charges resulting from overshipment of dockage 
which are not offset by savings in freight charges resulting from undershipment 
of dockage 

(b) Except as otherwise directed by Commodity, the warehouseman shall 
hold and subject to the provisions of this section, record for transit in his own 
name each freight and switching bill, transit tonnage or credit slip in connection 
with the grain, within the period of time required by and in accordance with the 
carrier’s lawful published tariffs. Immediately upon receipt of any such freight 
or switching bill or transit tonnage or credit slip, the warehouseman shall com 
pile and furnish to the holder of the warehouse receipt or Commodity, in the form 
prescribed by it, a statement showing the warehouseman’s name and location of 
the warehouse, the origin carrier, the original shipping and billing point, full 
inbound route and junction points, date and number of the freight bill, date and 
number of the way-bill, the kind of grain represented, the transit weight (not 
previously used), the freight rate to the transit point, the amount collected and 
the number of unused transit stops. The warehouseman may use any freight 
bill or transit tonnage slip which comes into his possession in connection with 
the grain and in so doing shall take all steps necessary to assure Commodity, or 
the shipper depositing tonnage with the warehouseman, transit protection com- 
parable to and of value equal to that provided by the original billing. Subject to 
all other applicable provisions of this agreement, the warehouseman, in connection 
with the sale, transfer, or loading out of any of the grain may substitute for 
the grain shipped under any such freight bill or transit tonnage or credit slip, 
in accordance with the request of Commodity or the owner of the grain, other 
grain and valid freight bills or transit tonnage or credit slips of value equal, 
and transit arrangements comparable to those described in the statement fur- 
nished to Commodity or the holder of the warehouse receipt If the ware 
houseman and the holder of any warehouse receipt representing the grain agree, 
there may be substituted a quantity of grain and billing for a quantity of 
grain which has not been shipped by rail equivalent in value to the grain and 
billing received. In either event the warehouseman and the holder of the ware. 
house receipt shall adjust any differences in value due to such substitution 

17. PERIODS FOR WHICH SCHEDULE OF RATES APPLY Charges for services under 
this agreement shall be at the rates specified in the Schedule of Rates in effect 
when such services are performed. Rates shall be computed on the basis of the 
net quantity of grain received in the warehouse, except where otherwise pro 
vided in the Schedule of Rates, and except that, rates for handling or storing 
grain owned by Commodity identity preserved or specially binned shall be com 
puted on a gross quantity basis. The period for which the Schedule of Rates 
shall apply shall begin with the date each lot of the grain is deposited in the 
warehouse, or the date grain not otherwise subject to the terms of this agree 
ment is purchased by Commodity in store, and shall end as follows: 

(i) In the event the grain is shipped by Commodity, storage charges shall 
cease upon the date specified in the shipping instructions issued by Commodity 
or the date shipment is accepted by the carrier whichever is earlier, unless a 
delay is occasioned by circumstances beyond the warehouseman’s control, then 
on the date shipment is accepted by the carrier 

(ii) In the event the warehouse receipts are sold or transferred to any 
person not entitled to the benefits of this agreement. charges under this agree 
ment shall cease on the date of transfer. Commodity shall notify the ware 
houseman of the date of transfer and shall affix to the warehouse receipts 
prior to transfer a statement showing the period for which the rates hereunder 
are applicable, and the warehouseman shall not charge for services rendered 
during that period an amount in excess of that computed in accordance with the 
rates in effect hereunder during that period 

(iii) In the event of loss or damage to the grain from insurable causes, all 
aecrued charges provided in the Schedule of Rates and otherwise payable 
with respect to the grain lost or damaged shall be paid up to and cease as 
of the date of loss or damage 

IS. PAYMENT OF CHARGES (a) At locations where official weights and grades 
are available S 

(i) As of June 30, September 30, and December 31, upon presentation of proper 
invoice, Commodity shall pay all charges due and unpaid on the grain in store 
represented by warehouse receipts in possession of PMA Commodity Offices 
and net ordered out as of that date 
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(ii) Upon termination of the period for which the Schedule of Rates applies 
for any lot of the grain (i. e., when grain is loaded out, lost, damaged, or sold 
or transferred in storage), and upon presentation of proper invoice, Commodity 
shall pay all charges due and unpaid thereon. 

(iii) In the event any invoice rendered by the warehouseman for services 
performed under this agreement has not been paid or returned for correction 
within 20 days after the date such invoice is received in the PMA Commodity 
Office, Commodity shall, upon demand of the warehouseman, make an advance 
to the warehouseman of not less than 90 percent of the amount of such invoice 
If such advance proves to be in excess of the amount due, the warehouseman 
shall repay the excess amount to Commodity. 

(b) At locations where official weights and grades ere not available: 

(i) With respect to the grain acquired by Commodity under each price support 
program and represented by warehouse receipts in the possession of PMA Com- 
modity offices on the maturity date or dates specified for the program in the 
applicable price support bulletin, Commodity shall, as of such date or dates and 
without presentation of invoice, make a provisional payment in the amount speci 
fied in the applicable Schedule of Rates. Such payment shall not be construed to 
be made in settlement of charges on any particular lot of grain, and the amount so 
paid shall be offset against any invoice subsequently rendered for charges in con- 
nection with grain stored under this agreement in the proportion that the quantity 
covered by such invoice bears to the quantity on which the provisional payment 
wus determined. Any amount provisionally paid to the warehouseman which is 
not offset shall be repaid by him to Commodity upon termination of this 
agreement. 

(ii) As of June 30 and December 31, upon presentation of proper invoice, 
Commodity shall, subject to the right of offset provided in (b) (i) above, pay all 
charges due and unpaid on the grain in store represented by warehouse receipts 
in possession of PMA Commodity offices and not ordered out as of that date. 

(iii) Upon termination of the period for which the Schedule of Rates applies 
for any lot of the grain, and upon presentation of proper invoice, Commodity 
shall, subject to the right of offset provided in (b) (i) above, pay all charges 
due and unpaid thereon unless the warehouse receipts were transferred with 
warehouse charges for the account of the purchaser. 

(iv) In the event any invoice rendered by the warehouseman for services per 
formed under this agreement has not been paid or returned for correction within 
20 days after the date such invoice is received in the PMA Commodity office, 
Commodity shall, upon remand of the warehouseman, make an advance to the 
warehouseman of not less than 75 percent of the amount of such invoice except 
that no advance shall be made on invoices for charges in connection with grain 
stored under this agreement until the amount of any provisional payment to the 
warehouseman has been fully offset. If such advance proves to be in excess of 
the amount due, the warehouseman shall repay the excess amount to Commodity. 

(c) The warehouseman shall not make any charge for any service not covered 
by this agreement or for drying the grain unless such service or drying is per- 
formed upon prior authorization of Commodity, except that Commodity shall 
reimburse the warehouseman for payments made by him of the usual charges for 
services required in connection with the loading out of grain or transfer of grain 
en route for the account of Commodity including registration fees, coopering 
charges, weighing and inspection fees, car liners, protein laboratory fees, and 
sampling fees. Upon completion of the services authorized and presentation of 
proper invoice, Commodity shall pay all authorized charges due and unpaid. 

19. Derinirions.—For the purpose of this agreement, the following terms shall 
be construed to mean, respectively, (@) GRAIN: Wheat, corn, rye, barley, oats, 
soybeans, flaxseed, grain sorghums, and such other grain or farm products as 
may be from time to time included in the Schedule of Rates. 

(b) Recervine: Receiving and unloading all of the grain from cars, boats, 
barges, trucks, or other conveyances, and elevating into, bulking, cutting in, 
or piling in the warehouse. 

(c) CONDITIONING: Reelevating, screening, blowing, cooling (excluding dry- 
ing) resacking, repair of sacks, fumigating, or such other operations as may 
be necessary to preserve the class, grade, and quality of the grain. 

(d@) Loapine out: Loading out, including cutting and emptying sacks, and 
moving from the warehouse to and loading into cars, boats, barges, trucks, or 
other conveyances, 

(¢) OFFICIAL Grapes: Grades and grading factors established by an inspector 
licensed under the United States Grain Standards Act in accordance with the 
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Official Grain Standards of the United States and protein content established 
by a recognized protein laboratory. 

“(f) OFFICIAL WEIGHTS: Weights established by a weighmaster whose weight 
certificates are recognized by common carriers as official in the settlement of 
claims for losses in transit, except that in the case of sacked grain, the weigh- 
master shall be one approved by Commodity. 

(g) Quatiry: Test weight, foreign material content, percentage of damage, 
moisture content, protein content in the case of wheat, and any other grading 
factors shown on the official inspection certificates. 

(kh) HANDLING ONLY: Receiving and loading out grain tendered for shipment 
rather than storage. 

(i) Direct TRANSFER: Transferring grain from car to car, when loaded 
directly into car from scale without the use of bin space. 

(j) PMA coMMopiTy orrices: Those offices so designated as of April 1, 1950, 
and any offices or agencies which may succeed to the functions of such offices. 

20. BONDS, INSPECTION, REPORTS.—The warehouseman shall furnish Commodity 
such bond or bonds as may from time to time be required by Commodity, and, at 
any time during business hours, he shall permit Commodity to inspect the ware- 
house and its equipment, inspect, measure or take inventories of grain stored 
therein, and examine the stock records, receipt books, insurance policies, and other 
documents pertaining to such grain. The warehouseman shall furnish such 
reports With respect to the receiving and delivery of the grain as Commodity may 
request. Unless the warehouseman operates the warehouse under a license issued 
by the Secretary of Agriculture under the United States Warehouse Act, he shall 
comply with such conditions as may be prescribed by Commodity prior to the 
execution of this agreement. The warehouseman shall immediately notify 
Commodity of any change in ownership or operation of the warehouse or any 
change in the nature or capacity of the warehouse facilities. 

21. TERMS OF AGREEMENT TO PREVAIL.—The terms of this agreement including 
the Schedule of Rates shall prevail over the written or printed terms of the 
warehouse receipts representing the grain, and over State and local regulatory 
laws and rules to the extent that such laws or rules may be inconsistent herewith 
This agreement shall supersede any existing Uniform Grain Storage Agreement 
between the warehouseman and the Secretary of Agriculture or Commodity, as of 
the last annual renewal date of such agreement, except that charges with respect 
to services performed under any such prior agreement shall be paid in accordance 
with the terms of such prior agreement and the storage charges under this agree 
ment shall not begin to accrue until the expiration of any free time to which the 
holder of any warehouse receipt is entitled under the terms of any such prior 
agreement. 

22. TERMINATION—DEFAUL! In the event of the failure of the warehouseman 
to load out any grain in accordance with the terms of this agreement, time being 
of the essence of this provision, Commodity shall have the right, unless such 
failure is excused by law, to terminate this agreement with respect to any or all 
of the warehouses covered hereby, and, in the event either of the parties hereto 
shall default in the performance of any other provision herein, the other party, if 
such default is not cured within fifteen (15) days after a written notice is mailed 
to the party in default, shall have the right to terminate this agreement with 
respect to the warehouse or warehouses involved without thereby being deprived 
of any claim for damage on account of such default. 

23. ASSIGNMENT This agreement, or any claims arising hereunder, shall not 
be assigned in whole or in part without written approval of Commodity. No 
convict labor shall be employed in carrying out any provisions of this agreement. 
No Member of, or Delegate to, Congress, or any Resident Commissioner, shall be 
admitted to any share or part of this agreement or to any benefit to arise there 
from, except that this provision shall not be construed to extend to their interest 
in any incorporated company, if the agreement be for the general benefit of such 
corporation or company. 

24. DISCRIMINATION AGAINST EMPLOYEES.—The warehouseman, in the _ per- 
formance of this agreement, shall not discriminate against any employee or 
applicant for employment because of race, creed, color, or national origin, and 
shall include a similar provision in all sub-contracts entered into in connection 
with the provisions of this agreement. 

25. ADMINISTRATION.—The Director of the Transportation and Warehousing 
Branch, Production and Marketing Administration, and the directors of the PMA 
commodity offices, or the duly authorized representatives of any such officials 
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or any other duly authorized representative of Commodity, may act for or on 
behalf of Commodity in carrying out the provisions of this agreement. 

26. NorrricaTion.—The warehouseman shall have fulfilled his obligation to 
notify Commodity as required in this agreement only when such notice is received 
in writing by the Director, PMA Commodity Office, in the area in which the 
warehouse is located. 

27. APPLICABLE AGENCIES.—Any agency of the United States under the gen 
eral supervision of the Secretary of Agriculture shall be entitled to the services 
and facilities of the warehouseman with respect to grain owned by or in the 
possession of such agency, upon the same terms and conditions as set out in 
the agreement with respect to grain owned by or in the possession of Commodity 

28. EFFecTive pate.—This agreement shall become effective, except as provided 
in paragraph 21 hereof, upon its signature on behalf of Commodity, and shal! 
continue in full force and effect until the first May 31 thereafter with respect 
to all warehouses located in the States of Alabama, Arizona, Arkansas, Cali 
fornia, Florida, Georgia, Louisiana, Mississippi, New Mexico, Oklahoma, South 
Carolina, and Texas, and until the first June 30 thereafter with respect to al! 
warehouses located in all other States. This agreement shall be renewed auto 
matically from year to year thereafter, unless either party notifies the other, 
by written notice at least 30 days prior to the next renewal date, of his election 
to terminate the agreement upon such renewal date. If the warehouseman 
elects to terminate this agreement on any renewal date, and at the time of 
such termination there is stored in the warehouse grain which has not been 
stored for the complete period used in computing charges, the storake charges 
with respect to such grain, whether paid or not, shall be adjusted to the storage 
charges for such entire period in proportion to the part ef such period during 
which such grain was stored. 

20. DESCRIPTIVE HEADINGS.—The descriptive headings of the various sections 
hereof were formulated and inserted for convenience only and shall not be 
deemed to affect the meaning or construction of any of the provisions hereof. 

30. Execurion.—This agreement shall be executed by duly authorized repre 
sentatives of Commodity and the warehouseman, and shall not be amended or 
superseded except by written agreement executed in the same manner as this 
agreement 

ill reporting requirements of this agreement have been approved by, 
and subsequent reporting and record-keeping requirements will be 
subject to the approval of the Bureau of the Budget in accordance 
with the Federal Reports Act of 1942. 


(oMMODITY CREDIT CORPORATION, 
By 


(Wa rehousema n) 


In presence of 


U. S. DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
COMMODITY CREDIT CORPORATION. 


SCHBDULE OF WAREHOUSES COVERED BY UNIFORM GRAIN STORAGE 
AGREEMENT NO. 


l. Elevator known as 

2. Location and address 

>. Railroad on which located ' 
4. Total capacity of elevator ___ 


Signed = 
(Warehouseman ) 
The Cuairman. Mr. Cotter, have you any questions you would like 
to ask’ 


‘If not located on a railroad, indicate nearest point and carrier to which grain will be 
delivered for shipment by rail 
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Mr. Correr. Yes, 1 do. I have a number that I want to put in as 
long as you are on this Roberts case which dealt with spoilage. I 
would like to dwell for a moment on this Arkadelphia matter. You, 
Mr. White and Mr. Solomon, are quite familiar with that, are you not? 

Mr. Wurre. We are familiar with it in the last 2 months, very much. 

Mr. Cotter, I prepared a report or a statement on that to the House 
investigating committee which, as far as I am concerned, is as good 
as I can give. It is fairly complete. I have an extra copy that I 
would like to put in your file, 714 pages. 

Mr. Correr. Let me ask you this—— 

The Cnatrman. That report will be filed and made a part of the 
record. 

(The document entitled “Statement of Latham White,” etc., is as 
follows :) 

Exuisir No. 11 


STATEMENT OF LATHAM WHITE CONCERNING GAO Report I-17048, Datrep JANUARY 
11, 1952, IN CONNECTION wWittTH ALLEGED IRREGULARITIES OF DALLAS PMA Com- 
MODITY OFFICE 


I. GENERAL 


In my opinion this report contains misstatements on points of major impor- 
tance, unjustifiable inferences or statements damaging to me and Mr. Solomon, 
and omits pertinent information that was available to the GAO investigators. 
In support of this opinion, I wish to bring the following to your attention. (GAO 
Statement in report summary is stated, then my comments made). 


If, SOUTHERN GRAIN AND STORAGE CO. 


A. The Southern Grain & Storage Co. was organized for the sole purpose of 
storing CCC grain in an old flour and feed mill, which had inadequate facilities, 
at Arkadelphia, Ark. 

Comment.—Assuming the company was organized for the sole purpose of storing 
CCC grain, although the report contains no information to support the statement, 
Iam at loss as to why the report contains this statement unless it was to leave 
the inference that there is something wrong in organizing a company to store 
CCC grain. In connection with this, I wish to state that, so far as I know, I 
have never met or talked with any official or employee of the company, I know of 
no information that would indicate whether the GAO statement or possible infer- 
ence is correct. . 

B. Commodity Credit Corporation approved the uniform grain storage agree- 
ment without inspecting the facilities, investigating the Southern Grain & Storage 
Co., orf consulting state or county PMA officials. 

Comment.—-The statement is, I believe, factually correct. If I understand 
the inferences, they are unjustifiably damaging to me, Solomon and other personnel 
in the Dallas office, and the facts are quite contrary to the inferences. 

At the time this warehouse was approved (April 7, 1950) it was not a Washing- 
ton PMA policy or requirement that grain elevators or warehouses be inspected 
by PMA State, county or commodity office personnel. 

Our records show that the Arkansas State committee and county PMA com- 
mittee, in which the warehouse is located, were notified by wire on the date the 
warehouse was approved. We have no record of the Arkansas PMA State or 
county committee ever advising us the warehouse should not have been approved. 

It was not at that time or is it now a Washington PMA policy or requirement 
to “investigate” the company making the application. 

It was not a Washington policy or requirement that the Dallas office consult 
State or county PMA officials. 

In 1948, when contracting for CCC grain warehouse space in the Dallas area 
was transferred from the Kansas City PMA office to the Dallas PMA office 
Solomon and I did suggest to officials in the Washington PMA Grain Branch 
that our office (Dallas) should have a staff for periodic inspection of grain 
warehouses. This suggestion was not then, and has not since, been adopted. 

In 1949, TI did make a written recommendation to the PMA Grain Branch that 
county PMA offices be required to recommend approval or disapproval of grain 
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warehouses in their counties; however such a policy was not adopted by Wash 
ington until 1951. 

The Dallas office did have its own agreement, made, I believe, sometime in 
1950, with the Texas PMA State committee, whereby we asked for their recom 
mendations on so-called flat grain warehouses. It is interesting to note, althougi 
in my opinion no fault of the Texas State or county committees, that two of ou: 
large grain conversion cases (Meekins and Plains Grain & Storage) developed 
in flat storage facilities on which we did receive favorable approval recommenda- 
tious from the PMA State and county committees. 

Cc. Officials of the warehousing company were inexperienced in storing wheat 
and made no evident effort to maintain it in good condition. Because of the lack 
of equipment and the overload of facilities at Arkadelphia, it was impossib|: 
to properly condition the 179,000 bushels of wheat stored. 

Comment.—I have no knowledge as to whether the officials of the company) 
were or were not experienced in storing wheat. I know it was our policy, eve: 
at that time when additional grain-storage facilities were sorely needed, to talk 
discouragingly to people contacting us about going into the grain-storage busi 
ness unless they had grain-storage experience or could employ experienced grain 
warehouse superintendents. I understand that this company did employ and 
did have on the job a warehouse superintendent who was experienced in grair 
warehouse operations. I also understand that the information they furnished us 
on their application showed they did have adequate room and equipment ft: 
store, handle, condition, and load in and out the quantity of CCC grain shipped 
to them for storage. 

D. A CCC grain inspector notified the Dallas office that the grain was going 
out of condition and recommended that part of it be shipped to allow room 
to condition the remainder. It was over a month before the loading order was 
issued, and two more months before the first carload was shipped: 

Comment.—The so-called grain inspector was an employee assigned part 
time to the Grain Section of the Commodity Division of the Dallas office. He 
was on a field trip to Texarkana at the time and was instructed to go to 
Arkadelphia as a result of a report made to me by another Dallas office employee 
(Carl Hinton) who had been in Arkadelphia shortly before on unrelated business, 
but who happened to know and visit with the owner (not operator) of the ele- 
vator. At that time, and while Hinton was still present, I called in the Chief of 
the Commodity Division (Earl Cox), related the report to him, and asked him (in 
line with his regular duties) to follow through, and if the report were correct 
to do something about it. I understand Cox turned the matter over to the 
Grain Section to handle. 

At this point it probably needs to be explained (a) at that time (as well as 
sometime before and after) our storage situation, box-car supply and AAR 
permits for shipping grain to ports were all very tight. (b) The uniform grain 
storage agreement places the responsibility for keeping grain in good condition 
and for notifying CCC when it is about to go out of condition, squarely on the 
warehouseman. (c) We had no formal Washington policy or staff to make 
periodic inspection of all our grain warehouses; therefore, we were necessarily 
dependent on warehousemen following the contract and notifying us of grain 
going out of condition, rather than sending our nonexistent staff of inspectors 
around to the 1,000 grain warehouses in the Dallas area to check on the grain 
ourselves. 

Our one man was used for a great many things other than check on grain 
possibly going out of condition. He was used frequently to check condition of 
grain when the warehouseman reported his grain was going out of condition, In 
a number of these instances the grain was not going out of condition at all; the 
warehouseman simply wanted it moved to make space for new crop grain. In 
other instances, it was infested with weevil, but the damage was light and our 
man and the warehouseman settled the matter satisfactorily by the warehouse- 
man agreeing to treat the grain and keepit. In other instances our man agreed 
it was in bad shape and we did move it immediately : however, if it was too bad 
to use in our program, it was sold, and the warehouseman paid us the difference 
between the value of the grade the grain should have been and the amount we 
sold the grain for. There was no loss to CCC. These instances were happening 
all the time: they were routine in nature: the staff responsible for handling 
them knew what to do and were handling them every day. In fact, I would 
venture the guess that 50 to 100 or 200 cars of out-of-condition grain from 
warehouses was being sold by the staff every month—at no loss to CCC but to 
the warehouseman. Mr. Solomon frequently, and I occasionally checked on 
these operations, as well as our many other programs. 
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I do not remember the specific time, but I did check this case later, either 
with Hinton, Cox, or Clark Miller, and was told that the trouble was not that 
the grain was going out of condition, but that enough grain needed to be moved 
to allow turning and conditioning room. I was also told that our people were 
trying to get hold of the warehouse operators to reach an agreement on how much 
grain should be moved out, and later that some had been moved. Since the GAO 
report on this matter I have reviewed the file and talked with the people con- 
cerned, including Hinton. It is my opinion that the delay in issuing the first 
loading order was (a) Inability to get hold of warehouse operator, and (b) lack 
of AAR shipping permits to move grain promptly. 

As I recall, the next time the Arkadelphia case came to my attention was by 
telephone from Arkadelphia from Carl Hinton. At that time he told me the 
grain was in very bad shape and needed to be moved at once. I immediately 
and personally went back to our shipping department, talked to employee George 
Cunningham, told him to get the grain moved out and moved out promptly and 
advise me daily until it was done. Cunningham acted on the matter promptly 
and advised me the grain could not be moved until the company put up $1,500 
eash with the railroad to rebuild the spur track serving the warehouse. I 
received regular reports after that from Cunningham and the grain was moved 
steadily after the track was rebuilt, although it took some time and many 
telephone calls to get the warehouse company to put up the $1,500. 

As to the question of “why wasn't our inspector sent back to Arkadelphia 
sooner,” I don't really know, nor do I think I should be criticized for not having 
attended to it personally. I do know that the inspector was much in demand, 
and was more or less working on a “putting out fires” basis, rather than a regular, 
methodical check of warehouses in which it was not known that an emergency 
actually existed. 

bk. Through the negligence of the Commodity office and the Southern Grain & 
Storage Co., the grain spoiled to the extent that there was a gross loss in value 
of approximately $147,400 

Comment.—In view of my statements and information contained in D above, 
I do not agree with the GAO statement that the grain in the Southern Grain & 
Storage Co. warehouse spoiled through negligence of the Dallas Commodity 
office. 

F, Because of the limited assets of the Southern Grain & Storage Co., the 
only source of possible recovery open to the Government is $60,000 from the 
bonding company and approximately $7,500 in unpaid storage charges. 

Comment.—lI am not acquainted with the current assets of the Southern Grain 
& Storage Co., so do not know how “limited” their assets may or may not be. 
I do not know to what extent, if any, the GAO investigated the assets of the 
company before they made this statement, or to what extent the other business or 
personal assets, if any, of the officials of the company may be called upon to 
indemnify the CCC for this grain. 

Based on a total capacity of 380,000 bushels, as stated in the GAO report, 
the total net current assets part of the bond would have amounted to 380,000 « 10 
cents or $38,000. The performance part of the bond would have been 
380,000 X5 cents or $19,000 or a total of $57,000 whereas the bond CCC re- 
quired was $60,000. In this connection I should like to submit; (a) Bonding 
companies do not ordinarily write this type of bond for people who are almost 
totally ($400 cash in bank) irresponsible financially. (b) If the company 
had shown cash in the bank on their financial statement of $38,000 there is 
no assurance (1) that it was actually there, since Washington PMA policy 
does not require that the statements be certified by a public accountant, 
and (2) there is no assurance it would have been available for operating 
expenses even one day after the financial statement was certified—so in some 
respects, perhaps the CCC is better off to have required a $38,000 financial 
statement bond than if the statement had shown $38,000 in the bank and no 
financial statement bond had been required. 

I should also like to mention that (a) the net current assets requirements 
laid down by the Washington PMA office equals 10 cents per bushel, which is 
only equal to approximately 3 percent of the current market price of wheat. 

(b) The performance bond requirement is 5 cents per bushel, or approximately 
2 percent of the current market price of grain 

(c) In approximately July 1951, 1 recommended to Mr. Granger and Mr 
McGannon of the Washington PMA office, among other things, that the per- 
formance bond on grain be increased and that a public accountant be required 
to certify the financial statements. 
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(d) In early December 1951, at a uniform grain storage contract meeting 
with PMA Washington officials in Chicago, I recommended, among other 
things, that: 

(1) The bonding requirements on grain warehouses be increased materially. 

(2) That if financial statements were continued, then they be certified to by 
public accountants. 

(83) That consideration be given to increasing the bond requirement to the 
extent that the bonding companies would make careful investigations of the 
warehouse companies and refuse to bond those warehousemen whom the bonding 
companies thought would be a bad risk. It is my opinion that a bond equal to 
20 or 25 percent of the value of the grain capacity of the house would be sufficient 
to accomplish this. Such a plan would eliminate the need for depending on a 
financial statement as an assurance against possible losses to CCC. (CCC 
bonding requirements at present time on processed commodities is 20 percent 
of the value of the CCC commodity stored in the processed commodity warehouse. ) 

G. CCC paid Southern storage charges of $4,863.75 when its books reflected a 
charge against that company of $9,690.76. 

Comment.—I am advised by the Chief of the Fiscal Division of the Dallas 
Office that this GAO statement is correct, and that it apparently resulted from a 
human error on the part of the lady employee in charge of the accounts receivable 
card file. (See his statement in the attached “Exhibit A—1”.) 

H. Prior to the present fiscal year, inspection of warehouses by the Dallas 
Commodity office was confined to quality or condition of grain, with no action 
being taken to verify quantity even after numerous conversions and shortages 
were known to exist. The greater losses will be in shortages (as distinguished 
from out-of-condition grain as reported above). 

Comment.—l have already explained that prior to the present fiscal year and 
including the present fiscal year the Dallas Commodity office did not make initial 
and subsequent periodic examinations of grain warehouses. Since the GAO 
report does not state who in my office knew of which conversions, prior to July 
1, 1951, on which no action was taken, my comments are limited to the following: 

(a) I do not agree that “numerous conversions and shortages were known to 
exist” in this area prior to July 1, 1951. 

(b) I do know that action was taken by me and the Dallas office to “verify 
quantity” in grain warehouses both before and during the present fiscal year, if 
conversions were known or even suspected of existing. <A review of the file of our 
grain inspector's reports will verify this, also a review of the dates we referred 
suspected shortage cases to the Dallas office of Compliance and Investigation will 
show that we referred 6 or more suspected conversion cases to the C. and I. in 
1951, before the Dallas PMA Audit office commenced its complete audit of grain 
warehouses in the Dallas area. 

I. Responsible administrative officials failed to take any positive action to 
protect the interests of the United States, in the face of possible and even prob- 
able losses involving several million dollars, until forced to do so by formal 
reports of the Audit and Compliance offices of the PMA, and general public 
knowledge regarding certain well-publicized shortages. 

N. There was unwarranted delay by the Dallas Commodity office in submission 
of known conversion cases to the proper legal officer of the Department. 

Also the second paragraph in the body of the report on page 8, states in part the 
following: 

“Action in regard to the known irregularities has had to be literally forced on 
the Commodity office.” 

Comment.—This statement is so strong and so damaging to me and the Dallas 
office that I am at loss to understand why a respected agency like the GAO, with 
its reputation for integrity, would make such statements to the Congress, unless 
it had definite and conclusive proof to back it up. 

Maybe I have missed the point of the above statements, but to me they mean; 
I knew of grain conversions, had enough information and facts to have taken the 
eases to the courts for formal action, but for some unexplained reason did not 
until literally forced to do so, not only by demands from the PMA Compliance and 
PMA Audit offices, but also by weight of public opinion, resulting from articles 
in the newspapers concerning grain conversion cases on which I would take no 
action. 

The facts are so opposite and were so easily obtainable by the GAO, that I find 
it difficult to not use equally as strong language in my comments. 

Some of these facts are: 

1. The Dallas office of the PMA Compliance and Investigation Division, the 
PMA Audit office and the office of the solicitor were not under my administrative 
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supervision or control. They were administratively responsible, as was I, to 
their respective Washington offices. 

2. It is the policy in PMA, on known or suspected grain conversion or shortage 
cases, for the Director of the PMA Commodity office to refer such cases to the 
PMA Compliance and Investigation office serving his area, for investigation to 
determine whether a shortage or conversion actually exists. 

In addition to furnishing a copy of the C. and I. report to the Commodity office 
Director, a copy is also furnished to the Washington office of the PMA C. and I. 
Division. Upon receipt of a C. and IL. report, indicating a conversion, the Com- 
modity office refers it to the Solicitor’s office, serving the area, for review and for 
an opinion as to whether conversion actually existed. A recommendation is also 
requested from the Solicitor’s office as to what formal action should be taken. 
If it is determined that formal action should be taken, then such action is taken 
by the Solicitor’s office. 

It is not the policy or practice for the Commodity office to do its own investi- 
gating or to refer cases directly to the United States district attorney. 

In the Dallas area, the regional solicitor also received copies of all progress 
reports and final reports made by the C. and I. office to me. The three Dallas 
offices concerned were in constant touch with each other on these cases, and as 
a matter of fact, the Dallas solicitor’s office, to a great extent, outlined to the 
C. and I. office the specific kind of information the Solicitor’s office felt would be 
needed to take action on the cases. 

There was no delay in the Dallas office in referring these cases to C. and I., or 
referring the cases to the Solicitor’s office for review, recommendations, and 
formal action. A review of the records in each of the Dallas offices involved 
will prove this conclusfvely—also the heads of the Dallas C. and I. and Solicitor’s 
offices will confirm this fact. 

There was a delay in Dallas in getting the investigations made. This delay was 
in the C. and I. office, and resulted in lack of manpower. This fact was discussed 
many times by Dallas Solicitor Farrell, Dallas C. and I. Chief Elliot and me. As 
a matter of fact, we all complained to our respective Washington offices about the 
situation, but it was not corrected until about January 10, 1952. 

I pointed out that the lack of C. & 1. Investigators in the Dallas area was 
the bottleneck on this work several times to my Washington supervisor, Mr. 
Kruse. One occasion I recall particularly was at a meeting of Commodity 
office directors in Atlanta, Ga., early in September 1951, also in progress reports 
made by me to my Washington office on the grain conversion cases. (See attached 
“Exhibit A-—2”’.) 

There was no unwarranted delay by the Dallas Commodity office in referring 
known conversion cases to the regional solicitor’s office. A review of the records 
on each case in the Dallas C. and I. Dallas Commodity office and the Dallas 
solicitor’s office will refute this GAO statement conclusively. In fact, the three 
offices were working together so closely on these cases that all of us knew 
almost simultaneously each new development on each case. 

J. A conservative estimate of grain losses for the area covered by the Dallas 
Commodity office would be $3,800,000. 

Comment.—On December 14, 1951, I furnished the investigators for the 
House Committee on Appropriations, a tabulation showing all known or sus- 
pected conversion or shortage cases in the Dallas area. This tabulation was 
divided into four lists and included for each warehouse on three of the lists, 
the estimated dollar value of the shortage, and the amount of the warehouseman’s 
bond to CCC. The total estimated dollar value of the shortage for all the lists 
was $3,820,975. This figure does not take into account (a) Bonds, as shown 
on the tabulation to CCC in the amount of $2,361,220 and (b) A collection, as 
shown on the tabulation, of $126,107.12 already made by CCC from Meekins. 

A copy of this tabulation was sent by me as a courtesy to the Dallas GAO 
office on December 18, 1951. It is interesting to note that the conversion and 
shortage cases listed in their report are identical, including the estimated dollar 
value of the shortage. Also that no credit is given in their “conservative esti- 
mate” of losses for any part of the $2,361,220 in bonds the CCC holds from 
the warehouses on this tabulation. Why the CAO chose to give no credit for 
these bonds in stating their estimate of “grain losses,” I cannot understand. 

Although to date my only estimate has been as stated in the letter to your 
investigators on December 14, 1951, to the effect that I did not think the net losses 
would be substantial, it would seem to me that, for the cases listed in my tab- 
ulation and reported by the GAO, a more realistic outside estimate of net losses 
would be the dollar value of the grain on actual conversion cases less the amount 
of CCC bond on such cases, less collections to date. 
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K. There were delays of 6 weeks to 8 months by storage establishments 
in complying with loading orders. Warehouse certificates surrendered to 1 
warehouseman were still being held by him after lapse of 8 months. 

L. Loading orders were canceled and/or amended without apparent justi- 
fication. In numerous instances stop-storage dates have been extended for 
several months—resulting in additional storage costs, opportunity for the ware- 
house to cover shortages and/or conversions, if they existed, and with no 
apparent benefit to the United States. 

M. Barter agreements were entered into with warehouses where known 
shortages existed, allowing the storage company to cover up on conversions. 
Other barter agreements resulted in additional and dual storage costs to the 
Government with no documented justification for same. 

Comment.—This wording is practically the same as the wording in the PMA 
audit reports referred to in my answers to the Secretary's charges. Please refer 
to those answers and section IT of this statement. 


Mr. Correr. Was the delay in the Dallas office, the failure to take 
action on its own inspector's report, responsible for the loss in that 
case ¢ 

Mr. Wurre. Well, that is, undoubtedly, a matter of opinion. 

Mr. Correr. There was a loss, was there not? 

Mr. Wurrer. A loss has been reported. 

Mr. Correr. Of the approximate damage to the wheat / 

Mr. Wurrr. The General Accounting Office report says that a loss 
of $147,000 has been sustained on account of the deterioration of the 
grain, and that against that loss there are no assets available from 
the company other than the $60,000 bond that the Commodity Credit 
Corporation required at the time the warehouse was approved. That 
is what the General Accounting Oflice report says. 

I have not checked to see whether the warehouse has any other 
assets, and I do not know. 

Mr. Correr. Can we come back to my first question? Was your 
failure to take action on your inspector’s report responsible for that 
loss? 

Mr. Wurre. I can only say that that would be a matter of opinion. 
In order to answer that better I will say some of the things that are 
in this long answer, namely, a month intervened from the time that 
the inspector reported, not that the grain was going out of condition, 
but that the grain was weevilly and that some grain needed to be 
moved in order that the warehouseman would have the space to prop- 
erly condition the grain that was left. As I say, a month intervened 
before our men were able to get hold of the warehouseman and come 
to an agreement as to how much grain should be moved to give them 
enough storage space. And then, approximately, 2 months intervened, 
as I recall, in the shipment of that amount of grain. 

I believe it was about 46,000 bushels. That was the first inspection. 
And the first loading order going out. 

In addition, about 6 months after it, either the first inspection or the 
load-out, as the result of the first inspection, our inspector was back 
over there. and at that time he found out the grain was badly deteri- 
orated on account of weevil. 

Steps were taken immediately at that time to try to get the grain 
out of the house. 

Several weeks, I would say, intervened between the time that be- 
came known and the time shipment actually started. 

The reason for that was that the railroad had torn up the spur track 
into the warehouse and it was necessary for the company to put up 
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$1,500 cash with the railroad in order to get that spur track rebuilt. 
Our people worked on that, I would say, almost daily trying to get it 
accomplished; and it was accomplished. I do not know how long, 2 
or 3 weeks, or maybe 4 or 5—I do not recall—after our inspectors’ 
report, after it was, after the track was back in, shipments were 
started and they were made steadily, not intermittently, but steadily, 
until all of the grain was moved out. 

Pardon me, | would like to point out that on that warehouse, in 
connection with our warehouse agreement here, that the responsibility 
very definitely is on the w: arehouseman to notify us that the grain is 
going out of condition, and we received no such notice at any time. 

Senator Anperson. But do you not think when the spur was taken 
away from the warehouse it was a pretty good indication that he did 
not intend to move that grain? 

Mr. Wurre. No; I do not think that at all. 

Senator Anperson. Would that not change the complexion of 
warehouse? You had a warehouse here along the railroad track, and 
the railroad company at somebody's order removed the spur, and the 
only way in which that grain could ever have been moved. Would 
that not indicate to you that there is something fishv é 

Mr. Wuire. I do not wish to disagree, but, honestly, I do not know, 
but I do not think that the warehousemen had anything to do with 
moving the spur. I think that was a decision of the railroad company. 

Furthermore, we did not know that the spur had been removed 
until the inspector was back over there the second time. I have not 
checked it, but I think the record will probably show it was not removed 
until between the first and second inspections. 

Senator ANpeRSON. Does it not give some strength to what Senator 
Kem has been suggesting, that if you had just enough inspection serv- 
ice to go around and take.a little glance, and you came up to a ware- 
house where the track had been removed, you could almost conclude 
that they did not intend to move that grain out of there? 

Mr. Wuire. Yes, sir; I agree with that. That has been one of my 
contentions. I can understand why we might not have enough 
money to put on these inspections, but, on the other hand, when ss 
General Accounting Office reports come in here blaming me for thes 
things because we did not have inspection, then it is only natural th: or 
[ would point out that I think that if we had had it, we would not have 
had these things happen, and I believe it. 

The Cuarmman. In that connection, Mr. White, as I understand, 
when you finally agreed to make a contract with this concern at 
Arkadelphia, you felt that because of the fact that these people were 
not financially strong you forced them to give you a larger bond than 
you ordinarily required. 

Mr. Wurre. I cannot say that. 

The Cuarrman. Is that true? 

Mr. Wurrr. Actually, I did not handle that deal, but I believe— 

Senator Arken. Who did ¢ 

Mr. Wuirr. Pardon me. I believe if the thing is checked, you will 
find that the bond we got was in line with our policy, our record policy, 
and equals to approximately 15 cents per bushel for the total capacity 
of the house. 

The Cuarrman. When did that case come to your attention, if you 
did not do it? 
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Mr. Wurre. Did not do what? 

The Cuarrman. If you did not enter the contract. 

Mr. Wuire. I did not ever sign those contracts. 

Senator Arken. Who did? 

The Cuarman. Who did? 

Mr. Wuire. Mr. Bramlett, the head of our Storage and Mainte- 
nance Section of the Transportation and Warehousing Division. 

The CHarrman. Did you ever learn of the fact that the warehouse- 
man was weak financially ¢ 

Mr. Wuire. Not until this thing came up. 

The Carman. I said, when did you learn that / 

Mr. Wurre. Personally, I did not. 

The Cuainman. When did you learn it ¢ 

Mr. Wurre. Some time the latter part of December 1951. 

The Cuatrman. Was that about the time that the grain was moved? 

Mr. Wurre. Not necessarily. It was actually—it was when the 
House investigators were in my office. They came there about De- 
cember 14. And the occasion was that they wanted to know all about 
the house. I think they had talked to the General Accounting Office 
investigators who were in the Dallas area at that time and, perhaps, 
they had told them about the case. 

The Cuarrman. The point I wish to make is this, that if you knew 
these people were finacially unsound, it strikes me that it should have 
been your duty to act quickly on this case. 

Mr. Wuire. Well, so far as the office is concerned, yes. So far as 
me personally, I did not know it. 

Senator Anprrson. Did this not come up, as a matter of fact, by 
the fact that Carl Hinton was in Arkadelphia making a talk to one 
of the service clubs, and the people there told him that it was a bad 
warehouse and he ought to look at it, and-he went and looked at it 
and then reported it? 

Mr. Wurre. That is when the thing came to my attention, first, 
that grain in the warehouse may be going out of condition; yes, sir. 

Senator Anperson. And everybody in Arkadelphia knew the thing 
was wrong. 

The CratrmMan. Since mention has been made of Mr. Hinton by 
Senator Anderson, my understanding is that Mr. Hinton gave the 
report 3 or 4 months after the grain was stored there, so that the PMA 
in Dallas knew about it almost a year before actual possession of the 
grain was taken. 

Mr. Wuire. That is not correct, Senator Ellender, at all, in terms 
of the total statement. I mean, the information you have is not correct. 

The Cuateman. Can you tell us when your office first got notice of 
any kind whether it was from Hinton or anybody else that this grain 
was going out of condition? 

Mr. Wurre. I will give you the chronology on it. 

On March 10, 1950, the application for the warehouse was received. 

On April 3, 1950, they furnished us a $60,000 bond. 

On April 7, 1950, we approved the warehouse. 

At the time we approved the warehouse we notified the warehouse 
by wire, and we notified the county PMA committee by wire, and we 
notified the State PMA committee by wire. 

I am reading from information that has been furnished me. I am 
not personally familiar with all of this. 
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In June 1950, verbal notice was given the Kansas City PMA oflice 
that this facility was available for their use. 

I might point out that Arkadelphia, insofar as grain produced in 
our section, was out of line of transit, and we did not ship any of 
our grain over there. It was in line of transit from the Kansas City 
office down to the Gulf; and, therefore, they would have been the only 
ones that could have utilized it for storage, I mean, so far as Com- 
modity is concerned. 

Apparently satisfactory arrangements were made between Kansas 
City and the warehousemen, because the grain now in question was 
moved into this house between July 12, 1950, and August 10, 1950. 

On October 4, 1950, we received a report from our grain inspector 
saying that the grain needed to be turned and fumigated. He indi- 
cated that the facility was crowded and recommended about 16 cars 
be moved to permit space for turning. That is October 4, when 
Stuard was there. 

Stuard was there as a result, Senator Anderson, of this telephone 
call that I got from Carl Hinton. And then when Carl Hinton came 
into the office, I called Mr. Cox, the head of our Commodity division. 
Mr. Hinton related what he knew about it, which, in short words, 
was that he had heard that the grain needed to be—was going out of 
condition—that is what he had heard. And I asked Cox to have it 
looked into and to take whatever action was warranted. 

Senator Youna. Is it not true that oftentimes the warehouseman 
was unable to get cars enough to empty his house during that severe 
boxcar shortage situation ¢ 

Mr. Wuarre. That is right. 

Senator Young. I have had plea after plea from elevator men in my 
own area for sufficient cars to ship some grain so they could get 
enough room to turn their grain. 

I would like to make this observation, Mr. Chairman. I think 
much of this fault is due to three things, the boxcar shortage situation, 
the divided responsibility in the Agriculture Department—I do not 
think there has been the proper administration—and, third, the Gov- 
ernment requirement that there bea large amount of grain carried over 
yearly to meet the war emergency situation. 

I recall that in 1947 or 1948 Congress adopted an amendment to an 
appropriation bill, prohibiting any further exports when our domestic 
supplies reached a minimum of some 200 million bushels. 

Here the farmers through the Commodity Credit Corporation have 
been required to carry a large surplus of wheat to meet the war 
emergency situation. No other segment of our economy has been 
required to do the same thing. The Government itself is stockpiling 
tin and rubber and other strategic war materials, but here is a com- 
modity very important to our war emergency which the Commodity 
Credit Corporation has been required to carry in large amounts. The 
grain storage situation was not entirely due to the price-support 
program as many people believe. 

Senator Jounston. Your boxcar situation enters into this, into all of 
this, to a certain extent. I was on that investigation. The ODT had 
to issue orders to have so many empty boxcars sent back across the 
Mississippi River into the west and southwest and the northwest. 

Senator Youne. During this same period I had hundreds of pleas 
from warehousemen in my area for just a few cars so that they could 
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be partially emptied, which would permit them to turn this grain and 
move it. 

Mr. Sotomon. My recollection of the boxcar situation is that there 
were days when there was a national shortage of boxcars that ran as 
high at 30,000. I have been fooling with shipments of grain for 
several years, and in my experience there has not been as serious a box- 
car shortage as we experienced in the latter part of 1950 and practi- 
cally all of 1951. 

Senator Youne. I do believe that much of our trouble, though, is due 
to a divided responsibility within the Commodity Credit Corporation. 
I think the red tape and what-not has not permitted you to go ahead 
and carry on a more businesslike administration. 

The Cuatrman. Mr. White, in the case you are discussing, Arka- 
delphia, you say that you got notice on October 4, 1950, that this 
grain was spoiling, and yet the record shows that it was not until 
November 9, 1951, 15 months thereafter, that the grain was shipped 
out. 

Why did such a long delay take place in view of the fact that you had 
a warehouseman who was weak financially, and you were notified in 
October that this wheat was weevilly, and deteriorating ¢ 

Mr. Wurre. Senator Ellender, I contend that the record or the in- 
formation you have is not correct, that it was not until a year later 
that the grain was moved. May I go ahead and read this from my 
information ? 

The Cuamman. Proceed. 

Mr. Wurre. We received this notice on October 4. Between Oc- 
tober 5 and November 5 our office made two calls to Mr. Tipps at 
Memphis advising him of our findings and suggestions. 

Now these suggestions were that some grain needed to be moved out 
of there. After all, it was his responsibility for the grain and we felt 
that we needed to have a mutual agreement about how much should 
be moved out, and requesting that he name the amount of grain to be 
ordered. 

On November 6, since we had not heard from him—that is about a 
month later—a wire was sent to the warehouse referring to the two 
phone calls and requesting an immediate reply. 

On November 7 to November 13, Mr. Tipps came to the Dallas 
office, and an amount of 36,000 bushels was requested to be ordered. 
At this time, the problem was thoroughly discussed with Mr. Tipps. 

I am informed that Mr. Tipps told our people that if that amount 
were moved out, that he would be in a position and could and would 
»robably condition the remainder of the grain and would be all right. 
i would like to point out further at this point that whenever weevils 
showed up in grain, it was not always considered necessary that the 
grain must be moved immediately. As a matter of fact, the way to 
handle that sort of situation is to turn the grain and to fumigate it 
to get the weevils out. 

In other words, we had many instances in which that condition was 
reported by warehousemen. Our inspector would go and look it over. 
They would mutually agree that the damage or the amount of weevils 
was so light that it did not warrant moving, but required turning and 
fumigating. 

Senator Anperson. You have me curious. When did the grain 
get moved? That is what the chairman asked you. 
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Mr. Warrr. O. K., all right. Between November 7 and 13 Mr. 
Tipps visited our office, and it was agreed upon. A loading order 
was issued on 46,000 bushels. I think my front figure up here of 
36,000 is incorrect. The loading order was issued on 46,000 bushels 
which was the amount they all agreed needed to be moved to give him 
turningroom. And the grain was actually shipped beginning January 
18, 1951. 

The Cuarrman. You mean the 46,000 bushels? 

Mr. Wuire. Yes. 

Senator ArkEeN. 36,000. 

Mr. Wurre. I changed that to 46,000. 

Senator Arken. You changed that? 

Mr. Wuire. Yes. 

Senator Ture. There were how many days between? It does not 
take long for a grain weevil to spoil a thousand bushels of grain. 
How long a time was there between the time that you knew and until 
the time that you actually moved the grain ? 

Mr. Wuire. I would say 3 months. 

Senator Ture. That grain could deteriorate very rapidly in that 
length of time. 

Senator Anperson. It was the warehouseman’s responsibility. 

Mr. Wurre. Pardon me one second here, please, sir. 

On October 5—October 4 is when we found out about it, but it was 
only a month after that when we issued the loading orders—that is 
a little better than 3 months. 

Now, I want to point out that the explanation I have 

Senator Toye. Why did it require a month’s time ? 

Mr. Wurre. Because we were trying to get hold of the warehouse- 
man to agree on the amount that should be moved out. 

Senator Tuyr. Were you unable to reach the warehouseman ? 

Mr. Wuire. Yes, sir. I just read from here, sir, that between 
October 5 and November 5 that is the month that we made two calls 
to Mr. Tipps advising him of our findings and suggestions. We did 
get hold of him and requested that he name the amount of grain to 
be ordered. 

On November 6, since we happened to receive that amount from 
him, we sent him a wire pointing out that to his attention, that no 
action had been taken by him, and we asked for an immediate reply. 

Between November 7, the day after, and November 13, he came to 
our office and an agreement was reached. That was just a month 
after we had our inspector's report. I have a notation here that the 
delay between the time the loading order was issued and the time 
that it was actually shipped were from two causes; one, that we were 
unable to get permits at that time from our permit agent at Galveston ; 
and, two, on account of the boxcar shortage. 

Those are the reasons we have for the delay. 

Senator Tuyr. Then it was not your responsibility. It was not 
the fault of you or your office ? 

Mr. Wurre. I say it is a matter of opinion as to whether this was 
too much of a delay or not. 

Senator Anperson. But still that is 46,000 bushels. That is not 
all of that grain. 

Mr. Wurre. No, that is not all of it. 
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Senator Anperson. The chairman asked when the rest of it moved. 

The Cuairman. That is right. 

Mr. Wuire. As I said previously——— 

The Cuamman. After the 46,000 bushels were moved, what did 
you do to see to it that the grain was fumigated or taken care of ¢ 

Mr. Wuire. Since it was the responsibility of the warehouseman to 
do that, Senator Ellender, and since we had agreed with him on 
November 5 to 7 that if we moved 46,000 bushels that there would be 
plenty of room for him to turn and condition the grain, we did not, 
you might say, do anything. We assumed that the matter was being 
taken care of. 

The CuHarrmMan. You did not follow through ¢ 

Mr. Wuire. Not the next day. We did not, in answer to your ques- 
tion, nothing else was done until about 6 months later. 

The Cuarrman. Did you find out in the meantime whether or not 
any attempt was being made by the warehouseman to move this grain ¢ 

Mr. Wurre. No, sir. 

The Cuamrman. Why did you not? 

Mr. Wurrr. Well, because for one thing, we had to give him a 
loading order to move it. 

The Cuamman. I am talking about reconditioning it. 

Mr. Wurre. No, we did not. 

The Cuarrman. You did not do it? 

Mr. Wuire. No. 

The Cuairman. Did you get notice of the fact that he was not 
doing it, from anybody ? 

Mr. Wuire. No, sir; not until 6 months later. 

The Cuarrman. 6 months later? 

Mr. Wurre. Yes. 

The Cuamrman. Will you answer my question now as to when the 
grain was finally shipped ? 

Mr. Wurre. About 6 months later. Mr. Hinton was back in Arka- 
delphia and at that time he called me again, and he said, “This grain 
is going out of condition and something needs to be done.” 

Asa result of that we sent Ross Stuard. 

The CuarrmMan. What month was it that Mr. Hinton gave you that? 

Mr. Wurre. I cannot tell you, but it is about 6 months later. 

The Cuarrmman. You mean 6 months from January 1951? 

Mr. Wuire. I am sorry, but I cannot tell you. It may be that your 
record has something on it. I believe that the General Accounting 
Office mentions Mr. Stuard going back over there. 

The Cuarmman. When Mr. Hinton notified you, what did you do 
then ? 

Mr. Wurrer. We asked for Stuard to go back. Although I am not 
quite certain whether Stuard had gone back before or after we received 
the notice from Mr. Hinton. 

The Cuarrman. I have a notation here showing that on August 15, 
1951, Stuard made another inspection. 

Mr. Wurrr. That is the one I am talking about. 

The Cuamman. And reported the grain was badly damaged. 

Mr. Wuirre. That is right. When we got that report, and when I 
got the call from Mr. Hinton, I went back to our shipping department 
inyself personally and told them to get the grain moved out promptly. 
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Senator A1rken. That was the next day that you gave that order. 

Mr. Wurrer. Yes, sir. Probably, the same day. 

Senator Arken. According to the record Mr. Stuard made the 
inspection on August 15, and on August 14, 1951, you issued loading 
orders to get the remainder of the grain out of there. 

Mr. Wurre. Well, now, that, probably, is referring to the date the 
loading orders were actually issued, but in terms of my order |, 
probably, did it the same day I got the call, got the notice. 

The Caamman. Well then when did the grain finally get out of the 
warehouse’ Let us see if we can get that. 

Mr. Wurre. I am afraid we will have to use the General Accounting 
Oflice report on that. I donot know that I have the chronology. 

Senator Arken. You had already determined that the grain would 
have to be sold for chicken feed before you issued the loading orders, 
however, did you not ¢ 

Mr. Wurre. I do not know that we had. 

Senator Kem. Could we identify Mr. Hinton for the record ¢ 

Mr. Wurre. Mr. Hinton was one of the field men attached to my 
office. He made trips into the territory from time to time, but not on 
grain inspection work, I might say. 

Senator Kem. What does he do, is he a public relations man or a 
publicity man ¢ 

Mr. Wurre. In a way—but not a publicity man, but he made talks 
to vocational people and to PMA county people and to others about 
the work of the corporation. 

Senator Kem. You mentioned his presence in Arkadelphia. That 
it was to address a service club. 

Mr. Wuire. That is right. 

Senator Kem. Did he do a good deal of that ¢ 

Mr. Wurre. Yes, sir. 

Senator Kem. How many men did you have of that kind in the 
office ¢ 

Mr. Wurre. He was the only one. 

Senator Kem. Did it occur to you that manpower might have been 
better used for the purpose of inspection than this public relations? 

Mr. Wuire. Yes, sir; it did. However, in terms of the number 
of people that would be required to do a real job, why, one more 
man would not have made much difference. 

Senator Kem. One man might have saved several million dollars’ 
worth of property, would he not? 

Mr. Wurre. He might have. 

The CHarmman. 1 wonder—— 

Senator Arxen. Is Mr. Hinton in the office now? 

Senator Anperson. I can answer that question. He is off for a 
while. I think he has resumed his work with the Department— 
scheduled about the middle of March. Mr. Hinton was formerly 
manager of the Amarillo Chamber of Commerce, represented the 
Panhandle Plains Water Association here in Washington for many 
years, was engaged by Marvin Jones to work with him in the Food 
Administration. 

I took him from Marvin Jones. And while it says he talks to 
service clubs, he does that, I am sure, always in connection with a 
visit on other matters. He talks to farm organizations. In my mind, 
I thought he was one of the most valuable employees I had, because 
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he was steadily bringing me things of this nature that other people 
seemed to have overlooked. And if you will go through the record, 
you will find that he not only uncovered the Arkadelphia case, but 
got in a number of other things. 

As part of his job, I think, as he understands it, is to be steadily 
on the lookout for things that may jeopardize the farm program. 

Senator Kem. He would have made a very valuable inspector. 

Senator Anperson. I think he would have. 

The Cuarrman. You probably would have to depend on the records 
of General Accounting Office for shipments. It shows here that the 
first load was shipped September 13, 1951, and the last on November 
9, 1951. 

Now, Mr. White, I notice in connection with this case that notwith- 
standing the fact that this grain had gone bad and that there was 
an anticipated loss, that you made a payment of $4,836.75 in Sep- 
tember of 1951, when, as a matter of fact, the warehouseman was 
indebted to the Commodity Credit Corporation. How did that come 
about ? 

Mr. Wuire. That came about through a human error in the office. 
The person in charge of our office—there is a file set up for what we 
call accounts receivable. And in this case I think the sum mentioned 
by the General Accounting Office is approximately $9,000. 

That would have been an accounts receivable. Then vouchers that 
are to be paid are cleared through that accounting point so that in 
the event they owe us any money, we take steps to try to collect it, 
just the very thing you are talking about. 

But in this particular case it cleared through there and it was not 
caught. 

And I say I attribute it to a human error. 

The Cuarrman. That was your responsibility, was it not? 

Mr. Wurre. Yes, sir. 

Senator Kem. Mr. White, how many of these public-relations men 
like Mr. Hinton did you have attached to your office? 

Mr. Wuirer. Mr. Hinton was the only man I had attached to my 
office that did that type of work. And before you get too much of a 
wrong impression of his work, I would like to say that one of his 
very specific jobs was to contact the lending agencies or banks, every- 
thing that was approved by the Commodity Credit Corporation. 

I used him for several months to make very extensive surveys of 
the banks to determine their attitude about increasing the rates paid 
by Commodity Credit on this loan work. 

As a result of his reports to me, I reported to our Washington 
office that I did not think that the banks really meant quite so hard 
their statements that they were going to pull out of the program if 
the interest rates were not increased immediately. And I do not 
know whether that had any effect or not, but I do know that the rates 
were not increased that year. 

Senator Kem. Could not that information be had some other way 
except by personal calls on the bankers? 

Mr. Wurre. Perhaps it could. 

Senator Kem. That is, more cheaply. What other public-relations 
people did you have attached to your office? 

Mr. Wuire. None. 
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Senator Kem. Did you have any publicity men? 

Mr. Wuire. No, sir. 

Senator ANDERSON. Where is Meno Schoenbach ? 

Mr. Wurre. He is not attached to my office. 

Senator ANDERSON. Whose office is he attached to? He is in Dallas? 

Mr. Wuire. He was. 

Senator Anperson. Has he not been in Dallas steadily ¢ 

Mr. Wuire. Yes, sir. 

Senator ANprerson. Whose office is he attached to? 

Mr. Wurre. He is a part of the PMA, but he was not part of my 
office. 

Senator ANpERSON. Whose office is he attached to? 

Mr. Wurre. To the PMA information oflice of Washington. 

Senator Kem. What is his name! 

Mr. Wuire. Meno Schoenbach. 

Senator Kem. What were his duties ¢ 

Mr. Wuire. Well, to handle information, news work for PMA, 
market news work for PMA, news work in that territory. 

Senator Kem. Publicity man? 

Mr. Wuirte. I do not quite know what you mean by publicity man. 

Senator Kem. Was he a man engaged in the business of putting out 
information hand-outs for the Department and for the PMA at 
Dallas ¢ 

Mr. Wurrr. Yes; on certain activities. On some he did not. 

Senator Kem. How many other men were operating in that capacity 
for the Department of Agriculture in the Dallas area ¢ 

Mr. Wurre. Well, he was the head of the office. I think he had 
what you would call two or three people that might have been classed 
as assistants. There were, probably, seven or eight people attached 
to his office. That would include stenographers and people like that. 

Senator Kem. Did it ever occur to you that some of these people 
might have been used to advantage as inspectors ¢ 

Mr. Wurrr. No. 

Senator Kem. There would have been some pretty good timber 
there for that purpose. 

Mr. Wurre. Well, as a matter of fact, Mr. Schoenbach would have 
made a very good one, but he was busy on this other work. He has 
the disposition to do that kind of work. 

The CrarrmMan. Did you consider his work important and neces- 
sary ¢ 

Mr. Wutre. Whose? 

The Cnamman. Mr. Schoenbach. 

Mr. Wurre. I had nothing whatever to do with Schoenbach. He 
was not under me. I think the work he did was good work. I think 
he was a very excellent employee. 

Before we get too far off of Mr. Schoenbach, it might bring Mr. 
Anderson up to date, in the latter part of December, he resigned to 
enter private employment at a much bigger salary, as I understand it, 
than what he was getting with the Government. 

So he must have been a very good information man. 

Senator Kem. Is there a reasonably sufficient quota of news men 
covering that territory, gathering and disseminating news for the 


newspapers and the news services ¢ 
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Mr. Wurre. I am not thoroughly familiar with what Mr. Schoen 
bach’s office was responsible for. 

So far as I was concerned, whenever I had newspapermen call me, 
which was not very frequently, I usually referred them to him and let 
him get the information, because it was usually on something that hac 
to be dug out of our Department some place. 

Senator Kem. You never noticed any lack of attention to their duties 
on behalf of the usual news-gathering agencies there, did vou ¢ 

Mr. Wutrre. I do not know that I understand your question. 

Senator Kem. The matter of collecting and disseminating news 
being carried on by the usual agencies in that territory—a perfectly 
simple question. 

Mr. Wurre. Well, I will say the usual agencies in the territory col 
lecting and disseminating news for the newspapers, were certainly 
operating. 

Senator Kem. Were they operating in that territory ¢ 

Mr. Wuire. Yes, sir. 

Senator Kem. Did they seem to be discharging their responsibilities 
in that respect ? 

Mr. Wurre. Well, I do not know. I do not know what their re- 
sponsibilities are. 

The CuatrmMan. How would they get information except from some- 
body that knew about it? You say “that they came to you for certain 
information. Could you have given it to them youself / 

Mr. Wurre. Not directly, because it was detailed information, some- 
what like what you are asking for that I did not have. 

Senator Jounston. Did you have any supervision or anything to do 
with this staff whatever ¢ 

Mr. Wurre. With the information staff? No, nothing whatsoever. 
They were the service group just like there is a personnel office in 
Dallas, to service all the PMA people. 

Senator Kem. Did this staff keep the public advised as to these 
shortages that were occurring ? 

The Cnamman. Mr. Cotter, have you any more questions ¢ 

Mr. Correr. Yes, I have. 

I want to complete the record of yesterday with respect to a general 
policy statement dated October 26, 1951, which was read into the 
record. This is just a copy. The names of the persons who were 
supposed to have signed it were not available. 

I want to put them in. The Director of the Grain Branch, PMA, 
Drexel D. Watson; Director of Fiscal Branch, PMA, K. A. Brasfield; 
Acting Vice President, CCC, John H. Dean, and you have the signature 
of the Acting Deputy Solicitor, George E. Cooper. 

(See statement, p. 121.) 

Senator Jounson. Have you got the original ? 

Mr. Correr. We have a conformed copy. 

Senator ANperson. May I ask a question while you are getting that 
ready? You mentioned that Mr. Bramlett went up to— 

Mr. Wurre. Mr. Stuard went up there. 

Senator Anperson. I thought Bramlett made—— 

Mr. Wurre. Bramlett made the contract. He is the man that signed 
the contract. 

Senator ANperson. His vesponsibility is to try to sign good con- 
tracts, is it not, and not bad ones? 


Mr. Wuire. Yes, sir. 
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Senator AnpEeRsON. In other words, Stuard inspected it, also before 
you approved it ¢ 
Mr. WuHit! " No. sir. No inspection before we approved it. 

Senator AnDerson. Bramlett made the deal. Is he still with the 
Department ¢ 

Mr. Wuirte. Yes, sir. 

Senator ANpERsoN. Some person down in the Department made an 
error that you said was a human error in overpaying this. Is that 
person still with the Department 

Mr. Wurre. Well, as a matter of fact, they are not, but I understand 
that their leaving was voluntary. 

Senator Anprrson. I am just trying to figure out this question of 
responsibility, because somebody above you has responsibility for 
the work that is done down there, too. 

I am wondering if it went higher or just extended to you. 

The CHarrman. Who would have had the responsibility of dis- 
charging this person who made this error? Could you not have 
done it ? 

Mr. Wurre. Which error are we now talking about ? 

Senator Anprerson. On this check. 

The Coatrman. This $4,000 overpayment. 

Mr. Wurre. Yes: I would have had the responsibility to have 
discharged that person if it had been determined that that act was 
one warranting discharge: yes, sir. 

The CHarrmMan. You did not think it was? 

Mr. Wurre. I did not have the opportunity of deciding it on this 
particular case, because I was discharged myself. 

Senator Anprerson. Did your successor discharge this person ? 

Mr. Wuirr. No. 

The CHarrmman. When did you find out that this error was made by 
this young lady / 

Mr. Wuire. After I was discharged. 

The Cuamman. After you were discharged / 

Mr. Wurre. Yes. 

The Cuarrman. All right. 

Senator Anprerson. The successor has not done a thing about it? 

Mr. Wuirr. Mr. Anderson, I do not know. I have just heard of 
it, from what we call the grapevine, that the girl has resigned, that 
she was not fired. 

Mr. Correr. Can you shed any light on why this particular company 
ut Arkadelphia was given a contract that was off the beaten track ? 
You have testified so far as your grain supply was concerned you 
did not use it, and you had to send it to Kansas City to get erain to 
fill it. 

Mr. WHIrTe. Well. the only reason I can vive for it is that that was 
during the period when we had the flood of grain, and the glut was 
not confined to our territory, but it included Kansas City. And from 
time to time when we had space available, why, we made it available 
to Kansas City. 

Mr. Correr. Did vou have instructions to procure space for other 
offices as well as the Dallas area ? 

Mr. W HITe. Not in those terms, but the general policy was to get 
all of the space we could because we might need it. 


"O54 52 pt. 1 16 








230 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. Mr. White, you read into the record yesterday a tele- 
phone conversation between you and Mr. Kruse, dated October 10. 

Mr. Wurre. Yes, sir. 

Mr. Correr. I want to introduce into the record a telephone con- 
versation dated October 16, and we will just introduce it as an exhibit. 
I want to call your attention to the conversation. 

Senator Kem. Just a minute. Does this have to do with the Ark- 


adelphia case? 

Mr. Correr. No, it does not. 

Senator Kem. I would like to be given an opportunity to inquire 
into the Arkadelphia case before we leave it. 

The Cuamman. All right, you may do so. Let us finish this first, 
Senator. 

Mr. Correr. Do you have a copy of this transcript with you? 

Mr. Wurre. Yes, sir. 

Mr. Correr. Will you turn to page 2 of the transcript, the top ot 
the page? 

Mr. Wurre. You are talking about the telephone call from Mr. 
Kruse to me on October 16, I presume ? 

Mr. Correr. Which was a follow-up of the one on the 10th which 
led to the conference in Washington which, in turn, led to the policy 
directive of October 26. 

Mr. Wuirer. Yes, sir; I have it here. 

Mr. Correr. At the top of this page, under your name, it says: 

Wuire. I have one or two other things, if you have a minute. We reported in 
to you that one of our peanut shellers was short. We reported it to Prichard 
about $22,000 involved. He’s actyally short all right, but we have already been 
over there and arrangements have been worked out where we think he can cover 
all except one or two thousand dollars. 

Senator Hottanp. Just a moment. He has not found the memo. 

Mr. Wuire. I have found the memo, but I have not found that. 
But I know it is in there. 

Senator ANprrson. I do, too. 

Mr. Wurre. Was it October 16? 

Mr. Correr. Yes, October 16, at the top of the page. 

Mr. Wurre. Yes, I have it. 


Mr. Correr (reading.) 
The St. Louis Terminal Co., which is bonding company for that particular out 
fit—his bond is in excess of the total loss. I wanted to inform you about it. 


(The memorandum from which excerpts quoted reads in full as 


follows :) 


Exuisit No. 12 


LONG-DISTANCE CONVERSATION, TuEespAY, Oct. 16, 1951— Etmer F. Kruse, PMA 
AACO, WASHINGTON, TO LATHAM Wuite, DaLtas PMACO Direcror 


Kruse. Hello Latham. 

Wutre. Good morning, Mr. Kruse. 

Kruse. I have talked with the Solicitor’s office and people around here, and 
they were wondering if what you had in mind would not best be served if you 
or Harry would come in here with a bunch of these cases. The Solicitor’s office 
would like to have Farrell come in here, they don’t have—— 

Wuhrer. I feel like it would be better to have the thing out here, but of course 
we will come in. 

Kruse. The Solicitor’s office are really snowed under and they don’t feel they 
could take time. Besides they would like to have Farrell come in anyway. In 
fact, they have already written Farrell telling him he was going to make arrange- 
ments for you to come in. And for him to come in at the same time. 
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Wuite. About when should we come in? 

Kruse. When would suit you? 

Wuirse. Oifhand, I don’t know. The sooner the better. 

Kruse. What about Friday of this week? 

Wuirte. That would be all right. I reaily think we ought to be there Thursday. 

Kruse. That’s one day of the week I have been trying to keep free. 

Wuirte. Let me do a little checking and then teletype you. 

Kruse. No particular reason, even if you did come in Thursday and I was not 
here. 

Warre. I think this is a more-than-one-day proposition. 

Kruse. That’s possibly right. I would have no objections to your coming in 
Thursday even if Iam not here. Okay with me if you and Farrell want to come 
in Thursday. 

Waite. Chances are I will have Harry come because he’s the chairman of this 
committee. He has been working on these things. Bach one is different. He's 
familiar with all the cases. 

Kruse. I think that is right. 

Wuire. I would like to point this out: One reason I wanted it down here 
was so I could get some of my people in on the discussion so they could hear 
some of the (7) whys. 

Kruse. Just have to depend on Harry to relay the things. 

Wuire. That would be secondary. We certainly do want to come in. 

Kruse. Check it and send me a wire. 

Wurre. I have one or two other things, if you have a minute. We reported in 
to you that one of our peanut shellers was short. We reported it to Prichard 
about $22,000 involved. He’s actually short all right, but we have already been 
over there and arrangements have been worked out where we think he can 
cover all except one or two thousand dollars. The St. Louis Terminal Co., which 
is bonding company for that particular outfit—his bond is in excess of the total 
loss. I wanted to inform you about it. 

And yesterday I attended a meeting in Fort Worth with Pritchard and Dennard 
and David, the manager of the peanut co-op at Gorman, and a lot of shellers 
in this section. They are all sore because apparently the shelling or ware 
housing contract with Commodity this year contemplated that the shellers 
and warehousemen would not accept any peanuts above 9 percent moisture. 
Would make producer dry them down at home before accepted and paid for. 
\ deal came up with the Gorman co-op where they have a mechanical drier 
and wanted to accept them—Pritchard okayed it. So we notified them and 
it got out in the trade because these fellows were able to take peanuts above 
the 9 percent moisture. About what it turned out yesterday we would have 
offered the same thing to everybody else. tut the catch was we did not tell 
everybody abont it 

Kruse. Anybdy else agree to do it? 

Wurrte. Yes. So, in this connection Pritchard and we are fixing up a letter 
today to go out offering the same proposition to anybody that can qualify, which 
is proper 

Kruse. I think that is right 

Whuire. But it disturbed me a little bit because I think it is contrary to the 
eontract. Actually it is an amendment, which is all right with me. 

Kruse. Well, on this—nothing in my thoughts—I have not been in on it too 
much, just broad basis 

Wuirr. What we're doing ought to be done particularly in view of approving 
that other plant. Actually I think it ought to be done anyway and I don’t 
understand why they ever cooked up a deal where warehouseman could not 
accept and dry them down 

Kruse. As far as I'm concerned, it has been always possible. 

Wuite. Not under this deal this year. 

Kruse. That is the same thing we have on grain. My thought, at least to get 
it on the same basis as grain—until propose drying them. 

WHITE. The catch is when have you taken it in? When take it from the 
farmer, or when Commodity reimburses warehouseman. When the warehouse- 
man pays the farmer, then the farmer has to get it dried for you. But if rule 
is when we reimburse warehouseman for it, then it is all right. The first quirk 
is not practical. The way we're proposing is way it ought to be, anyway. It 
got pretty hot. Of course they kinda put me on the spot because we had okayed 
the deal I didn’t want to tell them it was Pritchard who okayed it. I didn’t 
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want to put him on the spot. If anything comes up, Pritchard has the dope on 
” Kruse. Okey doke. You drop us a wire. 

‘Waite. All right. And thanks. 

Mr. Correr. That was a shortage case, was it not ? 

Mr. Wuire. I guess it would be classed as that. He was short 
the peanuts of ours, which had been stored in there. There may be 
some legal angles in connection with the peanut price support program 
as to whether or not we had legal title to peanuts at that particular 
time. 

Mr. Correr. Were they not your peanuts ? 

Mr. Wuirre. I am not certain. We classed them as such; but if 
you start talking about conversion cases you get into legal angles, 
and I am not familar enough with the mechanics of the price-support 
program on peanuts to answer your quest ion, 

Mr. Correr. Why did he have a bond ¢ 

Senator Kem. Had we not better finish the Arkadelphia case before 
we get into the peanuts? 

The Cuatrrman. How long will this take? 

Mr. Correr. I just wanted to bring out a point. I should like to 
ask if you referred it to C. and L., did you? 

Mr. Wuire. I do not think we did. 

Mr. Correr. Did you refer it to the United States attorney / 

Mr. Wuire. No, sir. 

Mr. Correr. I was just trying to develop what were conversion cases 
and what were not, and if the conversion cases were the ones that 
the people could not cover, and if they could cover, why, whether 
you just closed them out right there ? 

Mr. Wuire. Well, no. If you are asking that in terms of what is 
the policy that the man could pay off, did we forget it and not have 
a C. and I. investigation, the answer to that is, no. That was not 
our policy y. 

Mr. Correr. But there was no investigation made on this? 

Mr. Wuire. So far as I know. 

Senator A1ken. Was it a habit? 

Senator ANperson. Have you the name in the records? The 
telephone conversation does not refer to the name of the case. There 
were several peanut shortage cases, were there not ? 

Mr. Correr. That is right. Do you know the name of the case? 

Mr. Wurre. I do not know the name of the company, but it was 
« company, I believe, at Brownwood, Tex. 

Mr. Corrrer. We can come back to this. 

Senator Arken. It was not the policy to settle these cases quietly— 
was it the policy? 

Mr. Wuirr. No, sir; it was not. Asa matter of fact, the only case 
that we ever settled in Dallas was the Meekins case, and you are all 
familiar with that one. 

Senator Arken. You settled this peanut case ? 

Mr. Wnuirrr. It is not really settled, Mr. Solomon says. It has only 
been partially settled. 

The Cuamman. Even though it were settled, you say that the in- 
vestigation by C. and I. would have been made anyway, and if there 
was anything found wrong it would have been turned over to the 
prosecuting attorney ? 


Mr. Wuire. Yes, sir. 
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Senator Anperson. He said it is not turned over to C. and I. 

Mr. Wurre. He is talking about the Meekins case now. 

Senator Anperson. The peanut cases—there are more than one, 
just one peanut case ‘ 

Mr. Wurre. Mr. Anderson, this is—— 

The Cuatrman. I thought you made a statement, either this morning 
or yesterday, that even though payment was made in these cases where 
there might have been conversion, that the case was investigated later, 
and if there was any criminal law violated, that they were prosecuted, 
or it was turned over to the prosecuting attorney. Is that correct ? 

Mr. Wurre. Yes, sir. 

Mr. Correr. You did not intend to turn this one over, did you? 

Mr. Wurrr. Yes, sir. Let me just talk a bit on that one. That 
was a new type of deal for us. 

I would say that I know that I did not refer it to C. and I. And 
that took place October 16, and our fiscal man was to go over there, 
along with the bonding company representative. 


And I was informed 
at 


a later date that arrangements had been made for us to recover 
all of our money. And the only reason I can give for not having sent 
it to C. and I. is that I simply overlooked it. 

Senator Anperson. There were others. What about that? 

Mr. Correr. I got a different impression from talking to you about 
it last night. 

Mr. Waurre. Maybe you did. 

Senator Youne. Whose over-all responsibility was it to see that 
there was not any shortage’ Was it yours, somebody’s in Washington, 
or who’ Whose responsibility was it / 

Mr. Wurre. The over-all responsibility would be in Washington. 
In connection with my territory it would be with me. 

Senator Youne. If there was a shortage, it was your direct re- 
sponsibility ¢ 

Mr. Wurre. Yes. 

Senator Youne. Regardless of the many divided responsibilit ies ? 

Mr. Wurrr. Yes. It was my responsibility to turn it over, to in- 
form somebody about it, and to turn it over to somebody to look after. 

In the case of this peanut business I had never had that responsibility 
before, and I had never talked with any of my Washington superiors 
about what to do with a case like that. 

Senator ANperson. Had not your office been dealing with the peanut 
support program before ? 

Mr. Wurrr. Mr. Anderson, only I think just in 1951. We did not 
do a great deal. 

Senator Anperson. Do you have any idea how many peanut shortage 
cases there were? 

Mr. Wurre. Well, I know that the vear before, or, maybe. 2 years 
before there was a shortage at Denton, Tex. 

Senator ANprerson. Yes. 

Mr. Wurre. I think there is a lawsuit involved on that already 
and IT think that we recovered part of our money. But when the 
case came up. the peanut work was—that part of the peanut work 
was handled by the Washington office of the Fats and Oils Branch. 
It was not my responsibility, at least I did not consider it to be my 
responsibility, to refer that case to C. and L., although as a matter of 
fact, they were in on that. 
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Senator Anperson. This man Prichard referred to is the head of 
the Fats and Oils Branch of the Department of Agriculture? 

Mr. Wuire. Yes, sir. 

Senator Anperson. Has he handled all of the peanut shortage 
cases since ? 

Mr. Wurre. Well, so far as I know he has. I have not handled 
any, if that willhelp any. This has been the only 

Senator Anperson. Had not more that just these two cases? I am 
trying to find out. 

Mr. Wuire. This year, I mean in 1951, I do not think so. Prior to 
1951, yes. 

Senator ANperson. What happened to those shortage cases ¢ 

Mr. Wurre. Well, I do not know. 

Senator Anperson. Would we have to get Mr. Prichard. Have you 
got a list of the shortage cases? 

Mr. Wuire. No, sir. 

Senator ANpEerson. Who would have a list of them? 

Mr. Wurre. Mr. Prichard should have it. He certainly should 
know about any of them that would come to his attention. And if 
the C. and I. Department has had any referred to them, they should 
have a list of them. 

Senator ANpEeRrsON. Were not all of the peanut shortage cases han- 
dled just like the Meekins case started to Tre. when they caught him 
they paid up, is that not right ? 

Mr. Wurre. Since I did not handle it, I do not know. 

Senator Anperson. All right. 

Senator Taye. Who did handle them, if you did not, Mr. White? 

Mr. Wurrer. I think that the Fats and Oils Branch in Washington 
did. But what I am trying to say is that up until last year we were 
not into the peanut part of the work enough to where we would have 
had responsibility for that sort of thing. 

Senator Ture. The only time that you concerned yourself with the 
peanut program would be if a specific order came to you and that was 
your assignment ¢ 

Mr. Wurrr. Our assignment on the peanut work is a rather involved 
sort of arrangement. 

The Southwestern Peanut Growers Association at Gorman is the 
agent for Commodity Credit Corporation in that area to handle the 
price support work on peanuts. 

Involved in the price mpport program is a matter of approving 
warehouses for storage. That was given to us last year. And it also 
involved, as a matter of fact, loaning money to certain warehousemen 
and peanut operators to buy commodities—to use in buying the pea- 
nuts. Although there is some sort of arrangement that they do not 
actually belong to the Commodity Credit, because before maturity 
date they can sell them at less than 105 percent of parity. 

From time to time the Gorman Co-op decides that certain of those 
peanuts that do belong to Commodity Credit Corporation will be sold 
and they issue the sales announcement, but the bids come to us in 
Dallas and we actually decide which bids are lower bids and we actu- 
ally make the sale. 

However, we have informed the Gorman peanut office who bought 
them and they arranged for delivery. So it is quite involved. 
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And we only have had that part that I have described to you just 
during 1951. 

Prior to that, other than to keep records of who money was loaned 
to, based on approval by Washington, I do not think we had anything 
to do with it. That was just the fiscal part of the work. 

The Cuammnan. All right, we will return now to the Arkadelphia 
case. 

Senator Kem. It is 12 o’clock now. We have the Japanese Treaty 
up this afternoon. There is a very important discussion on that. 
And so far as I am concerned, I would like to be in my seat in the 
Senate when that discussion takes place. 

The Cuarmman. I had some witnesses summoned for this afternoon, 
Senator Kem. And I was in hopes of getting through today, if 
possible, with these two witnesses who came here especially for that. 
and I have obtained permission yesterday—— 

Senator Kem. If necessary, it seems to me when as important a 
matter as the Japanese Treaty is under discussion in the Senate—— 

The Cuarrman. All of the discussion has been completed. 

Senator Kem. —that we should be there. 

Senator Hottanp. I wonder if we could take time enough to put in 
the record these two documents that the witness has produced, pur- 
suant to my request of yesterday, and then they can be examined by 
the committee at its leisure. 

Senator Arken. What are they? 

Senator Hotianp. I would like the witness to identify them and 
place them in the record. I asked for them yesterday. 

Senator Arken. I know you did. 

Mr. Wuire. The first one is a copy of a letter dated April 26, 1949, 
from me to Leroy K. Smith, Director, Grain Branch, Washington; 
subject: “Recommended Revision of Application Form for Approval] 
of Warehouse.” 

I think that it was asked for due to the fact that I said that in that 
letter I had recommended that county PMA committees be asked to 
approve these warehouses before we did, but it was not actually placed 
into effect until a year later. 

Senator Hotuanp. I think that is sufficient identification for it to go 
in the record. 

Senator Arken. Is the other the answer ? 

Senator Hottanp. Any others may go back into it later and check 
on it in any way they wish. I just wanted to get it in the record. 

The Cuamman. It may go into the record. 

(The letter dated April 26, 1949, is as follows :) 


Exuisit No. 13 
UNITED STATES DEPARTMENT OF AGRICULTURE, 


PRODUCTION AND MARKETING ADMINISTRATION COMMODITY OFFICE, 
DALLAS, TEx., April 26, 1949. 


To: Leroy K. Smith, Director, Grain Branch—Washington, D. C. 
Attention: Harry Neal, Warehouses and Bins Division. 
From: Latham White, Director 


PMA Commodity Office—Dallas, Tex. 
Subject : Recommended Revision of Application Form for Approval of Warehouse 
This will refer to your request of March 31, asking us to make recommendations 
concerning the revision of the application form used in the approval of grain 
storage elevators and warehouses under the Form H and J agreements. 
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We have been putting considerable thought and time on this matter and, in 
our effort to do as good a job as possible, may have waited so long to make our 
recommendations that you have already made your final draft. I hope not, and 
I trust that you will find some of our suggestions usable. 

Attached are: (1) suggested application form, (2) instructions for making an 
application, (3) suggested statement of financial condition form, and (4) sug- 
gested definition of flat storage. Our comments are as follows: 

1. Application form.—We consider the present application form rather formida- 
ble, particularly for a small elevator operator, from two standpoints; the number 
of pages, and the number of questions asked. We feel, however, that a certain 
amount of information is necessary in order to make an intelligent decision on 
the application, and that it is better to ask a few questions too many than to 
ask one question too little. We also feel that practically all of the information 
needed in order to approve an application on an elevator for grain storage under 
Form H is also needed to approve an elevator or other facility for handling only 
under Form J. We also feel that there is considerable merit in having only one 
application form that can be sent out for both agreements, rather than having a 
separate application form for each of the agreements. 

For all those reasons, our suggested application form is intended to be used 
whether the applicant wishes to be approved for storage under Form H or han- 
dling only under Form J, and whether the facility is an elevator or a flat ware- 
house. In addition, we have boiled the questions down to where they will fit on 
both sides of one letter-size sheet of paper. 

Please note on the reverse side of the application sheet that we have included 
a space for a recommendation by the county ACA committee. We have not 
checked with the State PMA committees in this area to determine whether they 
would be willing to have their county offices make such a recommendation. 

It is our opinion that they should welcome the opportunity because we have 
heard of numerous instances in which an elevator made excessive or exhorbitant 
charges for certain services, for example, conditioning or dockage prior to the 
time the grain is in a loan position. And we have been advised by the Grain 
Branch Office in Washington on specific instances that there was nothing CCO 
could do about the matter because the charges were made before the grain was 
under loan. It seems to us that the individual producers should be given some 
help in this matter by PMA, and we are of the opinion that if each elevator is 
required to have a recommendation from the county ACA committee, it will permit 
the county committee to call such reported exhorbitant charges to the elevator’s 
attention and either have an understanding that the farmers will be treated fairly 
during the coming year, or the county committee will not recommend their appli- 
cation for approval. 

On the other side of the proposition, we realize that some county committees 
would prefer to not have to disclose to the elevator operator that they are 
unwilling to recommend this facility. If this is true, it may be that having 
the State PMA Office make a recommendation would be the proper way to handle 
the matter. We are not too much in favor of this since it would require the 
elevator operator to send his application and all of his attachments to the State 
Office for their recommendation and then forwarded to us, This would take 
too much time, and might result in the loss of some of the attachments. 

If the county offices are willing to take the “heat” from the country elevators 
they fail to recommend, we would prefer to leave this section in the form. If 
they are not, then we think a place for the county or State committee to make 
a recommendation should be taken off the form completely. 

2. Instructions for making application._-In the past we have been sending 
each applicant separate mimeographed instructions relating to the application, 
bond, insurance, ete., and in addition having been writing an individual trans- 
mittal letter. You will note from our suggested instructions that it is a com- 
bination transmittal letter and instruction sheet. Also that it is contained on 
both sides of one letter-size sheet of paper. Please note also that while we 
are proposing certain formulas in connection with performance bond require- 
ments on flat warehouses, we have not set forth this formula in our instruction 
sheet sent to the warehouses as we have in the case of the performance bond 
formula on a regular elevator. This performance bond formula on flat ware- 
houses has not been included for the reason that the bond required depends on 
our interpretation of the information submitted in the application, and upon 
our judgment as to the class of flat warehouse for which application is being 
made, 
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3. Suggested statement of financial condition.—It has been our experience 
that the smaller country elevator managements do not know how to submit a 
lucid financial statement, or else that we do not have the ability to analyze 
some of the statements they submit. For this reason, we have composed the 
suggested statement of financial condition and have been using it for several 
months in this area. You will note the applicant is advised the use of this form 
is not compulsory and that his own financial statement, audit report, etc., will 
be acceptable. It has been our experience that most of the smaller houses will 
use this suggested form, and that it is superior to the form of financial statement 
usually received. 

4. Suggested definitions of flat storage and relative bonding conditions It 
was noted at our last meeting in Chicago that the various area offices approving 
flat warehouses for grain storage were not all in agreement on the definitior 
of fiat storage; and, as a matter of fact, we have been a little hazy ourselves 
as to whether a flat warehouse is always to be considered as flat storage insofar 
as the 30¢-per-bushel performance bond requirement is concerned. We have some 
flat warehouses that have all of the facilities ordinarily found at many country 
elevator points and, due to a lack of instruction in the matter, have required 
some of these flat warehouses to post a 30¢-per-bushel performance bond, when 
actually they should only have been required to furnish the same amount of bond 
as required from elevators. 

Believing this matter of flat storage should be clarified in order for all offices 
to operate more intelligently and more nniformly, we have prepared a suggested 
definition of flat storage we think will fill the requirement. Whether you adopt 
our definition or not, we believe the Grain Branch should issue a statement 
on the subject that can be used by the area offices as a formula for approving 
this type of facility 

The suggestions contained in this letter do not represent all of the improve 
ments we think could be made in connection with the application and related 
documents, including the Uniform Grain Storage Agreement itself, but it does 
represent all that we have had the time on which to present a formal recom 
mendation. 

In conformance with your memorandum, we are sending copies of our recom 
mendations and forms to the other area offices for their information 

e LATHAM WHITE. 


Senator Arken. Is the other letter the reply Y 

Mr. Wurre. No. sir. 

Senator Hotianp. This is another matter. 

Senator Tuyr. Before Senator Kem commences. Who are the 
witnesses this afternoon, and what is the subject of their testimony / 

The CHatrrMAN. We can hear them later. It is to button up this 
testimony. 

Senator Kem. Who are they ? 

The CHAIRMAN. I believe that with all we have in the record from 
these two witnesses we might be able to get through with them by 
1 o'clock. ; 

Senator Kem. May I inquire who they are? 

The CHarrman. They are from the PMA. 

Senator Kem. You do not have to subpoena them. do you Y 

The CHarrman. No, we can postpone hearing them. 

Senator Hotianp. I was asking this witness to identify these two 
papers, if I might be indulged to do that. 

The second he has has not yet been identified. 

* Mr. Wuirr. The second one is a letter dated February 14, 1952, 
addressed to me by the Assistant Chief Auditor of the Dallas PMA 
office in answer to my request that I be furnished copies of certain 
PMA audit reports, and in which he replied that he was unable to do 
so. 

Senator Hotianp. I ask that that be incorporated in the record. 

The CHarman. That will be made a part of the record. 
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(The letter dated February 14, 1952, is as follows :) 


Exnursrr No. 14 


Untrep STares DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
OFFICE oF AUDIT, 
Dallas, Teev., February 14, 1952. 
Mr. LATHAM WHITE, 
Dallas, Tez. 

Deak LATHAM: This acknowledges your letter of February 8 in which you 
request copies of several audit reports. The Director of the Dallas PMA Com 
modity Office had already referred to me your original request of January 30. 
As I recall, all of these are reports that had originally been released to you 
through official channels, and some were only recently made available to you again 
by special arrangement in January when you made a telephone request for access 
to them. 

Furnishing audit reports, other than through official channels such as referred 
to above, is specifically prohibited by 7 CFR, Subtitle C Ch. XXI, Part 2100— 
Office of the Secretary, Subpart A, Sec. 2100.3 (a) (5), published in the Federal 
Register of September 11, 1946, as you will probably recall. I was aware of 
this regulation when your request was first received, but with the thought that 
I would exhaust every possibility of complying with your request, I referred 
the matter to Washington to see if there was any way to release these reports 
to you. 

It is with regret that I must now inform you that I do not have the authority 
to release the requested copies to you. As you made a similar request on behalf 
of Mr. Harry Solomon, will you please pass my regrets on to Harry. 

Very truly yours, 
A. F. RoUNSAVILLE, 
Assistant Chief Auditor. 


The Cuarrman. All right, Senator Kem. 

Senator Kem. I want to ask you about the bonds in the Arkadelphia 

case. 

As I understand, under the regulations, you were required to have 
a compliance bond of five cents a bushel, at least, based on the e apacity 
of the house, is that night? 

Mr. Wurre. Yes. 

Senator Kem. And then when there was a lack of strong financial 
responsibility you were required to have an additional bond—we 
might call it a deficiency bond, is that correct ? 

Mr. Wuirtr. Yes, sir. 

Senator Kem. What bonds did you require in this case? 

Mr. Wutre. We required both of those bonds, the total amount of 
which was $60,000, and that, working backwards, 15 cents a bushel 
would be based on a 400,000 bushel capacity house, although, as a 
matter of fact, I understand the application showed that the capacity 
was 380,000 bushels. 

Senator Kem. How much grain did they have at any one time? 

Mr. Wurre. I will have to goto the General Accounting Office report 
on that. I believe it said 179,000 bushels. 

Senator Kem. What did that amount to in dollars and cents, 
roughly? 

Senator Anperson. $350,000. 

Mr. Wurre. At this time about $2.50 a bushel, I would say. 

Senator Anprrson. $425,000? 

Mr. Wuire. Yes. 

Senator Kem. $425,000? 

Mr. Wuire. Yes. 
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Senator Kem. It is conceded that the Southern Grain Company had 
no financial responsibility, is it? 

Mr. Wurre. Well, I am not conceding that, because I do not know. 
\]l I am going by is what the application says. 

Senator Kem. You have not heard of any financial responsibility 
that they have, have you? 

Mr. Wuire. No. 

Senator Kem. Under the practice that was followed, some $450,000 
worth of Government property was turned over to this company on 
a security of $16,000, is that right? 

Mr. Wurre. That is one way of stating it. 

Senator Kem. Is that a fair and proper way to state it? 

Mr. Wurre. [ would not know. 

Senator Kem. How would you state it? 

Mr. Wurre. I would not try to state it. What I would state was 
that the warehouseman made an application. He had a facility in 
line with the type of facility of what we had been approving during 
this emergency program. Our policy and our requirement bond was 
a certain way and we followed those ways, and we got the bond that 
it called for. 

Senator Kem. Do you consider that bond adequate for the protec- 
tion of the Government ? 

Mr. Wurre. No, sir; I do not. 

Senator Kem. Did you recommend that any changes be made in the 
regulation in that respect ? 

Mr. Wurre. Yes, sir. In July 1951 I recommended to two repre- 
sentatives of the PMA Transportation and Warehousing Branch, who 
were in Dallas, that the bonds on grain were too low and that they 
should be increased. 

I also made a recommendation prior to December 29, 1951, in Chi- 
cago, about the first of December 1951, that the bonds were too low 
and suggested that the bonds should be increased to the point where 
we could have some dependence on a bonding company to make a 
thorough investigation of these warehousemen, so that they would 
weed out some of the undesirable warehousemen. 

Senator Kem. What reply did you get to that recommendation / 

Mr. Wuire. Well, I got no reply to the first one. And the second 
one was just In an open meeting, and what I said did not indicate that 
I must have a direct reply. 

I think that you wil] find there is considerable talk now with respect 
to the Uniform Grain Storage Agreement coming up this year of in- 
creasing that bond some. I do not know how much. 

Senator Kem. Why did you think that the responsibility of weeding 
out the undesirable warehousemen should be checked through the 
bonding companies? Is that not the responsibility to be performed 
by the Government ? 

Mr. Wurre. I left the wrong impression if I said “checked through 
the bonding company.” I think the Government has some responsi- 
bility, but with no staff with which to make these initial inspections, 
and due to the fact that our financial statements were not certified 
to us by a public accountant, and due to the fact that if they were that 
there was no assurance that the day after the certification was made 
that any cash in the bank as current assets would remain in the bank 
for our assistance, then I felt that a bonding company who had local 
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people would make a much more thorough check than we were able 
tomake. I still think that is true. 

Senator Kem. Did you ever recommend that the public relations 
and publicity men during this emergency be used for the purpose 
of making inspections? 

Mr. Wurre. No, sir. I do not know that I did. 

Senator Kem. Do you think that suggestion would have any merit ’ 

Mr. Wurrr. Technically, no; because of the type of people involved. 

Senator Kem. How about practically ? 

Mr. Wurre. Who make a inspections should have a certain 
amount of particularly accounting training. 

Senator Kem. Mr. Hinton would be a good inspector, would he 
not ¢ 

Mr. Wurre. Sir? 

Senator Kem. Mr. Hinton would be an excellent inspector, would 
he not? 

Mr. Wurre. Well, I am sure Mr. Hinton would be an addition to 
our staff down there that would be of much assistance. 

Senator Kem. You could not find one who would do more, could 
you / 

Mr. Wurrer. I am not well enough acquainted with Mr. Hinton’s 
accounting background to really answer that question. 

Senator Kem. You have heard of his business experience—would 
that not seem to qualify him? 

Mr. Wurre. It would certainly help. 

Senator Kem. How about Mr. Schoenbach, would he not have been 
a pretty capable inspector to use in an emergency ? 

Mr. Wuire. As a matter of fact, he would have been, yes, sir. 

Senator Kem. How about these eight employees on his staff—could 
they not have been used? 

Mr. Wurre. No, some of them could not have been, because they 
were girls, some of them were married women, you could not have 
had them away from home. 

Senator Kem. How about the men—how many men were there? 

Mr. Wurre. I do not recall. There were two or three. 

Senator Kem. Do you think you could get some pretty good timber 
for an inspector there? 

Mr. Wurre. I am not acquainted with their background, Mr. Kem, 
I do not know. 

Senator Kem. Well now, as a matter of fact, this job of inspecting 
would not be so terribly difficult, would it? It would require a little 
energy and a sense of responsibility, more than anything else, would 
it not? 

Mr. Wurre. Well, the men who do this type of inspection work 
are Mr. Stuard—I think would be one type of man that would be 
good at that. He is familiar with grain warehousing, with their 
operations—he is familiar with grain—he has been a grain inspector 
for—a licensed inspector, and I think that is one qualification that 
is needed, I mean, first class. 

Another qualification would be the type that the PMA auditors 
have, namely, the ability to look through the man’s books and learn 
the total warehouse receipts that are outstanding in that warehouse. 

Really, you need a combination accountant and grain inspector to 
make an ideal inspector of this type. 
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Senator Kem. An ideal—how about an emergency inspector—in- 
spector to meet the emergency conditions which the Commodity Credit 
Corporation found itself faced with. 

Mr. Wurre. In an emergency, you use a lot less. 

Senator Kem. You agree—— 

Mr. Wurre. I have not thought about that. 

Senator Kem. You agree that this was an emergency situation, do 
vou not ¢ 
' Mr. Wurre. To some extent, yes, sir. 

Senator Kem. Is there corporate surety on these bonds that was 
taken / 

Mr. Wurre. Yes, sir. 

Senator Kem. What company is that? 

Mr. Wurre. I do not know what company. The policy on that is 
that the bond must be furnished by a surety company which has been 
approved previously by the United States Treasury Department. 

Senator Kem. Has a claim been made on this Arkadelphia case? 

Mr. WHuiItr. I do not know. 

Senator Kem. You do not know whether a claim has been made? 

Mr. Wurre. No. 

Senator Kem. You do not know whether any money has been col- 
lected ¢ 

Mr. Wurre. No. 

Senator Kem. Is this item that appears in the General Accounting 
Office report of $4,836.75, made in September of 1951, after a charge 
of $9,690.76 had been set up against the Southern Grain Storage Com 
pany June 19, 1951, the instance of the oversight by the young lady 
that you referred to. 

Mr. Wuire. Yes, sir. 

Senator Kem. That is the same matter? 

Mr. Wuire. Yes, sir. 

Senator Kem. That is all. 

The CuarrmMan. Are there any further questions ¢ 

Senator Hou AND. With reference to the Inspections of the ware 
houses, did you not testify yesterday, and did not your letter of 1949, 
put in the record today, show that you recommended at that date that 
Washington, that the PMA, local county units, be called upon to ap- 
prove warehouses before they be licensed ¢ 

Mr. Wurre. To be called upon to recommend approval or disap 
proval of the application, yes, sir. 

Senator Kem. Was there anything ever done about that recommen- 
dation ¢ 

Mr. Wurrr. In 1951, I believe January of 1951, such a thing was 
put into effect, but in case you do not catch these dates, I wish you 
would be sure to remember that all of the cases we are talking about, 
including Arkadelphia, transpired before this policy was actually put 
into effect. 

Senator Hotntanp. But you made the recommendation in 1949 / 

Mr. Wuirr. Yes, sir. 

The CuatmrMan. Are there any further questions’ Is there any 
thing else you desire to add to what you have already stated ¢ 

Mr. Wurrr. If you are going to let us go, I have a very brief state- 
ment that I would like to read. 

The Cuarmman. Proceed. 
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Senator Kem. I am not through with the witness. You did not 
mean that, did you, Mr. Chairman’ There are a great many matters. 

The Cuairman. Senator, we have arranged to have the Midwest 
Storage Company case—— 

Senator Kem. I am sorry, but I think there are many things that 
have not been covered with this witness that I would like to ask. |) 
will not take a great deal of time, but I do expect to have an oppor 
tunity to do it. I do not see any use in going on to another witness 
before we finish with this one. 

Senator Arken. How long will it take? 

Senator Kem. Not too long. 

The Caarmman. Could you proceed now, Senator? Let us try to 
finish. 

Senator Kem. Mr. White, I want to ask you about the matter of 
gratuities. Did you have a man named Stephen Benit in your 
department ¢ 

Mr. Wurre. Yes, sir. 

Senator Kem. Will you tell us about your experience with him, with 
reference to gratuities ¢ 

Mr. Wurre. I will try to make the story as brief as possible. 

Two of our warehousemen were in Shawnee on inspection. They 
talked with a Mr. Smith, manager for a warehouse company, in which 
we were storing commodities. That gentleman told them that for 
several months he had been giving money to one of our men named 
Mr. Benit. 

When those fellows got back, I think on the following Monday, one 
of them came to me and told me what he had heard, and I immediately, 
while he was there, called our C. and I. office, reported it to them. 
There was some discussion about whether the man would repeat the 
statements. 

So is was decided to send a C. and I. investigator and that employee 
of mine to St. Louis to interview the fellow, to see if he would stay 
hitched, as we called it. 

They did go. They did come back. And the fellow repeated his 
statements. 

So when they came back they’ interviewed Mr. Benit, and he ad- 
mitted that he had been doing that. 

Senator Kem. How much did he say he had been getting? 

Mr. Wuire. Sir? 

Senator Kem. How much money did he say he had been collecting ? 

Mr. Wuire. Well, you would have to go to the C. and I. report on 
that, but it was over a thousand dollars, as I recall. 

Senator Kem. He was getting a regular payment, was he not? 

Mr. Wurre. I would say you would call them regular. I do not 
think actually it was the same, like a salary, but they were regular. 

Senator Kem. Substantially monthly payments? 

Mr. Wurrr. Yes. 

Senator Kem. $100 to $150 a month ? 

Mr. Wurre. Roughly, I have heard that figure, $100 to $150 is 
what I have heard. 

Senator Kem. And he collected, in all, about $1,500, did he not? 

Mr. Wurrr. I have heard that, it is my understanding, yes. 

Senator Kem. Over how long a period ? 








STORAGE AND PROCESSING ACTIVITIES OF CCC 243 


Mr. Wurrr, I do not know, but evidently 8 or # months, or perhaps 
some longer. 

Senator Kem. And what was done when you discovered that? 

Mr. Wuire. Well, as I told you we had the C. and I. people get 
on the deal, and he admitted that. And so I recommended that he 
be suspended from duty immediately. And he was. 

At a later date he was allowed to resign in leu of having charges 
preferred against him. 

Then at a still later date the charges were made against him in 
the Federal court. 

Senator Aiken. When? 

Mr. Wurre. Sir? 

Senator A1keN. When / 

Mr. Wurre. I do not know. 

Senator Arken. When were the charges made against him? 

Mr. Wurre. I do not know. 

Senator Kem. How long a time lag was there between his dis- 
charge and the charges / 

Mr. Wuire. I do not know, but several months. 

Senator Kem. Several months? 

Mr. Wuire. Yes, sir. 

Senator Kem. Why did that occur? 

Mr. Wuire. I do not know. Please understand that at the time 
he left our employ and was turned over to C. and I. that the actions 
thereafter, about his case were not my responsibility. 

Senator Kem. Well now, was the fact of this case of a man receiv- 
ing regular gratuities from people with whom he wa’s dealing, was 
that made public ¢ 

Mr. Soromon. So far as I know, not until the case was filed against 
him, but that would be my recollection of what I read im the papers. 

Senator Kem. When the settlement was made with him and he 
was allowed to resign, was the plan then to hush the matter up ? 

Mr. Wuirte. Not that I know of. 

Senator Kem. Why was that done? 

Mr. Wuire. Again, that was not handled by me, Mr. Kem. I do 
not know. 

Senator Kem. Why was there no publicity given to it? 

Mr. Wuire. I do not know. 

Senator Kem. Would not the fact that the man has bes n caught, 
have had a salutary effect on others, if they knew it? 

Mr. Wurre. They knew it. 

Senator Kem. How did the »y know, if it was not made public? 

Mr. Wurrr. Well, there is one of these grapevine things. 

Senator Kem. It was just put out by the grapevine? 

Mr. Wuire. It was not put out, insofar as actually issuing some- 
thing, it just became common knowledge. 

Senator Kem. Was that grapevine handled by the publicity staff 

Dallas or otherwise ? 

Mr. Wurre. No; I do not think that it was. I do not know who is 
in charge of the grapevine in Dallas. 

Senator Kem. Well now, what other cases of a similar kind de- 
veloped in the Dallas office ¢ 

Mr. Wuitr. There have been no other cases like that where a man 
had taken money. 
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Senator Kem. Where any kind of employees were taking gratu- 
ities. 

Mr. Wuire. There have been quite a few of those. As a matter 
of fact, when Benit made his statement, why, he made omy a num- 
ber of charges concerning gratuities, and included in his list was 
myself, and I guess second was Mr. Solomon. And he went right 
on down the line, probably, 10 or 12, I would say. I do not recal] 
exactly. 

Senator Kem. What were the facts in your own case ? 

Mr. Wurre. Well, the facts in my case were that I had received 
what I prefer to call presents or gifts, or what you would call 
gratuities. 

They were in the form of a hat, one of them was a belt with a 
silver buckle, another was the Bible that you have read so much 
about, I am sure, in the papers. We got some boxes of jam. I got 
a keg of shrimp. I got several of these cigarette lighters. 

I got a pocket knife, for one, that I recall. They were of that 
nature. That is what I call, what I term as nominal in value. I 
do not know whether you would or not. 

And I want to add further to that, since it has been opened up, that 
the receipt of those presents was almost entirely at around Christmas 
time. 

It was a custom in Commodity Credit before I ever went with 
them for those presents to be given and received. It was a custom 
in the trade to give those presents, not only to people in the Gov- 
ernment, but to their other customers, and in the grain trade, in 
particular, even to their competitors. 

And that, so far as 1 am personally concerned, there was no thought 
of any bribe being connected with them. And there was no unusual 
favor or undue favor expected or given. 

Senator Kem. Is the same thing true, generally, in Mr. Solomon’s 
case ¢ 

Mr. Wurre. I think it is, but we will let him speak for himself. 

Senator Kem. Did you get any other, before we get to Mr. Solo- 
mon—<did you get any other gratuities from people with whom you 
were doing business ¢ 

Mr. Wuire. Other than the nominal gifts; no. If you are think- 
ing about did I get a gift certificate for $100, the answer is; no. | 
got no gift certificates of any nature whatsoever. 

If you are thinking about television sets, no. 

Senator Kem. Mink coats? 

Mr. Wurre. No, sir. 

Senator Kem. Deep freezers? 

Mr. Wurre. No, sir. I think the record is pretty clear on what I 
got. It has been in the newspapers in my part of the country ex- 
tensively. 

Senator Kem. Was that information put out by this office of pub- 
licity in Dallas? 

Mr. Wurre. No. I do not believe they handled that. 

Senator Kem. Well now, did you get any trips at the expense of 
customers ¢ 

Mr. Wurre. Sir? 

Senator Kem. Any trips, any holiday or vacation trips? 

Mr. Wurre. No, sir; I did not. 
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Mr. Correr. Did you, Mr. Solomon ? 

Senator Kem. You have told us of all of the gratuities? 

M. Wurre. Sir? 

Senator Kem. You have told us of all of the gratuities ? 

Mr. Wurre. I have not listed every one. I have not named every 
one of them, but the list can be furnished by the C. and I. office. 

Senator Kem. That was listed as a ground for your discharge by 
Secretary Brannan when you were relieved from the service, was it 
not ¢ 

Mr. Wurre. Well, there is some question about that. There is 
some question about that. 

Mr. Solomon and I visited with Mr. Brannan on December 29, at 
which time a discussion was had on the charges against us, which he 
described as inefficiency. He gave us a letter containing those charges. 

The letter contained a paragraph in which he said we had gotten 
gratuities. We questioned him about it, but he said that that was 
not one of his charges. 

Senator Kem. It was included in the letter. 

Mr. Wurre. It was included in the letter. Maybe that is splitting 
hairs on it, but we have his own words in which he stated that that was 
not one of the charges. 

Senator Kem. Did you mention hats that you had received as 
gratuities? 

Mr. Wuire. I did receive one. 

Senator Kem. You received a hat. Is that mentioned in Mr. Bran- 
nan’s letter ? 

Mr. Wuirer. No. You mean hats? 

Senator Kem. Yes. 

Mr. Wuite. No; he did not name any. 

Senator Kem. That is one of these gratuities. 

Mr. Wuirte. Yes, sir. 

Senator Kem. Of nominal value that you received ? 

Mr. Wuitr. Yes. 

Senator KEM. As a matter of fact. did you ever know of Mr. 
Brannan receiving a similar gratuity / 

Mr. Wurre. I read in the paper in Dallas in the last 30 days that 
such was the case. 

Senator Kem. Whom did he receive his gratuity from? 

Mr. Wuirte. I understood that he received it from a man by the 
name of Dick Conley. 

Senator Kem. Who is he? 

Mr. Wurte. He isa lawyer in Dallas. 

Senator Kem. Does he have clients who deal with the Government ? 

Mr. Wuirte. I do not know. I understand that he does: ves, sir. 

Senator Kem. Do you know who those clients are ¢ 

Mr. Wuire. No. 

Senator Kem. When was this hat given Mr. Brannan ? 

Mr. Wurrr. Well now, Senator Kem, this is embarrassing to me, 
and you are asking me about things that I do not know. All I know 
about this is hearsay. 

Senator Kem. You do not know of your own knowledge? 

Mr. Wurre. No, sir: I do not know of it to my own knowledge. 
I do not want not to answer: and be truthful—but on the other 
hand—— 
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Senator Kem. I do not think you should be asked questions that 
you do not know. 

Mr. Wurre. I know I do not know. 

Senator Kem. Who does know about that transaction ? 

The Cuarrman. Mr. Brannan is going to be on the stand, Senator. 
You will be able to ask him directly. 

Are there any further questions / 

Senator Kem. Yes. Mr. Solomon, now about the gratuities you 
received. 

Mr. Sotomon. I received most of the things that Mr. White named, a 
hat and belt and Bible and a keg of shrimp, some jam, some fruit. 
That is all I recall right now. 

Senator Kem. Any gift certificates ¢ 

Mr. Sotomon. No, sir. 

Senator Kem. Any trips? 

Mr. Sotomon. Yes, sir. 

Senator Kem. Tell us about that. 

Mr. Sotomon. Yes, sir; I will. I will be glad to. 

The Uhlmann Grain Co. held its annual picnic, invited me and other 
members of our staff to come to their picnic. We went to the picnic 
at a time when we were not on official duty, on a nonwork day, in our 
own automobiles, and we attended the picnic. 

Senator Kem. Where was the picnic held ¢ 

Mr. Sotomon. Possum Kingdom. 

Senator Kem. How far is that from Dallas? 

Mr. Sotomon. Approximately 100 miles. 

Senator Kem. How long did you stay, when you went on the trip? 

Mr. Sotomon. I do not recall, Senator. I think it was just over- 
night and the next day, but Iam not too— 

Senator Kem. What hotel did you stay in? 

Mr. Soromon. Not any. There was a camp there where we stayed. 

Senator Kem. Who ran the camp? 

Mr. Sotomon. I do not recall the man’s name, sir. 

Senator Kem. Who paid the expense of your visit? 

Mr. Sotomon. We were there to attend the.r picnic, and I bore none 
of the expense—they bore it. 

Senator Kem. Who did bear it, the Uhlmann Grain Co.? 

Mr. Sotomon. I presume so, sir. 

Senator Kem. Who else was there at the time from the Commodity 
Credit Corporation ? 

Mr. Soromon. Senator, that is available in the files, and I can name 
part of them, but I probably would leave out some of them. You can 
get that. 

Senator Kem. What files? 

Mr. Soromon. Do your investigators have that ? 

Mr. Correr. They are in the reports. 

Mr. Sotomon. They are in the Whitten report of the House. I am 
not trying to evade your question. 

Senator Kem. The names are there? 

Mr. Sotomon. Yes. 

Senator Kem. What other gratuities did you receive ? 

Mr. Soromon. Well, they are listed in the same House report. 

Senator Kem, You have in mind what they are, do you not? 
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Mr. Soromon. I am not sure that I remember all of them. I have 
named the principal ones. 

Senator Kem. Did you receive any hats ‘ 

Mr. Soromon. Yes, sir: I received one hat. 

Senator Kem. Who was that from ¢ 

Mr. Sotomon. Frank Bailey Grain Co. in Fort Worth, Tex 

Senator Kem. Any other gratuities ¢ 

Mr. Soromon. Well, could I—there is jam, cigarette lighters, belt, 
index telephone—you know what I mean. 

Mr. Wuire. A list finder. 

Mr. Soromon. A list finder, telephone index. 

Senator Kem. Did you ever send any gratuities back? 

Mr. SOLOMON. Yes, sir. 

Senator Kem. In what cases did you return gratuities ‘ 

Mr. Sotomon. Mr. White held a staff meeting in Dallas sometime in 
mid-1951 and told me and all other members of our staff that it had 
been decided that nothing would be accepted after that date. I 
accepted nothing. After that date I sent back everything that was 
sent to me, except items which were perishable, and all of the pe ‘rish- 
ible items I contributed to a nonprofit charitable organization in 
Dallas. 

Senator Kem. You sent them over there? 

Mr. SOLOMON. Yes. sir. 

Senator Kem. A crate of cantaloupes, for instance ? 

Mr. Wuire. I think I am the one that did that. 

Mr. Sotomon. I think I did, too; I think I did, too. 

My statement is wide open, Senator. I sent everything back afte 
that conference. After I knew it was the policy of the Department 
and of our office not to accept anything, everything was sent back or 
else contributed to charity. 

Senator Kem. When was that date that you knew that it was the 
policy of the office not to accept these ! 

Mr. Sotomon. It was sometime in the middle of 1951. Mr. White 
might remember the date, I do not. 

Senator Kem. Did you understand that it was the policy of me 

office to permit, or the Department to permit the acceptance of suc 
avatuities prior to that date / 

Mr. Sotomon. Yes, sir. . 

Senator Kem. You did’ When Mr. Brannan—in your conversa- 
tion with Mr. Brannan, in which he brought about your discharge, 
did you call his attention to that fact ? 

Mr. Sotomon. Yes, sir. 

Senator Kem. What did he say? 

Mr. Sotomon. Well, I would like for Mr. White to correct me, if 
he does not recall the circumstances exactly as I do, but Mr. White 
pointed out that the acceptance of gratuities had been held—a discus- 
sion of those had been held in several directors’ meetings of Com- 
modity Credit offices, the subject of the acceptance of gratuities, and 
by gratuities I mean things of a nominal value, which I consider the 
tems which I have given to you. 

And finally, in Kansas City—and as I recall the discussion that we 
had upon Mr. White’s suggestion—the policy was adopted that no 

gratuities were to be acce pte «l. The matter was discussed of accepting 
cigarette lighters and similar items with advertising on them, such as 
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that is [indicating] and somebody pointed out that some grain firm or 
somebody else might give some employees a Buick automobile or 
some other type of automobile, with Jones Grain Co. written on it. 

Senator Kem. As I understand it, your testimony is that your con 
duct in accepting these gratuities prior to the middle of 1951 and of 
returning them after that data, in your opinion was in accord with 
the policy of the Department? 

Mr. Sotomon. That is exactly what I meant to say, sir. 

Senator Kem. That is exactly what you meant to say? 

Mr. Sotomon. Yes, sir. 

Senator Kem. Did you call that to Mr. Brannan’s attention in your 
conversation with him just prior to your discharge ? 

Mr. Soromon. Sir, 1 do not understand your question. Do you 
mean did I call it to his attention that we returned everything ¢ 

Senator Kem. Did you call to his attention that, in your judgment 
and your opinion, what you had done had been entirely in accord with 
the practice of the Department; and that in view of it that it would 
be a gross injustice to discharge you on that ground ? 

Mr. Sotomon. I told him it was discriminatory. 

Senator Kem. By that you meant that he was applying to you a 
rule that was not being applied to others similarly situated, is that 
right? 

Mr. Sotomon. Yes, sir. 

Senator Younc. Members of the Senate receive little gifts like this, 
too. 

The CnHatrmMan. I get some, too. 

Senator Kem. Would you amplify that ? 

Mr. Sotomon. I have. 

Senator Kem. I have never heard of any Member of the Senate 
being discharged on that ground. 

Senator Youne. We receive jam and neckties. 

The Cuarrman. Every week I get something from my constituents. 

Senator Kem. Here is a man who is discharged, and in the letter 
of discharge, the complaint is made by Secretary Brannan that he 
received these nominal gifts. The witness says that is discriminatory. 
I would like for him to amplify that a bit. 

Mr. Sotromon. Well, Senator, I meant to infer that if I were being 
discharged for that, the same rule should be applied across the board. 
Do I make myself clear to you? 

Senator Kem. I think you do. So far as I am concerned, what you 
say is fair and just. 

Mr. Sotomon. I would like to add to that, that, I do not feel that 
I have done anything that is either dishonest or dishonorable. 

Senator Kem. In other words, if those gifts of that kind were not 
to be accepted, you should have been told that ? 

Mr. Sotomon. Technically we were told. The practice of accepting, 
in my opinion, only established the policy. 

The Catan. I was going to ask you that. There was no written 
policy or anything like that—it was simply the practice in the past? 

Mr. Soromon. No, sir. 

Mr. Wurre. Let me help you. 

The Caamman. At this meeting you had in Kansas City—— 

Mr. Wurrr. In May 1951, in Kansas City, Mr. Chairman—— 
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The Carman. Will you tell us how that came about, who brought 
it about—it might be interesting. 

Mr. Wurre. I do not know what brought it about, but in February 
of 1951, we had a directors’ meeting in Chicago, and the subject of 
gifts had come up. It was stated at that time that we ought not to ac- 
cept gifts, but it was also in the discussion, there was the indication to 
me, at least, that maybe some gifts were all right, and some were not. 
And the line would be whether they were for advertising purposes. 

Then later in May, in Kansas City, the question came up again. 
Mr. Solomon is correct that I got up and said that you just cannot 
draw the line, because there is no place to draw it—either you say 
none or else, and I recommended that we say none. And it was agreed 
by everybody at that time that that would be the policy. 

Senator Kem. When you and Mr. Solomon pointed this out to Mr. 
Brannan in your conversation with him, what did he say? 

Mr. Wurre. Well, Mr. Kem, I do not remember, but one point | 
would like to clarify is that the departmental] regulations state that 
ho oifts and no eratuitie —the mention is of the word “oratuities’- - 
shall be acces pted by departmental employees. 

However, I will say that the custom—and I have said it before, and 
I have said it in my answers to Mr. Brannan—that the widespread 
eustom of PMA employees actually receiving and accepting gifts, in 
effect, determined that it was not against the departmental regula- 
tions to do that. 

Senator Kem. Your conversation with Mr. Brannan that led to your 
discharge is rather an important milestone in your life, is it not ? 

Mr. Wurre. Yes. 

Senator Kem. You must remember what Mr. Brannan said to you 
at that time on that point 4 

Mr. Wurrr. To the best of my memory, let us put in that way. I 
believe he said something along the line of, well, it did not amount 
toa whole lot. We said. I believe Mr. Solomon said, “Mr. Secretary, 
if accepting these gratuities were the only thing we have done wrong, 
would you fire us?” 

And Mr. Brannan said, “No.” 

And then one of us said. “Well, in view of that. why do you not 
take that out of it, that paragraph out of the letter, because in view 
of all of the mink coats and other things, why, the publicity will not 
be too cood for us.” 

And he said, “Well, it really does not”—he said it was not one of 
the charges—one of the numbered charges. 

Senator Kem. If it was not a numbered charge, why was it included 
in the letter ? 

Mr. Wurre. I do not know. 

Mr. Sotomon. We asked that question and never did get an answer 
to it. sir. 

The Cuarrman. Are there any further questions / 

Senator Arken. What do you consider a nominal gift? 

Mr. Wuirr. Now. Mr. Senator. I would consider that the gifts that 
I got were all of nominal value. 

Senator Arken. Were they of an advertising nature? 

Mr. Wurre. Some of them were, yes, sir; I mean, in terms of peo 
ple’s names printed on them, yes, sir. 
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Senator Arken. They were all of an advertising nature—you would 
not want to say that a 6-pound ham would be nominal, but a 16-pound 
ham would not be? 

Mr. Wurre. I do not want to get into 10-pound or 12-pound hams 
as gratuities, 

The Cuarrman. Are there any further questions? 

Do you have anything else you desire to add ? 

Mr. Wurre. I have one very short statement. 

The Cuairman. All right, proceed. 

Senator Kem. Something was said about the Members of the Senate 
receiving gifts from their constituents at home. I think there may 
be a distinction between a Senator receiving a gift from some friend 
or admirer in his State, and a government employee receiving a gift 
from a person with whom he is doing business. 

The Cuainman. How about for one you did a service for? 

Senator Kem. After or before? 

The Cuarrman. After. 

Senator Kem. After? 

The Cuatrman. Yes, sir; and before. 

Senator Kem. I think every Senator ought to be his judge about 
receiving gifts before or after. I take it there is not much of that 
sort going on. I cannot speak for anybody else but myself, but I do 
think there is a very serious question of propriety in Government em- 
ployees having a practice of receiving gifts from people with whom 
they do business in an official capacity. 

The Cuatrman. All right. Mr. White, you say you have a short 
statement ¢ 

Mr. Wurre. Yes, sir. 

Yesterday much was said in the detailed discussion of the dishonesty 
of grain warehousemen. While I certainly know from first-hand 
experience as a result of my job in the Dallas office, that some of them 
are, I should like to mention that those are a very small percentage 
of the trouble. In fact, to date, of the more than 1,000 warehouses 
on our approved list, only 7 are being classed by the General Account- 
ing Office on the report as converters. I also know from experience 
that the great m: jority of the men in the grain-warehouse trade in 
the Southwest are of the highest character and ethics. 

They are as quick to condemn and are as anxious to expel from 
their ranks any dishonest warehouseman as any of you could possibly 
be. 

I respectfully suggest that the mutual interests of your committee 
and of the grain trade could be served by having some of them come 
before your group to discuss causes and cures of these grain conver- 
sions. 

The Cuarrman. Is that all, sir? 

Mr. Wurre. Are we through now? 

The Cuarrman. Mr. Solomon ? 

Mr. Wurre. I have one other thing and that is we were asked to 
come up here, and I want to say that I deeply appreciate the oppor- 
tunity to come before you to tell something that I do not think you 
have heard before. And I, also, want to thank the members of the 
committee for what I consider their utmost courtesy to me. And I 
also want to say that I have meant to be, and I think I have been, 
courteous to you fellows. 
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The CHatrman. You have, sir. 

All right, Mr. Solomon. 

Mr. Sotomon. I would like to s say pretty much the same thing to the 
committee, and in addition, I would like to add this. 

Our operations in Dallas involved millions of bushels of grain 
and millions of dollars. I know, and I know that Mr. White shares 
this statement with me, hated as badly as anybody to make a mistake. 
Some mistakes were inevitable because of the human element that 
was involved. I could not help it. The people working under me 
were not. We were under pressure at all times. It was a continuous 
emergency—do this or do that. 

Many times we worked overtime trying to do the job to meet 
our shipping programs and to carry out our Tesponsibilities and price- 
support program. 

Maybe we were inefficient. We, certainly, did our best. So far as 
I am concerned, the term “inefficiency” is very vague. The more I 
have looked at the records of our office and gone over these things 
since my dismissal, the more I am convinced that we did an exceptional 
job. 
I recognize that this committee is interested in trying to pick out 
these cases that were handled badly, and properly so. However, I 
would like to submit that our operations cannot be fairly Judged by 
picking out 26 or 40 cases where difficulties were had. 

As I recall, there were over 4,000 loading orders issued by the 
Dallas commodity office in a period from February 17, 1950, through 
1951. Those loading orders involved, as I recall, about 100,000 cars 
of grain, 200,000 bushels, several hundred ships. 

We never had to pay the demurrage on ships, to my knowledge. It 
was not accidential that we did not. We had to get together trainloads 
of grain on emergency within a matter of hours to get to the ports in 
order to meet our shipping program. 

In connection with the slowness of handling conversion cases, I 
would like to say that I do not think Mr. William Elliott is at fault. 
However, I would like to say from my standpoint the first action that 
we could take or the important action that we could take, when a 
grain shortage case was called to our attention, was to ask him to 
investigate. “Until the investigation report was furnished to us, we 
could take no action. It is just as simple as this. 

If you go into the courts and ask them to take action on a case, 
you have got to tell how much grain they have disposed of and when 
they disposed of it, and everything, for the reason that until a man is 
proven guilty he is innocent under our American system. And I 
think that system is proper. 

Senator Kem. Your position is that you were not guilty of 
inefficiency ? 

Mr. Sotomon. My position is definitely that I was not guilty of 
inefficiency. 

Senator Kem. And your position is that you accepted gratuities 
from other parties in accordance with well-established custom of the 
Department, is that it? 

Mr. Sotomon. Yes. 

. Senator Kem. If you were not fired for those reasons, why were you 
red ? 
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Mr. Sotomon. I asked. I told Mr. Brannan when I talked with 
him, in my opinion, the charges that he had preferred against us did 
not amount to a tinker’s dam. I asked him why he was taking the 
action. He said, “That is it.” 

Further than that, I cannot answer your question. I have a little 
bit more that I want to say. 

We were civil-service employees. The action that was taken against 
us was without any prior warning or prior suggestions along the 
lines of leading to our termination. 

The first time that I heard that there was any question about my 
being terminated was on December 27. That was in the form of 
a rumor. 

Mr. White and I came to Washington to find out if that was true, 
and we found out it was. When we fired somebody in our office, we 
had to build up a case against him. That has been repeatedly gone 
over in the light of certain employees in our office with inefficiency. 
We understood it was pretty hard to fire people. This is, probably, 
a sob story, and I do not care if it is. 

I think every civil-service employee in the United States, every 
Federal civil-service employee in the United States, if this action is 
going to continue without following civil-service procedures, his job 
is in jeopardy. That is all I have to say. Thank you very much. 

I share Mr. White’s statement that I appreciate the courtesies that 
have been shown to me. I have tried to cooperate to the best of my 
ability. 

Senator Kem. Have you filed any complaint under the civil-service 
laws? 

Mr. Soromon. Yes, sir. 

Senator Arken. You have appealed to the Civil Service Com- 
mission ¢ 

Mr. SotomMon. We have appealed to the Civil Service. We under- 
stand that where the head of a bureau takes action Civil Service has 
not power. 

Mr. Wnirre. May I make a statement on that? We have filed an 
appeal with the Civil Service, but we have been told not by Civil 
Service in writing, but through conversations, that when a nonveteran, 
a Federal employee, is fired for inefficiency, that the Civil Service 
Commission cannot and does not have any jurisdiction, that that is 
the final word. And that is the reason why Mr. Solomon is bringing 
this out. 

We do think that that is not generally known. We doubt if you 
fellows know it. That in spite of all of the security that most Federal 
employees think they have under the civil-service system, but, never- 
theless, there is a loophole where a man can be fired by the agency head, 
and he has no appeal in the formal nature. 

That is one reason we appreciate the opportunity to come up here 
and tell you fellows, because until this we had nobody else in the 
Government to talk to. 

The CuatrmMan. Are there any further questions? Is there any- 
thing further, gentlemen ? 

Mr. Wurre. No. 

Mr. Soromon. No. 

The Cuarrman. If not, the committee will stand in recess until next 
Tuesday. On Tuesday we will hear the case of the Mid-West Grain 
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& Storage Co. at Camp Crowder, Mo. And the witnesses we expect to 
hear are Ardeis H. Myers, president of the company; Harry Easley, 
vice president; Dan M. Nee, secretary; John Stark, treasurer; Paul B. 
Edwards, protection and maintenance contractor, Camp Crowder; 
Quirk J. Bernard, former regional director, War Assets Administra- 
tion of Kansas City; Woodrow R. Walton, formerly assistant director, 
PMA commodity office, Kansas City, Mo.; and John Cowan, assistant 
director, PMA commodity office, Kansas City, Mo. 

And following that case we propose then to go into the case of 
Alfred O'Neill, Ipsw itch, Edmunds County, S. Dak. That has been 
fixed for Wednesday, if we get through with the Mid-West case. 

Senator Kem. I am glad you are taking those cases up, but would 
it not be in order to take up the other Camp Crowder case following 
the Mid-West, the Harris Grain Co. case, while we have these witnesses 
down here ¢ 

The Cuarrman. Well, Senator, I do not believe that Mr. Cotter is 
ready for it. He is trying to follow the instruction of the committee 
to handle as many cases as he can, and those that are ready for hearing. 

So without objection we stand in recess until next Tuesday. 

(Whereupon, at 1 p. m., the committee recessed, to reconvene at 10 
a.m., Tuesday, March 25, 1952.) 











INVESTIGATION OF STORAGE AND PROCESSING ACTIVI- 
TIES OF THE COMMODITY CREDIT CORPORATION 


TUESDAY, MARCH 25, 1952 


UNrrep Srates SENATE, 
COMMITTEE ON AGRICULTURE AND ForEsTRY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding. 

Present : Senators Ellender (chairman), Hoey, Holland, Anderson, 
Aiken, Young, Thye, Kem, Hickenlooper, and Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations; and 
Edward C. Kennelly, assistant counsel for investigations. 

The Cuatrman. The committee will be in order. 

Last Thursday before we recessed I gave notice that we would go into 
the Kansas City case of Camp Crowder, and I indicated the witnesses 
who were going to appear. These witnesses have been summoned to 
appear today. 

Since that time I understand that Senator Kem has requested addi- 
tional witnesses. 

Senator Kem. I wrote you a letter last Saturday. 

The CuHatrmMan. We are supposed to have a case tomorrow again, 
Senator, and we will have witnesses on hand and pay their expenses 
here. We keep on piling them up without any way of finding out 
when we will actually need them. I thought we would proceed in 
a more orderly fashion. 

Senator Kem. I requested four additional witnesses be called. I 
think two of them are from Kansas City and two are from Washi- 
ington. Is that not right, Mr. Cotter? 

Mr. Correr. Yes. 

The Cuarmreman. As I understand Mr. Cotter stated that he was 
ready ‘to go into the Midwest case, and as far as the Harris case, 
why, he was not quite ready. 

Mr. Correr. There are phases of that case we are not ready on. 

The Cuarrman. Yes. i do not believe that we should go into these 
cases piecemeal. 

Now Senator Williams has asked that he be heard this morning, and, 
of course, I am sure the committee will want to do that. I just want 
to point out that it strikes me we ought to proceed in an orderly man- 
ner, that is, in not having a lot of witnesses here who may be held in 
Washington for a few days with the Government paying their ex- 
penses here. 

Senator Kem. I quite agree. I do not think they ought to be called 
until you are ready to use them. 
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The Cuarrman. We summoned what we thought could be used for 
today and tomorrow. 

Senator Kem. Suppose you call these for the day following. 

The Crarrman. They are here. 

Senator Kem. I mean those that I have requested; let them be 
called for the day after tomorrow. 

The Cuarrman. We will hear them, Senator, but the point I wanted 
to make—it strikes me that in order to go at this in an orderly way 
and have the witnesses at hand when we need them, without having 
to pay too much expenses, we should depend a lot on our attorney. 

Senator Kem. I am sure the chairman, as an experienced and 
accomplished lawyer, will handle that in a satisfactory way for every 
body concerned. It is always difficult to tell exactly when you will 
be able to use witnesses, 

The Cuarrman. Yes. 

Senator Kem. I certainly do not want them cooling their heels 
around Washington unnecessarily at Government expense. 

The Cuarrman. I thought the committee had decided to go into 
the Midwest case, and I so announced it Thursday. Now to go into 
another case—— 

Senator Kem. The witnesses I asked to be called are on the Midwest 
case, 

The Cuatrman. I thought the Harris case. 

Senator Kem. No, sir; on the Midwest case. I do think in view of 
the fact that the Midwest case and the Harris case are both part 
of the Camp Crowder situation 

The Cuatrrman. Yes. 

Senator Kem. That it would be well if they can be dealt with con- 
secutively. I think as soon as we get through with the Midwest 
case we ought to take up the Harris case. There is this difference 
between the cases as I understand it: In the Midwest case there is no 
shortage and in the Harris case there is a large shortage. 

The Cuatrman. Yes. 

Senator Kem. And do you not get a complete picture of the Camp 
Crowder situation without consideration of both of the cases. 

The CHairman. Well, Senator, what I thought was this: If vou 
recall, our resolution calls for an investigation of the profits that may 
have been made by those who leased Camp Crowder. That was one 
phase of the resolution. The other phase was the investigation deal- 
ing with grain shortages. 

Senator Kem. Yes. 

The Cuarrman. And my idea, and I thought the committee’s idea, 
was to go into those separately, that is, deal with the Camp Crowder 
case insofar as the leasing is concerned to show whether excessive 
profits were made, and then later 

Senator Kem. I think you would waste a lot of time Mr. Chairman— 

The Cuarnan. It is not a question of wasting time but—— 

Senator Kem. It will be necessary to call back a lot of witnesses 
if you do that, because we have witnesses here on the Midwest case 
who are necessarily witnesses on the Harris case. And if you are 
going to try to put them both in airtight compartments, it seems to me 
you will lose time, energy, and expense. 

The Cuamman. Well, I am just bringing this to the committee’s 
attention in the hopes that hereafter we go into a little more detail 
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to find out exactly what cases we can take, with a view of trying to 
have the witnesses summoned here as we need them. 

Now if any Senator desires to summon witnesses other than the 
ones suggested by Mr. Cotter, it might be well to know that in ad- 
vance so that we can arrange our schedule and have those witnesses 
present as we need them. 

Senator Kem. Let me make myself clear. I think the Senator 
perhaps is confused as to two points. 

First, the additional witnesses that I requested to be summoned 
are witnesses on material matters in connection with the Midwest 
ease and not the Harris case. 

The CuHamman. I understand. 

Senator Kem. Second, it is my judgment that in view of the fact 
that there are two Camp Crowder contractors involved, namely, Mid- 
west and Harris that it would be wise for us to go into the Camp 
Crowder situation as a whole. If we undertake to separate the Mid- 
west from the Harris case, we will necessarily have to recall to Wash- 
ington witnesses who have previously testified on the Midwest case 
when we take up the Harris case. 

The CHairman. You mean in dealing with the question as to whether 
or not Camp Crowder should have been leased ? 

Senator Kem. ‘They were both handled in the same War Assets 
office, they were both handled in the same Commodity Credit office, 
they both had to do with buildings at the same military camp. 

The Cuairman. That would entail, though, more or less Govern- 
ment witnesses to find out whether or not Camp Crowder should 
have been leased direct to the Commodity Credit and whether or not 
there were excess profits. 

Senator Kem. That is right. 

The Cuarmman. All of those things can be more or Jess gone into 
with Government witnesses. 

Senator Kem. Right. 

The CuairmMan. But we have in addition to those we have summoned 
quite a few others. I want to say this to the Senator: It was thought 
by Mr. Cotter that we could probably get through with that phase 
of the Camp Crowder case dealing with the lease between Midwest 
and the Commodity Credit Corporation. For tomorrow we had sum- 
moned witnesses for the South Dakota case. These witnesses are 
all going to be here waiting on us. 

Senator Kem. Of course, the witnesses that I have asked to be 
summoned additionally— 

The Cuatrman. Yes. 

Senator Kem (continuing). Are all Government employees? But 
you have the travel expenses for Government employees just the same 
as you do anybody else, and you also have their time in Washington 
and the expenses of keeping them here. 

The Cuarrman. That is right—the same expense and it comes out 
of the same pocketbook. 

Senator Aiken. | am wondering if we should not discuss matters 
of procedure in executive session and proceed with what we have 
planned now. We might have an executive meeting off the floor this 
afternoon. 

The Cuarmman. As I indicated a moment ago, Senator Williams 
is present and would like to be heard. 

Senator, if you are ready you may proceed, sir. 
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STATEMENT OF HON. JOHN J. WILLIAMS, A UNITED STATES 
SENATOR FROM THE STATE OF DELAWARE 


Senator Wittiams. Mr. Chairman, I appreciate very much the 
opportunity to be heard this morning on this particular case. | 
think there are a couple of things that should be straightened out for 
the record. 

The Cuarmman. I think Mr. Secretary Brannan wrote you a letter 
under date of March 24, Senator Williams, and a copy of it came to 
my attention. Without objection, I will put it in the record at this 
point, and I would ask if at the proper time you will state to the 
committee wherein Secretary Brannan is wrong in his statements, 

Senator Kem. Let the letter be read. 1 have not seen it. 

Senator Hickenvoorrr. Neither have I. 

Senator Munpr. Neither have L. 

Senator Ture. Nor have I. 

The Cnamman. It came to me this morning. 

Senator WituiaMs. The letter has been published in the press. 1 
got it last night about 5 o’clock. But I think it would be well for it 
to be read because 1—— 

Senator Arken. Did you get the letter before it was released ? 

Senator Wii11ams. No; I read it in the newspapers first. 

Senator Arken. It came from the Public Relations Department of 
the Department of Agriculture? 

Senator Witu1aMs. It came down to the office between 4 and 4: 30, 
but I did not get back to the office. I saw it in the newspapers first. 
It was released to the press about 4 hours before I saw it, which, I 


understand, is perhaps routine procedure with the Department. 
Senator Arken. I am afraid it is. 
The CHatrMAN. Without objection then I will read it (reading) : 


Hon. Jonn J. WILLIAMS, 
United States Senate. 

Dear SENATOR WILLIAMS: This is in reply to your letter of March 11 enclosing 
a copy of the Congressional Record containing your lengthy attack of the day 
before on the grain storage program conducted by this Department. I am com 
pletely at a loss to understand the point you were trying to make by the many 
letters and comments with which you loaded that day’s Record. I furthermore 
regret and resent this waste of time involved in this exchange of correspondence 
you are forcing on the Department and hope it may soon be brought to an end. 

In the first place, you are obviously still criticizing the Department for having 
contracted with the private grain trade for use of the facilities at Camp Crowder, 
Mo., instead of operating those former military facilities directly. Such a 
criticism from you, of all people, is incomprehensible, in view of the fact that you 
were one of the chief architects of the legislation which requires us to follow 
that policy. 

Secondly, you obviously are still attempting to create a public impression that 
the two private companies with which we contracted at Camp Crowder are 
making excessive profits; yet you ignore most of their cost figures and distort 
others in the face of the fact that you have been told repeatedly that one or both 
of the companies will likely show a loss instead of any profit. 

The following facts completely demolish your argument on both points: The 
General Accounting Office has issued a supplemental report showing, that the 
ultimate loss of the V. M. Harris Grain Co. will be more than $300,000, and 
that the other operator at Camp Crowder, Midwest Storage——— 


Senator Wrir1ams. Could I interrupt there? 
The Cuarrman. Yes. 
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Senator Wirxi1ams. The V. M. Harris Co. is the one that is short 
several million, quite a substantial shortage in accounts. 

The Cuarrman. That is right. 

Senator Wuu1aMs. That is one reason I wanted to interrupt at 
that point. I think the V. M. Harris Grain Co. is the one that the 
committee has evidence that it has a substantial shortage in its ac- 
counts. 

The CHarrman. I understood from Mr. Cotter that he has not 


completed the investigation. 
Senator Witt1aMs. No; but I mean that is the one under—— 
The Cuarrman. It is alleged. 
Senator Wiiuiams. Alleged, yes. 
The Cuarrman. Yes. Most of it came from statements you made. 
Senator Witiiams. Not the V. M. Harris Grain Co. I never men- 
tioned that. It was the Secretary of Agriculture, I think, who told 


you. 
" Senator Kem. It was disclosed by the investigation by the com- 
mittee staff. 

Senator WituiiaMs. Yes: your own committee staff. 

The CHAIRMAN. It is the one that was mentioned here, as I recall, 
by Mr. Kendall. 

Senator Kem. It is set out in his report. 

The CHarrMaNn. Just as an observation. 

Senator Kem. Some 3 million pounds. 

The Cuarrman. And that he had not completed it. [Continuing:] 


Midwest Storage & Realty Co. will realize only a little more than $40,000 
for its entire operation, including salaries to officers and dividends. 

I am utterly amazed that you have continued to say that these companies are 
making “unconscionable” and “fantastic” profits in the face of repeated cautions 
that they might even lose money when all the claims were settled. 

But let me continue with the uncontrovertible facts as given in Supplement 
No. 1, dated January 25, 1952, of General Accounting Office Report No. I-17038. 
This report shows that as of November 30, 1951, the operating income of V. M. 
Harris Grain Co. had exceeded operating disbursements by $102,178.33, and 
claims against the company in the amount of $595,000.11 had not been satisfied. 
The company had claims of its own in the amount of $174,452.69 against others. 
If ali claims are settled at face amount, the company’s loss on the Camp Crowder 
operation will be $318,369.09. The principal claim against the company, re- 
ported by GAO as $530,960.72, is that of Commodity Credit Corporation for 
quantity and quality deficiencies in grain loaded out. We know of no reason 
why the Harris Grain Co. and its surety should not be held for the full amount 
of this claim and it is evident that the ultimate loss of this operator will be 
in excess of $300,000. 

This same General Accounting Office report shows that the Midwest Storage 
& Realty Co. operation as of November 30, 1951, showed operating income 
exceeded operating disbursements by $105,744.20, while unpaid bills and claims 
were in the amount of $64,125.73. The principal unpaid claim is that of the 
Corps of Engineers in the amount of $59,935.25, which is involved in a dispute 
over the extent to which Midwest put the buildings back into condition after 
the Army called for their return. If all claims are paid in full, only $41,618.47 
will remain for payment of salaries of officers of the corporation and of 
dividends to stockholders. 

As a businessman yourself, engaged in a similar occupation, I think you will 
agree that this is not an unreasonable return for 2 years’ operation of this nature. 
It involved the alteration and repair of former troop barracks to make them 
suitable for grain storage; the unloading and trucking of some 1,200 cars of 
corn; the storage, conditioning and fumigation of more than 2,000,000 bushels 
of corn for period of some 500 days; and the considerable supervision required 
by all this. 

If we make allowance for salaries actually earned by officers of the company, 
then the profit on the operation will be somewhere between 0 and 10 percent of 
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the amount received from the Commodity Credit Corporation for storage charges. 
It is absurd to think of this return as “unconscionable” or “fantastic,” especially 
in view of the risks of the operation which have been made obvious by the ex- 
perience of the V. M. Harris Co. under even slightly more favorable conditions 
in the same area. I am of course pleased that the Commodity Credit Corporation 
has had a completely satisfactory performance on its uniform grain storage 
agreement signed with the Midwest Realty & Storage Co. 

Let us turn now to the history of the legislation under which we contracted 
with these two companies for grain storage, and especially to your part in that 
legislation. 

As recently as February 5 of this year, on page S28 of the Congressional! 
Record, you reaffirmed your basic position on these cases, including every error 
in it: “I repeat there is absolutely nothing in the law today, nor was there any- 
thing in the law at the time he—the Secretary of Agriculture—leased those 
Government plants which would have prohibited the Department of Agriculture 
from leasing them directly from the particular Government agency which owned 
them.” 

Coming from some people, this would be an excusable error, but coming from 
you—a chief sponsor of our legislative mandate on this point—it is inexcusable 

As you know, the legislative history of this started back in 1948 when the 
Eightieth Congress, with your aid, took away from the Commodity Credit Cor- 
poration our authority to acquire or directly utilize any new grain storage facili- 
ties. I will not argue that specific action at this time, but it was in the course 
of removing that authority that the language concerning preferential use of 
private trade was inserted in our legislation. Here is the history of that 
language : 

S. 1322, the bill providing a Federal charter for CCC, was reported by the 
Senate Committee on Agriculture and Forestry on March 24, 1948. On April 20, 
1948, you introduced an amendment which would have added the italicized 
language and deleted the bracketed words: 

“Section 12. Utilization of Associations and Trade Facilities. The Corpora- 
tion may, in the conduct of its business, utilize on a contractor free basis’’— 
and this is the language you added— 

“privately owned and operated plants and facilities, committees or associations 
of producers, producer-owned and producer-controlled cooperative associations, 
and trade facilities shall, to the fullest extent practicable, utilize eristing trade 
channels” — 

and then it proceeds as it was written— 


“for the marketing, sale, and distribution of such agricultural commodities.” 


Senator Anperson. We do not have copies of this letter. Would 
vou just read back those last few lines again? Iam trying to remem- 
ber whether you said “marketing, distr?bution, and sales.” 

The CHarman. The language added by Senator Williams, ac- 
cording to this, was— 


shall, to the fullest extent practicable, utilize existing trade channels for the 
marketing, sale, and distribution of such agricultural commodities. 

Senator WiiuiaMs. I might say, if that is the language, I think it 
was supported by the chairman of this committee at the time. 

The Cuatrrman. That is why I suggested reading the letter. 

Senator WiiuiaMs. Yes. 

The Cuamman. But here was a criticism of it, and I thought you 
might yourself tell the committee wherein the Secretary is in error so 
that we will have the whole picture before us. 

Senator Wiiuiams. Certainly. 

The Carman. (continuing) : 

The Senate agreed to the amendment, after you personally explained the 
provision as spelling out “in greater detail and with more emphasis that the 
Corporation shall, wherever feasible, utilize the facilities of private enterprise.” 
(Congressional Record, April 22, 1948, at p. 4872.) 

On April 22, 1948, the House Banking and Currency Committee reported out 
the companion bill, H. R. 6268. The House committee amended section 4 (h) 
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so as to prohibit the Corporation’s acquiring or leasing any plant or facility 
or acquiring or leasing real property or any interest therein other than office 
space. The House committee also amended section 5 of the bill by adding a 
paragraph making mandatory the utilization of the usual and customary 
channels, facilities and arrangements of trade and commerce in the warehous- 
ing, transporting, processing or handling of agricultural commodities. The 
House passed the bill as reported out. 

The conference committee adopted the House version of the bill, but added 
to the provision dealing with the use of trade facilities the language: “to the 
maximum extent practicable consistent with the fulfillment of the Corporation's 
purposes and the effective and efficient conduct of its business.’ Thus, the 
substance of amendments proposed by you to section 12 and passed by the 
Senate quoted above, were contained in section 5 of the Charter as finally 
passed 

That was the status of our legislation until 1949, when the Eichty-first Con- 
gress amended it to restore authority of CCC to acquire storage facilities 
However, there was no substantive change made in the language relating to 
preferential use of private trade. I have no idea how often you have misled 
the members of the United States Senate and the public by your statements that 
the 1949 amendments by the EKighty-first Congress changed the situation con- 
cerning preferential use of the private trade. An example comes from the 
February 5 Record, page S27, where you stated: “Nothwithstanding the fact 
that the amendment has been repealed Secretary Brannan is still paying huge 
sums to private interests who in turn are leasing him Government properties 
for storage. That is inexcusable waste of the taxpayers’ money. * * * It 
s no wonder that Secretary Brannan continues to blame my amendment and 
the Eightieth Congress, completely ignoring the fact that the law passed by 
the Eightieth Congress has been repealed nearly 3 years.” 

You are the last person in the world who should make that misstatement and 
complain about our faithful execution of the policy which you helped write 
in the Senate. Your consistent repetition of these errors, after I have called 
them to your attention, makes them deliberate and increases the mystery of 
your position. 

Here is the history of the language of the present legislation, as written by 
the Eighty-first Congress with your help: 

Repair of the Corporation’s charter started in the Senate on March 16, 1949, 
when the Committee on Agriculture and Forestry reported S. 900. About 1 
month later, the House Committee on Banking and Currency reported out H. R 
2682, with an amendment which contained the following language: 

“Provided, That the authority contained in this subsection (h) shall not 
be utilized by the Corporation for the purpose of acquiring real property, or 
any interest therein, in order to provide storage facilities for any commodity 
unless the Corporation determines that existing privately owned storage facili- 
ties for such commodity in the area concerned are not adequate: And provided 
further, that nothing contained in this subsection (h) shall limit the duty of the 
Corporation, to the maximum extent practicable consistent with the fulfillment 
of the Corporation’s purposes and the effective and efficient conduct of its 
business, to utilize the usual and customary channels, facilities, and arrange- 
ments of trade and commerce in the warehousing of commodities.” 

On April 18 an amendment to 8S. 900 was introduced to add to section 4 (h) 
of the Senate bill the two provisos contained in the House report and quoted 
above. You supported this successful move. 

On April 20 you proposed an almost identical amendment which you later 
withheld in deference to the first one, but meanwhile you expressed your opinion 
on the floor of the Senate in very unequivocal terms. After pointing out that 
your amendment was “practically identical, word for word,” you made the 
following statement by way of explaining your support of the amendment and 
the parliamentary reason for not introducing one with your own name on it: 

“But we have been advised by the chairman of the Committee on Agriculture 
and Forestry that he will not oppose the amendment, and that at the proper 
time he will accept the amendment which, as the Senator from New Mexico says, 
will make it impossible for the Corporation to use this power in order to extend 
its facilities in any manner, unless first it has been determined that the existing 
storage facilities in the given area, supplied by private industry, are inadequate, 
and storage cannot be so provided. Only in instances where private industry 
could not or would not take care of the storage requirements would the Corpora- 
tion be allowed to use this authority in any manner. It has been our endeavor 
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to work that provision into the law in the best possible manner.” (Congres- 
sional Record for April 25, 1949, at p. 5060.) 


Senator Arken. Mr. Chairman, I think it is important to know— 
and I might say this before Senator Williams speaks—whether the 
Secretary sends this release and any other releases of a similar nature 
to the eighty-odd thousand community committeemen of the PMA. 
I think it very amy Sig: to know, because certainly in an attack on 
Senator Williams like this, if this has been circulated to every PMA 
community committeeman in the United States, Senator Williams 
should have an equal right to circulate his reply at the taxpayers’ 
expense too. 

The CaarrMan. I think he has. 

Senator Wiiiiams. I appreciate the sentiments of the Senator from 


Vermont. 
Senator Arken. He does not have tax-paid employees to address 


them all. 

Senator Wiiuiams. I am not interested in replying to Mr. Brannan 
on the personal references he made tome. I understand them. I was 
told that the President is out of town and Mr. Brannan is playing 
President, and practicing up writing letters, and I have no objection 
to the personal part of the letter. I shall deal with the facts. I 
understand he is going to write about one a week until the President 
comes back. 

The Cuarrman. Then I shall finish the letter. 

Senator Arxen. You had not finished that? 

The Cuarrman. No. 

Senator Arken. Iam sorry. I thought you had. 

The CuarrmMan. (continuing) : 


I challenge you to read that quotation from your own statement on the floor 
of the Senate at that time and tell me how you can disown its mandate to the 
Department. 

The Senate passed the bill that day—April 25—and the House passed its bill 
on May 11. The two bills were passed with identical provisos concerning pref- 
erential use of private trade channels. 

Now that your part in the requirements under which we operate has been 
established, I wish to make it clear that the Department is not protesting the 
language in question. In fact, it was made clear during debate on the charter 
and its amendments that the Department would be glad to use established trade 
channels wherever practicable and would fail to do so only when commercial 
facilities were not available. We have been glad to follow this policy. Now, 
let’s look again at the Camp Crowder situation and see how the policy was 
applied. 

One way in which you have misled the public with respect to grain storage 
operations at Camp Crowder is to repeatedly say that CCC “rented” buildings from 
Midwest Storage & Realty Co. and V. M. Harris Grain Co. Asa grain man, you 
must know that when a depositor turns grain over to a warehouseman he is not 
renting the facility but is paying the warehouseman a fee for storage and other 
services performed. 

Your misuse of this term has led some people to believe that a middleman 
rented buildings from one Government agency and turned around and rented 
them back to another Government agency at a substantial profit without the 
performance of any services on his part. For example, after one of your 
statements concerning Camp Crowder, Senator Aiken, who is well-versed in 
farm matters, made this remark: 

“The other day the Senator from Delaware—Mr. Williams—pointed out that 
a group of persons had leased property from one agency of Government and then 
leased it back to another agency of Government—in this case the Commodity 
Credit Corporation—and made what was apparently a profit of around $300,000 
with no risk involved, and no capital investment of any amount.” 

Here’s what actually happened: After the CCC charter was amended in 1949 
to remove the ban on acquiring or leasing storage facilities, and because of the 
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big grain crops coming onto the market at that time, we faced the job of getting 
a lot of grain under cover in the Kansas City area and arranging for its storage 
as quickly as possible. The Midwest Storage & Realty Co. and the Harris Grain 
Co. offered to do part of the job and to sign the uniform grain storage agreement 
with CCC. Both of these companies held leases on buildings which they had 
acquired from the War Assets Administration at Camp Crowder. These facili- 
ties consisted of Army property which had been declared surplus and which 
the companies undertook to equip at their expense for extensive storage opera- 
tions. 

The CCC has been attacked by you for not having leased these facilities 
directly from the War Assets Administration. Because of the congressional 
mandate, however, CCC could not have done so as long as private trade channels 
were offered and were acceptable. 

In addition to the matter of legislative provision, there are many cogent argu- 
ments against CCC entering into the direct operation of warehouse facilities. 
Problems of labor, procurement of material to revamp the buildings, procurement 
of grain handling machinery, the building of railroad access tracks in some cases, 
and the purchase of trucks—all these and other requirements offered operating 
problems which the CCC could not undertake as effectively or economically in 
most cases as private operators, many of whom already had grain handling 
equipment and an experienced work force. 

You have not only criticized us severely for working through the private 
trade, but you have exaggerated the importance of that argument by charging 
that “unconscionable” and “fantastic” profits have been made. 

It is not my business to look at the books of these companies and I doubt that 
you, as a private businessman, would want me to do so. However, it was ap- 
parent even on the face of the material with which you loaded the Congressional 
Record that your analysis of the profit situation was grossly misleading from 
the beginning. 

There is nothing in the record to indicate that you would even allow these 
enterprises to make what you might find to be a reasonable profit. I doubt that 
there is a businessman in the country who would understand your technique 
and you have done a great deal of damage to both of the companies involved 
by repeatedly misstating their positions. 

If you still feel—as you obviously did in 1949—that the Commodity Credit 
Corporation should not use its storage authority “in any manner” unless private 
storage facilities could not be made available, you should make this fact clear. 
In this case, the least you should do would be to stop criticizing us on the floor 
of the Senate for following precisely the course directed by the Congress 

If on the other hand, you have changed your mind and now feel that CCC 
should acquire permanent-type buildings—in addition to the temporary and 
movable bins which are now used to meet emergency situations—and go actively 
into the competitive grain-storage business, then you most certainly should initi- 
ate the necessary congressional action to change the present policy directives in 
the CCC Charter Act. 

I understand that the Senate Committee on Agriculture and Forestry will hold 
hearings on March 25 on the subject of the Camp Crowder leases and contracts. 
This might provide an opportunity for you to supply a coherent statement of 
your facts and conclusions. It is in the interests of the grain-storage program, 
of the farmers, of the general public, and of the other Congressmen whom you 
have confused, that this controversy be settled once and for all. 

Very truly yours, 
CHARLES F. BRANNAN, 
Necretary. 


You may proceed, Senator Williams. 

Senator Munpr. It is hard to hear, Mr. Chairman, at this end of 
the table. As I heard, I understood the Senator from Vermont re- 
quested the chairman to find out from the Secretary of Agricultaire 
the extent of the mailing list to which this letter was sent. Was that 
agreed to? 

The Cuatrman. I shall be glad to do that. 

Senator Anperson. And arrange to get a copy to the members of 
the Senate Committee on Agriculture. 

Senator Kem. Mr. Chairman—— 

The Cuarrman. I was handed this last night by my secretary. I 
thought it was sent to everybody. I did not know. 
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Senator Arxen. I have not seen it. 

The Cuarrman. Off the record. 

(There was discussion off the record.) 

The Cuarrman. On the record. 

Senator Kem. I understood from that letter it is the contention of 
the Secretary of Agriculture that the Midwest Storage & Realty, 
Inc., that he mentions is “a usual and customary channel, facilities, 
or arrangement of trade and commerce for the warehousing of 
commodities.” 

I think that since the Secretary of Agriculture suggests that Senator 
Williams attend here and explain his position, that the committee 
ought to request Secretary Brannan to attend at his first convenience 
so we will have an opportunity to ask him how and why he considers 
the Midwest Realty & Storage Co. that was organized by a group, 
only one or two of whom had any previous experience in the grain 
business, on September 12, 1949, and who 3 days later entered into 
this contract with the Commodity Credit Corporation to store grain 
in facilities that had been leased from the Government at Camp Crow- 
der—how he considers it comes under such a classification. 

The CHarman. Senator, I believe that the record will show there 
were quite a few other facilities, maybe not similar to Camp Crowder, 
that were leased by individuals. At the time they were looking for 
any kind of space, almost, in which to store grain. 

Senator Kem. Yes, but the Midwest case is the case that Senator 
Williams mentioned in his statement in the Senate. 

The Cuarrman. I understand. 

Senator Kem. And the case that Secretary Brannan is talking about. 

The CHatrmaAn. I understand. 

Senator Kem. And the case that he attempts to justify his action 
in by referring to this provision in the law that has to do with usual 
and customary channels, facilities, or arrangements of trade and com- 
merce for the warehousing of commodities. 

I think the Secretary ought to attend here at his first convenience 
and explain how he can properly call the Midwest Storage & Realty 
Co. a customary and usual facility of trade for the storage of grain. 
And there are other questions that I think members of the committee 
would like to ask Mr. Brannan. 

The Cuarrman. He will be called, and any time we need him he 
will be here. 

Senator Kem. I would like to suggest the committee ask him to 
attend at his first convenience. 

I point out that this committee gives Senator Williams an oppor- 
tunity for him to present his side; it should also give an opportunity 
for Secretary Brannan to present his side a fairer opportunity than 
to have his letter read ex parte here without an opportunity for cross- 
examination. 

The Cuarreman. All right, Senator Williams. 

Senator Witi1ams. Mr. Chairman, before beginning, I wonder 
if I could have inserted in the record a copy of my letter of March 11, 
addressed to Secretary Brannan, and to which his reply is directed. 

The Cuarrman. That will be done. 

Senator WitiiaMs. If the committee wishes, it is a very short letter, 
and I will read it. 

Senator Anperson. I would like to hear it. 
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Senator Wita1AMs (reading) : 


My Dear Mr. Secretary: I am enclosing a copy of yesterday’s Congressional 
Record in which you will find documented the facts contained in my previous 
statement regarding the leasing arrangements which the Commodity Credit 
Corporation had with the Mid-West Storage & Realty Co. at Camp Crowder, Mo. 

It is my understanding that a copy of the report of the General Accounting 
Office has already been sent to your Department; however, in the event it has 
become misplaced it is now available to you and the public through the Agri- 
culture Committee. 

If there is anything further which you do not understand in reference to my 
statement, please let me know; and I would appreciate it if you would be more 
specific by designating the exact points to which you take exception. 

Whether or not this firm ultimately made or lost money in the succeeding 
months after the audit of the General Accounting Office I do not know. My 
statement of October 8 was based upon the conditions at that time. 

Yours sincerely, 
JOHN J. WILLIAMS. 


I would like at the same time to insert in the record a copy of the 
speech to which the Secretary refers, which was made in the United 
States Senate on October 8, 1951, the statement to which Secretary 
Brannan referred. 

I might say that in transcribing this I have notations down beside 
each paragraph all the way through this speech wherein every state- 
ment that I made is documented from the General Accounting Office 
report of August 31, 1951, and I would like for these references to 
be incorporated in the record along with the statement. 

The CuarrmMan. You mean at the bottom of the letter? 

Senator Wiiu1ams. After each paragraph. 

The Cuarrmman. All right. 

Senator WititaMs. In order that they are documented throughout. 

The Cuarrman. That will be done. 

(The document referred to is as follows:) 


ExuIpsir No. 15 


STATEMENT BY SENATOR JOHN J. WiLitAms IN THE UNitep STaAtTes SENATE, 
Monpbay, Ocroser 8, 1951 


On September 13, 1951, I made a statement, which appears in the Congressional 
Record on pages 11482 and 11483, in reference to the questionable manner in 
which the Government facilities at Camp Crowder, Mo., were leased in 1949 to the 
Mid-West Storage & Realty Co. 

At this point I ask unanimous consent to insert in the Record as a part of my 
remarks a brief summary of the pertinent facts in that statement: 

“September 12, 1949: The Mid-West Storage & Realty Co. of Kansas City, Mo., 
was chartered with authorized capital stock of $50,000, of which $25,000 was 
paid in on October 18, 1949 (GAO report of Angust 31, 1951, p. 4). 

“September 15, 1949: Three days later, the above company leased from the 
War Assets Administration (Lease # RP-24-1349) 113 buildings at Camp Crowder 
(later increased to 153) at an annual rental of $11,270 (GAO report of August 31, 
1951, second paragraph, p. 9). 

“Sepember 19, 1949: The Mid-West Storage & Realty Co. leased this same 
property to the Commodity Credit Corporation (Lease #T44-2-CCC-—399) for the 
storage of grain. Mr. W. B. Walton, Director of CCC, signed this lease on behalf 
of CCC (Original lease attached to GAO report of August 31, 1951). 

“The lease carried a notation that the CCC was obligated to store a minimum 
of 2 million bushels of grain at these facilities, thus guaranteeing certain income 
to the lessors, which was most unusual for this type of grain-storage agreement. 
It is noteworthy that while it was customary for CCC to require a financial 
statement showing the responsibility of parties concerned, in this instance no 
such statement appears in the records (GAO report of August 31, 1951, p. 10). 

“For the 20-month period ending May 18, 1951, during the time the CCC utilized 
these facilities, they paid the Mid-West Storage & Realty Co. $382,201.11 (Depart- 
ment of Agriculture's letter of September 19, 1951, inserted in Congressional 
Record, p. 2039). 
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“October 18, 1949: One month after the company was incorporated and leases 
had been signed with both War Assets and the CCC, the five stockholders of the 
Mid-West Storage & Realty Co. issued checks to the company for $5,000 each, 
representing the $25,000 paid-in capital stock. This means that at the time the 
leases were signed with the two Government agencies the net worth of the 
company was exactly zero (GAO report of August 31, 1951, p. 14). 

“What makes this contract more intriguing is the background of the personne! 
of the company who negotiated this extraordinary lucrative deal. The five 
officers and principal stockholders of the company, each of whom paid in $5,000, 
were (GAO report of August 31, 1951, p. 14) : 

“(1) A. H. Myers, Kansas City, Mo., president—listed as investment broker, 
member Kansas City and Chicago Boards of Trade, director and principal stock- 
holder in several companies, including three companies operating and distributing 
coin machines (GAO report of August 31, 1951, pp. 4 and 5). 

“(2) Harry Easley, Webb City, Mo., vice president—listed as president and 
principal stockholder of the Home Loan & Land Co., Webb City, Mo. Forme: 
State director of WPA in Missouri. No previous experience in grain storage 
prior to 1949 (GAO report of August 31, 1951, p. 5). 

“(3) John Stark, treasurer—in grain brokerage and storage business for ove: 
30 years; apparently the only one who had any previous experience in grain 
storage (GAO report of August 31, 1951, p. 7). 

“(4) Paul B. Edwards, Joplin, Mo., stockholder—between January 1, 14 
and March 31, 1949, had a contract with War Assets Administration as main 
tenance-caretaker for Camp Crowder, under which contract he was paid $6,231.77 
per month. On April 1, 1949, effective the same day, he was awarded a new lump 
sum maintenance and care contract (No. WS-S-P-302), under which he was 
paid $5,500 per month. Thus we find that War Assets was paying Mr. Edwards 
$5,500 per month as maintenance-caretaker for the same property which the 
Mid-West Storage & Realty Co., of which he was a stockholder, was leasing from 
War Assets for less than $1,000 per month. He continued to collect these pay 
ments for several months after his company negotiated its lease (GAO report of 
August 31, 1951, p. 6). 

“(5) Dan M. Nee, Kansas City, Mo., secretary—from 1933 to 1948, was collector 
of internal revenue for the Western District of Missouri, Kansas City, Mo. He 
resigned in 1948 to run for governor. He was defeated. Partner in Bernar:! 
Motors, Inc., a Ford dealership in Lexington. Mo. Bernard Motors, Inc., was 
incorporated April 14, 1949, with Mr. Nee and Mr. Quirk J. Bernard of Kansas 
City, Mo., and their wives, as sole owners (GAO report of August 31, 1951, p. 6) 

“Quirk J. Bernard, Kansas City, Mo.—partner with Mr. Nee in this Ford 
agency was regional director, Kansas City, Mo., for the Liquidator of War Assets 
from 148 through October 1, 1950, and in such capacity was the official who 
signed the favorable contract with his partner's grain company. During World 
War II Mr. Bernard was associated with the Idle Tire Storage Co. appraising 
and storing tires through Government contracts with the RFC and from August 
1943 to February 1945 was a tire rationing officer for the OPA. (GAO report 
of August 31, 1951, pp. 6 and 7).” 

Since that time I have been furnished with this additional information which 
I consider rather significant: 

Mr. Ardeis H. Myers of Kansas City, Mo., one of the partners in this unusually 
successful venture, has outstanding a proposed income tax assessment, in- 
cluding penalties, amounting to $675,344.16, representing deficiencies in the years 
1942 to 1946 inclusive. 

A break-down of these assessments is as follows: 

1942___ Bae! eee = =—6hCC 
ea 108, 210. 65 
4 49, 846.19 

807, O85. 37 

. 196, 522. 29 
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This $675,000 outstanding tax account has been allowed to gather dust first 
in the Kansas City collector’s office under Dan M. Nee and now on the shelf 
here in Washington. 

Failure to refer this claim to the Department of Justice for prosecution or 
collection has resulted in 3 years of the 5 years involved becoming non-collectible 
since the statute of limitations has expired. 

Unless some action is taken prior to March 15, 1952, the assessment for 1945 
will be cleared in the same manner. 
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I am not attempting to pass upon the merits or demerits of the proposed 
assessment of these taxes, but I point out that if the assessments were made 
and no action was taken because the Government did not believe they had a 
bona fide claim, they should have washed the slate on those years’ assessments. 

On the other hand, in view of the fact that there is nothing in the records 
which indicates that the Government has changed its mind as to the validity 
of these assessments, some explanation should be forthcoming as to why they 
were allowed to elapse without any effort being made to collect. 

I make this statement particularly in view of the fact that the record shows 
that this entire assessment of $675,000 is still outstanding against Mr. Myers. 
What is more intriguing is the fact that the Treasury Department's records 
show that this same Dan M. Nee, who was collector of internal revenue in 
Kansas City, during the years involved (1942—46 inclusive) is now listed as the 
attorney representing Mr. Myers in his case against the Federal Government. 

I felt that these facts were more than a mere coincidence in view of the fact 
that Mr. Myers and Mr. Nee are also partners in the Mid-West Storage & 
Realty Co., this partnership having been formed within a few months after Mr. 
Nee left the Government service (Treasury report). 

The business activities of Mr. A. H. Myers, against whom this $675,000 tax 
assessment is pending and one of the partners with Dan M. Nee (former col- 
lector) in the Mid-West Storage & Realty Co., are listed as follows: 

A. H. Myers, about 50 years old and a native of Chillicothe, Mo., now lives 
in Kansas City and conducts various business enterprises, principally in Kansas 
City. For many years prior to 1942 he had various business interests at Chilli- 
cothe, among which were the Chillicothe Furniture Co. and the Consolidated 
Amusement Service Co. which distributed coin-operated amusement devices. 
During World War II he acquired an interest in, or owned, the Consolidated 
Amusement Service Co. at Waynesville, Mo., which also distributed coin-operated 
amusement machines. Waynesville is the town nearest to Fort Leonard Wood, 
Mo. The Consolidated Amusement Service Co., of Waynesville, may be doing 
business as a subsidiary of the Consolidated Amusement Co. or Consolidated 
Distributing Co., both of which have main offices at 1906-1910 Grand Avenue, 
Kansas City, Mo. Mr. Myers presently has financial interests in the following 
companies : 

Midwest Storage & Realty Co., Inc., Kansas City, Mo., president: Consoli- 
dated Distributing Co., 1906-1910 Grand Avenue, Kansas City, Mo., treasurer: 
Mrs. A. H. Myers is vice president of this company and Mr. and Mrs. Myers 
are the principal stockholders. Mr. and Mrs. Irving W. Weiler are president 
and secretary of the company, respectively, and own the balance of the stock. 
The company wholesales coin-operated amusement devices in the Greater Kansas 
City area. Sales approximate $300,000 a year; surplus is about $75,000 on a 
capital stock investment of $40,000; and the company reportedly has always 
made substantial profits. 

Consolidated Amusement Service Co., Chillicothe, Mo. Mr. and Mrs. A. H 
Myers are partners. The company owns about 600 coin-operated music and 
pin-ball machines; monthly sales approximate $5,000; and operations appear to 
have been profitable. 

Consolidated Amusement Co., 1906-1910 Grand Ave., Kansas City, Mo. This 
company started in 1937 as an operating company for the distribution of coin 
machines but now reportedly serves as a holding company for various Myers 
and Weiler enterprises. It buys and sells securities and makes investments. 
Estimated sales for 1949 were $1,000,000. 

A. H. Myers & Co., Waldheim Building, Kansas City. This company was 
formed in 1937, is not incorporated, and does a general brokerage and invest- 
ment business. Mr. C. G. Choquette is in some way associated in the business. 

Myers Grain Co., Inc., Board of Trade Building, Kansas City. $50,000 capital 
stock. Mr. Myers is a member of the Kansas City and Chicago Boards of Trade 

Clinton Automatic Music Co., Clinton, Mo.; Myers’ interest not known. 

Creeton Music Co., Kirksville, Mo; Myers’ interest not known. 

No financial statement covering all of Mr. Myers’ business activities were 
available. However, bank balances for the various businesses were reportedly 
adequate, loans were few, the businesses were considered profitable, some very 
profitable, and he has the reputation of being a person of very substantial means 

Mr. Myers had not been connected with any business which operated grain 
storage elevators prior to 1949 (GAO report of August 31, 1951, pp. 4 and 5). 

Following my previous remarks the officials of that company claimed that the 
§382,201.11 represented as the gross payments for the first 20 months was mis- 
leading in that they claimed only a small percentage was net profit. 
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In answer to that erroneous claim I quote from the records of the General 
Accounting Office, whose auditors have checked the books of the Mid-West Storage 
& Realty Co. 

Their report shows that at the end of August 1950, 11 months after its forming, 
the company had realized a profit, after all expenses, of $94,226.55. This is repre- 
sented by $57,350.57, being carried as surplus, and $36,875.98 being paid to officers 
and stockholders ( GAO report of August 31, 1951, pp. 13, 14, and 15). 

The General Accounting Office further pointed out that the profit in subsequent 
months would be at a substantially higher percentage basis due to the fact thar 
in the first few months all expenses of getting the property ready were charged 
off as current expenses (GAO report of August 31, 1951, p. 15, 3d paragraph). 

While the net figures for the remaining 9 months are not available this prelim- 
inary report clearly indicates that the venture was an unusually profitable one 
for a group which at the time of the leasing of the government property never had 
a single dime of their own money invested. 

Remember that this property was leased by these gentlemen from the War 
Assets Administration, which agency was represented by Mr. Quirk J. Bernard, 
another business associate of Mr. Dan M. Nee. 

Senator Wituiams. I might say, in the beginning, in reference to 
this letter, I am going to overlook the personal references Mr. Brannan 
has made, because I am not interested in getting in any personal ex- 
change with him. I respect him as a member of the President’s 
Cabinet. I understand he is playing President while President Tru- 
man is in Florida and practicing writing letters. I have no objection 
to him doing that. 

In that part of his letter beginning on page 2 to which he takes 
exception to the figures that I put in the record, I call attention to 
the fact that the Secretary in disputing the accuracy of my report and 
my speech of October 8 is pointing out specifically and quoting from 
a report of the General Accounting Office dated January 25, 1952. 
Now a copy of that report is available to the committee. 

I have not examined that report, but I have no reason to take excep- 
tion to the figures that the Secretary of Agriculture has put in his 
letter. I assume that he has taken them from the report of January 
25, 1952. 

However, I point out this, that my speech was made not in January 
or February of 1952. My speech with reference to Camp Crowder, 
which I put in the record showing the profits and the receipts, was 
based upon a previous General Accounting Office west, a copy of 
which has been made public and which is right here before the com- 
mittee now, and it is in the possession of the committee. It is dated 
August 31, 1951. 

I submitted at that time, after the osay Crowder case had come to 
my attention, a letter to the Comptroller General for a report on that 
project, and he submitted to me in a letter dated August 31, 1951: 

DeaR SENATOR WILLIAMS: In accordance with your request of August 29, 
1951, I am pleased to furnish you a copy of a report of investigations conducted 
by the GAO, complete with exhibits, concerning the leasing of Government- 
owned buildings at Camp Crowder, Mo. 

Now there isn’t any need to confuse the whole issue before the 
committee today with whether my figures are right or Mr. Brannan’s 
figures are right. Iam reasonably certain that both figures are right 
in that Mr. Brannan is writing his statement based upon a report 
which was made in January 1952, January 25—whereas my speech 
was made October 8, 1951, and could not possibly have been projected 
to contain the figures in a report which was not rendered for 4 or 5 
months thereafter. 
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There is no use of getting into that. 

The CHAIRMAN. Senator—— 

Senator Wiiiiams. And the concluding statement that I made— 
excuse me. 

The Cuamman. As I remember, when you first brought this Camp 
Crowder matter to the attention of the Senate, you said that they 
made 1,400-percent profit. 1 would be interested in finding out how 
you figured that 1,400 percent. 

Senator WitiraMs. Frankly, you can figure the profit any way you 
wish, as I will go along later in this, because at the time the lease 
was signed, in fact—I was in error in this respect. 

The CuatrMan. I thought you were. 

Senator Witiiams. At the time the lease was signed the company, 
according to the General Accounting Office, had absolutely zero. So 
nstead of saying 1,400 percent, you could say 14 percent, 14 thousand 
or 14 million percent, because whatever profit, of the company only 
made $1, it was $1 on zero, and the rules of the Commodity Credit Cor- 
poration are that any company entering into a Jeasing agreement with 
the Commodity Credit Corporation—and we have a former Secretary 

Agriculture here, and if I am in error on this I hope he will cor- 
rect me—must put up a financial statement or something to show that 
they do have something back of them, some stability. That was not 
requested in this case, if the GAO is correct. They stated no financial 
statement was required. 

The lease was entered into on September—— 

Senator Kem. 15. 

Senator Wmu1aMs. September 15, 1949. 

Now, according to the General Accounting Office report—— 

The CHamrMAN. Senator, if you will—— 

Senator WiLLiaAMs (continuing). It was on October 18, 1949, 30 
days after that lease, before there was any a paid into the—— 

The Cuamman. If you will se me. As I remember the state 
ment—I have not | oked at it i. long time, you see—vyou made it 
this way: That the Midwest said so much for rent. Let's say X 
dollars. 

Senator Wiiu1aMs. That is right. 

The CHatrrmMan. And it took in so much from the Commodity 
Credit. Put that Y dollars. And then you figured the percentage 
on that basis, but you did not charge to them the amount of money 
that they spent for moving the grain, for insurance, for fumigation, 
and their other expenses. 

Senator WituiaMs. It was not included in the first statement for 
the reason that I did not have the figures, but it was stated that they 
would be obtained. If you go back and read the record, about 2 weeks 
later all of those figures were put in the record and reference made 
to them. 

The CramrMan. I had reference to the first statement you made. 

Senator Wittrams. Yes. And all those have been put in the rec- 
ord time and time again as well as the report as to the amount of 
money and were taken from the General Accounting Office report, a 
copy of which i is now before this committee. 

Do not forget this: The GAO report in September said that the prof- 
its in the succeeding months—and that is the basis of my state avir on 
October 8—would be larger than they were in the previous months. 
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Now the reverse of that was true. I know that they were in error 
on that, and I can see how they were in error. The War Department 
asked for that camp back again, and the leases of the Midwest Realt\ 
Co. and the V. M. Harris Grain Co., were canceled. They had to 
move out, and in liquidating, took losses which had not been fore- 
seen by the General Accounting Office. In reality the General Ac- 
counting Office was correct at the time they made their report, looking 
forward to the continued utilization of the facilities under the exist- 
ing agreement, that the profit would have run much larger, because 
the initial expense of beginning to do business is always larger. But 
I did not take into account at the time the GAO’s initial report was 
made, nor could I take it into consideration because it was not then 
known, the fact that this lease was going to be canceled and the camp 
placed back into the possession of the War Department. And frankly, 
I can see where they might have ended up with much less profit than 
they figured, but whether they made money or lost money after the 
cancelation I do not know. 

On October 8, I pointed out the profit they had made and I said, 
quoting from the GAO report: 

Their report shows that at the end of August 1950, 11 months after its form- 
ing, the company had realized a profit, after all expenses, of $94,226.55. This 
is represented by $57,350.57 being carried as surplus, and $36,875.98 being paid 
to officers and stockholders. 

Verification of that statement is found on pages 13, 14, and 15 of 
this report of the Comptroller General which is now in the possession 
of your committee. 

I went on and said, still quoting from the GAO report: 

While the net figures for the remaining 9 months are not available, this pre- 
liminary report clearly indicates that the venture was an unusually profitable 
one for a group which at the time of the leasing of the Government property 
never had a single dime of their own money invested. 

If the Comptroller General was wrong in this statement and these 
Administration friends did put up a financial statement, I think 
it is something your committee should develop. But the report of 
the General Accounting Office is the basis for my statement of October 
8 and this is the speech which I am putting in the record, documented 
paragraph for paragraph, as it is lifted almost verbatim from that 
report. 

The CHatrman. Reverting to this 1,400 percent profit that you 
stated, I remember seeing it headined. Do you not think that was 
rather misleading to the public? 

Senator Wiii1aMs. No. 

The Cuairnman. If you did not have the facts, why did you make 
it ? 

Senator WriuiaMs. I had the facts at the time from the first GAO 
report, later the GAO revised these figures and I put the new reports 
in the record. 

Mr. Brannan says in the letter, if I remember correctly, the profit 
was around 30 to 40 thousand dollars. Is that right? 

Senator Arken. $40,000. 

Senator Wiitiams. $40,000. Considering the fact that all the 
money that this corporation apparently had invested at the time they 
signed the lease—if the General Accounting Office report is right was 
their original payment of obtaining the charter—which would have 
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been less than a hundred or two hundred dollars, and you multiply 
it out in reality and they would have made 20,000 percent. 

So you can take any percentage you want on that. It is not the 
pe reentage here or the percentage ‘there. I do not think that the 
chairman of the committee now or any Member of the Senate ever in- 
tended that under section 4 (h) as passed in the bill the Department 
of Agriculture should tm utilize directly the facilities which the 
Government itself owned. 

I certainly did not as one of the supporters of section 4 (h) in 1948 
intend that the Department of Agriculture should own one facility 
and then turn around and lease it out to some individual and then 
lease it back, any more than I would expect them to take the Senate 
Office Building, lease it to a private realty company here in Wash- 
ington, and the realty company then turn right around and rent it 
back again to the Senate for offices. Let’s not get that absurd. And 
I do not think the Secretary of Agriculture ever understood the section 
4 (h) language to mean that. 

The Cuatrman. Is it your view that under the charter, as you under- 
stand it, the Commodity Credit Corporation had the right to lease all 
of Camp Crowder, operate it, build railroads there, if necessary, and 
buy oe and trucks and hire people to manage that grain? It that 
your contention ¢ 

Senator Wriuiams. I think that is answered by the Secretary of 
Agriculture when 

The Cuatrman. I am asking you. 

Senator Wii.1AMs. Just a moment. 

The Cuarrman. I am asking you. You are the witness. 

Senator Wi1aMs. Iam going to answer it. It is answered by him 
in this fact: He has already leased direct four facilities. The Green 
River Ordnance Plant of Dixon, Il., which is owned and under the 
jurisdiction of the General Services Administration—the same admin- 
istration that Camp Crowder was under—was leased direct by the 
Commodity Credit Corporation on September 23, 1949, just 8 days 
after Camp Crowder facilities were leased. So the fact is he can do it 
or he violated the law when he negotiated this direct lease 9 days later. 

The hemp mill in New Richmond, Minn., which is owned and under 
the jurisdiction of the General Services Administration, was leased 
directly by the Commodity Credit C orpor ation in 1950. 

The Oklahoma Ordnance Works at Pryor, Okla., which is owned by 
the Government and is under the jurisdiction of the Federal Works 
Agency, was leased directly by the Commodity Credit Corporation. 
And the same thing is true of the ordnance works at Merrimack, Wis., 
which is under the jurisdiction of the United States Army, which was 
leased direct by the Commodity Credit on June 30, 1951. 

The Cuarrman. Do you think they had a right to do that? 

Senator WiiuraMms. Yes, I think they did. 

The Caarrman. And do you think they had a right to lease Camp 
Crowder under the law? 

Senator Wiriiams. Yes. 

The Cuarmman. That is your view? 

Senator Wiii1ams. Yes. I have checked the legislative counsel and 
I understand there is no question about the law. But I say the Secre- 
tary of Agriculture himself has recognized his authority throughout, 
that he could do this, and there has never heen any question. 
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Another point I want to clear up is section 4 (h). Section 4 (h) 
of the Commodity Credit Act of 1948 was brought before the Senate 
on April 20,1948. I introduced my amendment on April 22, 1948, and 
the cosponsors of that amendment, section 4 (h), were Senator George 
of Georgia and Senator Butler from Nebraska. That amendment 
was passed unanimously by the Senate of the United States with not 
a man objecting, not even you. At least I do not recall any objection. 
I think every member of this committee and every member of the 
United States Senate voted for it, and every member of the Democratic 
Party as well as the Republican Party. 

The conference report came back June 9, 1948, including that amend 
ment. That conference report was accepted without a single man 
in the United States Senate on either side of the aisle opening his 
mouth or raising a question about anything wrong. 

The law was signed on June 19, 1948 by the President of the United 
States. There was never one word of criticism about that bill and 
that amendment. 

A special session of Congress was called back in session July 27, 
1948 by the President of the United States, and in his message to 
Congress there was not one word said about repealing or correcting 
this Commodity Credit Corporation Storage Act. It was not until 
the midst of the 1948 political campaign that in desperation Secretary 
Brannan finally dreamed up this mythical amendment which could 
preclude him from doing something which he did not want to do 
anyway. There is not a man on this committee or a man in the De- 
partment of Agriculture today who will not say that if the CCC 
was short of grain storage facilities in 1948 to take care of the 1948 
crop, that they would have had to start purchasing, constructing and 
setting up storage bins, not in July and August and September of that 
vear but would have had to set them up in the spring. You do not 
do those things in 30, 60 or 90 days. 

There had been no effort made to do it on July 29, 1949 and they 
had all the authority they ever wanted under the old law before this 
one came into effect. So I disagree completely that was the basis. 

Anyway it was made quite an issue in 1948, and there is no need 
of getting into whether he was right or wrong. He found it and it 
was a good issue. They won the election with it. 

It is interesting to note, as a sideline which has nothing to do with 
this—I suggest that you get Grain Bins and Equipment Report dated 
October 30, 1947, signed by Leroy K. Smith, Director of the Grain 
Division Branch. I suggest most respectfully that this committee 
get that report and study it. It shows that during the election in 
1948 when Mr. Brannan was out on the stump bewailing the shortages 
of grain storage facilities, the Commodity Credit Corporation was 
actually selling their surplus grain bins right here in Washington. 
Now that cannot be reconciled. 

When the Congress was called back in 1949 we came back and—— 

Senator Anperson. 19494 

Senator WriutaMs. Since we came back here in January 1949 Bran 
nan has been attributing this section 4 (h), or section 12 of the new 
law, to the Senator from Delaware, and on February 5, 1952 an article 
written by Mr. John W. Ball, appearing in the Washington Post, 
quoted Mr. Brannan as saying, and I quote: 


A provision of the grain storage law as written, he declared— 
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that is Brannan— 
by a’ vocal critic of the department, Senator John Williams of Delaware, a 
Republican, forbids the Government from operating such facilities when private 
groups are available. 

[I did not take exeception to that because I thought Mr. Brannan 
was correct, and it was not until the last day or two in reviewing the 
records that I find he was in error. The reason I thought he was 
correct was that I knew I was in favor of such an amendment and 
that I did endorse such an amendment. It was my amendment that 
was accepted in 1948 and I introduced another such an amendment 
in 1949. I knew that. Sut the record shows that in 1949 when that 
bill was before the Senate and considered on April 25, 1949, the 
junior senator from New Mexico, Mr. Anderson, who is with us this 
morning, had a similar. almost identical amendment. And out of 
respect to him and his better judgment I withheld my amendment, 
and the Senate adopted Senator Anderson’s amendment and I Ssup- 
ported it. I still support it. I think it was a good amendment. 
While I thought the amendment which Mr. Brannan is finding so 
much fault with today was the amendment of the Senator from 
Delaware, if happens to be the amendment of former secretary of 
Agriculture, Mr. Anderson. | think it is one of the best amendments 
that has ever been put in the law and I supported it. 

I might point out that Senator Anderson’s amendment was supported 
by every member of the United States Senate, it was supported by the 
President and adopted unanimously with nobody objecting to it, 
but now, they are trying now to make it a political issue again. I 
have always found you never can use the same football in too many 
games- -it gets a little warped. 

Anyway that is the status of the amendment as it stands now. You 
as the chairman of the Agriculture committee accepted that amend- 
ment which is now on the statute books without objection the date it 
was passed—which Mr. Brannan—— 

The CuHatrmMan. I was not chairman at the time. 

Senator Anperson. Senator Thomas. 

The CuarMan. Senator Thomas was. 

Senator WituiAMs. All right. 

The Cuatrman. But I did not object to it. I must say that. 

Senator Witiiams. That is correct, yes. 

But the point is we all supported that amendment with this under- 
standing: that it would stop the Department of Agriculture from con- 
structing new grain storage facilities in an area where there were 
adequate facilities already available to take care of that grain. That 
was the intention at the time I supported it. I stated it as plain as I 
knew how. 

Senator Anderson likewise, I think that your intentions were, were 
they not, at the time, that it was to stop them. I would like for the 
members of this committee to say what their understanding of that 
amendment was because I think we all understand the same basic 
principles on that amendment. 

Senator Kem. Let me ask you, Senator Williams: Did you under- 
stand that it would cover a case like this of a corporation organized 
September 12. 1949 to lease facilities owned by the Government at a 
military camp, that 3 days later makes a contract with the Commodity 
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Credit fd pommes ¢ Did you understand that it would be considered 
a usual and customary channel, facility or arrangement of the trade 
in the warehousing of commodities? 

Senator WiiuiaMs. I certainly did not, and that is the reason | 
criticized it. 

I would like to point out and I will read a section from Mr. Bran- 


man’s letter: 


Both of these companies held leases on buildings which they had acquired 
from the War Assets Administration at Camp Crowder. 


Now that is not true. The lease was signed on September 19, 1949 
by the Department of Agriculture for these buildings with the Mid- 
west Realty Co. Yes, at that time, they did have the lease but they 
had signed the lease from War Assets Administration only 4 days 
before September 15, 1949. 

In the General Accounting Office report however, there is some corre 
spondence between the officials of the Midwest Realty Co. and the 
Department of Agriculture negotiating this lease back in August at 
a time before they ever had gone on the dotted line and signed with 
War Assets Administration. And this is a clear indication that this 
lease was negotiated at a time that the company itself was not even 
formed. The Midwest Realty Co. was not even chartered until Sep- 


tember 12, but in August 1949 they were negotiating this lease. 

Here is a letter which I would like to be put in the record, Mr. 
Chairman. It is a letter 

Senator Anperson. You mean they agreed upon the terms and 
circumstances of this lease ¢ 

Senator WiiuiaMs. I do not know that they had agreed upon the 


terms. This letter indicates clearly that they were negotiating. 

The Cuamman. What is the date of that letter? 

Senator Wiii1aMs. The date is August 24, 1949. 

The Cuatmrman. To whom? 

Senator Wittiams. Mr. John Cowan, the Assistant Director of 
Commodity Credit, Kansas City, Mo. 

The Cuatrman. And signed ? 

Senator Wiu1ams. By A. H. Myers, president of the Midwest 


Realty Co. He signed it at that time “A. H. Myers” because there 


was no Midwest Realty Co. pn 
I want to read this letter. I think I should read it in the record. 


(Reading) : 
Exutsit No. 16 
Myers & Co. 
Kansas City, Mo., August 24, 1949. 


Mr. JoHn CowAN, 
Assistant Director, 
Commodity Credit Corporation, 
Kansas City, Mo. 

Dear Mr. Cowan: With further regard to our conversation, concerning storage 
of corn, wheat and milo, I wish to advise that we have ample space at Camp 
Crowder for 5 million to 8 million bushels. We are attaching, hereto, a schedule 
of available buildings we propose to use. We prefer to handle all corn, how- 
ever, we would store either corn, wheat and milo or the quantity of each, which 


would serve you best. 
Should you be able to use this space, it would be handled under a separate 


corporation, formed by myself and partners. 
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We can meet your qualifications, and we are in a position to start taking 10 
cars per day, within 3 days from the completion of a contract. At the end of 10 
days, we can unload at the rate of 30 cars every 24 hours. If necessary, we can 
handle up to 40 cars. 

The buildings we would use would be in excellent shape, to prevent waste and 
they would be weatherproof. We are equipped to use above average methods 
to protect grain from varmints. 

Trusting this gives you the desired information, I await your further command 

Cordially yours, 
A. H. MYERs. 


With further reference to our conversation— 
clearly indicating it has been in discussion, mind you, 30 days before 
the company even leased the property from the Government— 


With further reference to our conversation concerning storage of corn, wheat, 
and milo, I wish to advise that we have ample space at Camp Crowder for 
5,000,000 to 8,000,000 bushels. 

The fact of the matter is they never had a single facility at that 
ume. 

Senator Anperson. Who is “we”? 

Senator Witutiams. A. H. Myers apparantly was referring to Mid- 
west Realty, which they later organized. Mr. Easley and Mr. Nee 
were partners of the Midwest Realty Co. I presume he means them 
when he says “we.” 

And he says, “We have these facilities now.” 

Gentlemen, in my opinion the only possible way Mr. Myers could 
have had these facilities—the lease was not signed until September 12, 
1949—was by virtue of the fact that Quirk J. Bernard, the War Assets 
Administrator in Kansas City, Mo., was also a business associate 
of Dan M. Nee, the former collector of internal revenue, one of the 
officials of this company. They were business associates in Bernard 
Motors. 

These two men who were business associates apparently had a 
gentlemen’s agreement that, “I will give you a word of mouth option 
on this Government property. You go get the contract with the 
other agency.” 

I do not understand how it could have been done otherwise. 

Senator Youne. Will the Senator yield ¢ 

Senator WiiuiaMs. Yes. 

Senator Youne. A moment ago you expressed the desire to have the 
ommittee members themselves give their interpretation of this 
section. 

Senator Witu1AMs. I would like to. 

Senator Youne. My understanding, after listening to all the dis- 

ssion and sentiments expressed by various committee members was 
that the Secretary of Agriculture had authority to use Government 
uildings or others, but as a general policy, wherever possible, it 
should be handled by private individuals, private trade and private 
oncerns, installations like those at Kansas City and other places. 

Senator Witii1aMs. If facilities were available in private indi- 
viduals’ hands, yes, I think they were supposed to. But I am point- 
ing out these facilities were not in private individuals’ hands. 

Senator Youna. I do not recall any discussion at the time whether 
they were owned by the Government or otherwise, but the general 
mpression left with me was that the Secretary of Agriculture wher- 
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ever possible should deal through the private grain trade and private 
individuals. 

Senator Witiiams. That is true. That was my understanding. 
But the point is these facilities at the time this letter and these negu 
tiations were going on were not in private owners’ hands; these fac ili 
ties were owned by the Government. Suppose the Department of 
Agriculture owns a two-and-one-half-million-bushel elevator for stor- 
age of grain. I do not think it was the intention of the committee 
that after they own that elevator that they lease it out to Milton Young 
or somebody else and then turn around and lease it back again for the 
storage of grain. 

Senator Young. Will the Senator yield again ?¢ 

Senator Wintiams. That was not your understanding, was it? 

Senator Youne. Will the Senator yield again? 

Senator Wi1iaMs. Yes. 

Senator Youne. These Government buildings were available in the 
Kansas City area. Supposing the regular grain trade in Kansas City 
had decided to lease these buildings as a part of their own facilitie- 
What interpretation would you then place upon it? Should the Se: 
retary of Agriculture lease those buildings himself or permit the reg 
ular grain trade to do it? 

Senator Wititams. Had these facilities at Camp Crowder alread) 
been leased, say months before, without any knowledge that the Gov 
ernment was going to need them, and they were occupied and under 
long-term lease, and the Department of Agriculture needed them, they 
would have no alternative exce pt to lease ‘back to the fellows that hai 
the lease. I recognize that. 


But the point is that the Government owned these facilities, at the 
time that Mr. Myers negotiated to lease them. He said: 

We have ample space at Camp Crowder for 5,000,000 to 8,000,000 bushels. We 
are attaching hereto a schedule of available buildings we propose to use. We 
prefer to handle all corn. However, we would store either corn, wheat or milo— 


and quantities and so forth. 

Senator Anprerson. Do you know what buildings there were ? 

Senator Witt1ams. No. It was not attached to the GAO report. 

Senator ANperson. Does the GAO know what buildings there were ! 

Senator Witii1aMs. I presume they did. 

Senator Anperson. I suggest we get from the files, Mr. Chairman, 
of the PMA administration in Kansas City the sketch to which that 
letter refers and see if the buildings are the identical buildings which 
were subsequently leased. They may be entirely different. 

The CHarmman. We have representatives from the Kansas City 
office here and probably they will be able—— 

Senator Anperson. Does he know? Does he have that with him? 

Mr. Correr. We do not know. 

Senator Anderson. Can we find out so he can get it if he does not 
have it with him? I think that is the most important part of this 
thing. 

Senator Kem. I would like to ask him now 

Senator Hoey. Senator Williams, I was interested to know just 
concretely what is it that you say the Agriculture Department did 
that it ought not to have done with reference to leasing these build- 
ings? Now let’s eliminate for the time being who owned them or 
anything else. 








77 


STORAGE AND PROCESSING ACTIVITIES OF CCC “wid 


The Secretary of Agriculture had to get somebody to store the 
grain. What is it that you say he did that he ought not to have done 
with reference to leasing this building from the Midwest Realty Co.? 

Senator Witi1aMs. In my opinion, if private facilities will not 
take care of the grain and the Department of Agriculture is then 
going to use other Government fac ilities, I do not see any need of 
why ‘they should lease those facilities out to Mr. X and then lease them 
back. 

Senator Hory. Let’s get this clear. The Agriculture Department 
did not lease to the Midwest Realty Co. 

Senator Wituiams. But the same agencies—— 

Senator Horry. No. 

Senator Witu1aMs. Perhaps not the same agencies, but the same 
Government. 

Senator Horry. The same Government. 

Senator WiiuraMs. Yes. 

Senator Hory. Let’s charge the Agriculture Department with 
what it did. It did not make any lease to Midwest Realty Co. but 
it did lease facilities from Midwest Realty Co. to take care of wheat 
storage ¢ 

Senator Wiriui1aMms. That is right. 

Senator Hory. How many million bushels of grain were stored by 
Midwest Realty Co. and over what period of time? 

Senator Wiiu1ams. You have the figures in the contract. 

Senator Hory. Approximately I mean. 

Senator WituiaMs. The General Accounting Office pointed out that 
the contract carried an unusual provision in that they guaranteed 
to store a minimum of 2,000,000 bushels. 

Senator Hory. All right. 

Senator WiiuiaMms. I don’t know whether they did store that much 
or not. 

Senator Hory. You do not know how much was actually stored ¢ 

Senator Witu1ams. No; because the Korean war broke out—— 

The Cuarrman. May we have a little order, please. 

Senator Wita1ams. Whether they reached the maximum I do not 
know. 

Senator Horry. The Midwest Realty Co. leased to the Agriculture 
Department these facilities and they stored some, say, probably, 
2,000,000 bushels of grain. Over what period of time was that done? 

Senator Wintiams. You have the exact figures here. I don’t have 
the exact. 

Senator Kem. About 20 months. 

Senator Hory. All right. Now the company made $40,000 profit 
on storing, Say, approximately 2,000,000 bushels of grain over a period 
of 20 months; is that correct ¢ 

Senator Wiri1ams. I don’t know. These are Brannan’s figures, the 
GAO figures are different. 

Senator Kem. It depends on how you figure the profits. 

Senator Hory. I am talking about they made that much money 
clear. I don’t care what they had invested, whether a thousand dol- 
lars or a hundred dollars. 

Senator Kem. Including salaries brought out by members of the 
group. 


20554—52 pt.1 
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Senator Horry. No; that would be expenses of operation. 

Senator Wituiams. At the time I made 

Senator Hory. I want to see what it is now that the Agriculture 
Department has done wrong, and I want to see what Senator Willian 
says it has done wrong. 

They leased this. ‘They had a right to lease it. Now did they pay 
un exorbitant price for the lease or pay a current price ¢ 

Senator Witi1amMs. The General Accounting Office criticized the 
lease in the first report not in that they did not pay over and above 
the normal storage charges but that they had leased it from the other 
Government agency at such a ridiculously low rate of rent—a thousand 
dollars a month. 

Senator Hory. That is getting back to somebody else who leased 
this property to the Midwest Realty Co. Let’s take what the Agricul! 
ture Department did to Midwest. Did they pay them exorbitant 
rental ¢ 

Senator Wiitu1aMs. Over and above the regular storage rates? 

Senator Hory. Yes. 

Senator WiiuiaMs. Not that I know of. 

Senator Horry. Now they handled 2,000,000 bushels here over a 
period of 20 months and made $40,000. Is that an excessive profit 

Senator WiiuiamMs. But, Senator, you have to take this into consid- 
eration: that you are taking your over-all profit range, and in that 
profit range of approximately 2 years you have the beginning of the 
utilization of the facilities, which is more expensive. And then you 
had the event of the Korean war which necessitated liquidation. You 
have to take into consideration what their profit would have been 
over a projected period of time, had the war not commenced, or had 
this not been exposed. 

Senator Hory. On this question of whether or not they made an 
exorbitant rate of profit —— 

Senator Witiiams. It ended up they did not. The lease was 
cancelled. 

Senator Horry. Did not? 

Senator Wittiams. But General Accounting Office says they would 
have if they had not had to liquidate the facilities. That is the report 
of the General Accounting Office. 

Senator Hory. How is it exorbitant if it is no more than paid to 
other people for facilities? 

Senator Witu1ams. Only in this way: As I said before, take, for 
example, right here, the Senate Office Building. 

Senator Hory. Yes. 

Senator Wit.tiams. Suppose the Government were to lease the 
Senate Office Building to Mr. X and he, in turn leased it back to an- 
other Government agency, but in leasing it back he received no more 
than what would be the normal rates for office property, but had 
leased it originally at a ridiculously low level, would that make it 
right ¢ 

Senator Hory. Wait a minute. I agree with you on what you say 
about this property being leased by some Government agency and so 
forth. But now in this investigation of the Agriculture Department 
I do not see how we could charge them for what some other agency does. 

Senator Wituiams. If you will—— 
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Senator Hory. If some other agency rented this property or leased 
it at too low a rate, that is one thing. But if the Agriculture Depart- 
ment paid an excessively high rate for it, that is another thing. 

Ought we not in justice to the Agriculture Department see what it 
is they have done wrong about this lease ¢ 

Senator Wiit1aMs. If you wanted to look at it from just that angle, 
perhaps you are correct. If you go back and read my speech—— 

Senator Hoey. I am not criticizing you at all, Senator. I think 
you have said a good many good things and all that. I am not trying 
to criticize you. But what I am saying is that what we ought to do as 
a committee here in criticism of the Agriculture Department about 
leasing this to the Midwest Realty Co., it looks to me on the face of 
what I have heard—and I do not pretend to know all about it—it 
looks like they have not leased it at an excessive amount, and it looks 
like these people have not made excessive amounts on it. And if 
they are not given exorbitant figures over and above what other people 
get for leasing, I do not see the point of attack on the Agriculture 
Department about this particular lease. 

Senator Witu1aMs. If you Senators are going to look at it only as 
members of the Agricultural Committee and consider that you are 
responsible only for looking at it from the agricultural point of view, 
perhaps what vou say is true. But I am looking at it as a member 
of the Senate of the United States and representing the people of the 
United States, and I consider it an improper Government transaction 
whether 

The CHatrmMan. Senator Hoey 

Senator Aiken. Mr. Chairman? 

The CHamman. When we started our investigation I took the re- 
sponsibility of notifying Senator Lyndon Johnson, who is heading 
this investigating committee for the armed services, to determine 
whether or not the War Assets should have leased for more. [ took 
the position then, as I take now, if there is any wrongdoing from that 
angle it is up to the armed services to handle it and not this committee. 

Senator Wiiu1aMs. I am not getting in a jurisdictional fight as to 
who is responsible. The point I raised on the floor was that we had 
a terrific investment of taxpayers’ money in Camp Crowder at the 
time this lease was negotiated. Midwest did not own these facilities. 
The CCC lease was negotiated and apparently worked out before any- 
body signed on the dotted line. 

Senator Munpr. Will the Senator yield ? 

The Carman. Senator Aiken has the floor. 

Senator Arken. May I point out, Mr. Chairman, we have a large 
number of witnesses which have been subpenaed to come here today 
to testify under oath, and I am sure that if they have a chance to 
testify they will develop the answers to every question that has been 
asked here this morning. 

It may have been through a coincidence the Secretary wrote the 
letter he did and sent it at the time he did. I don’t say it was not 
through a coincidence, but the effect has been to disrupt the orderly 
procedure of this investigation, to delay the development of the actual 
facts of the investigation, and I for one do not propose that the Secre- 
tary is going to dictate the operations of this committee. 

As I say, it may have been coincidence that the letter to Senator 
Williams and the challenge to Senator Williams to appear before this 
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committee came as it did. I am sure that there may be other people 
not as suspicious as I am who think otherwise. 

However, I do hope these witnesses who can answer the question 
will have an opportunity to do so. I do not see any hope of getting 
through with them, in the next few days unless they have a chance to 
testify. 

Senator Horr. I thoroughly agree with you and I did not know 
anything about this at all. 

Senator ArkKen. Yes; you came in late. 

Senator Horry. I think it is orderly procedure to go ahead with the 
witnesses this morning. 

Senator WitxiaMs. I am not going to take the time of the com- 
nittee. I appreciate the chance of coming here. I am willing to 
accept it was not pure coincidence, but nevertheless I certainly hope 
that this committee will not lose sight of the fact that the basic reason 
1, as one member of the Senate, supported the appropriation for the 
investigation was to find out whether or not the policy as laid down 
by Congress is being followed. 

Now if it is Mr. Brannan’s policy, and if this committee intends 
it so—that he should build some two or three hundred million bushel] 
storage capacity and lease it out to Mr. X at a ridiculously low rate 
and then lease it back, and as long as the Department of Agriculture 
only pays the normal rental he is not to be subject to any criticism, 
if that is your policy, say so. 

Senator ANprrson. Mr. Chairman? 

The CHarrman. Senator Mundt is first. 

Senator Munpr. In line with Senator Hoey, what he was saying, 
1 want to ask this question of Mr. Williams: As I understand it, in 
answer to the Senator from North Carolina as to what the Department 
of Agriculture did that was wrong, I want to find out whether the 
Department of Agriculture agreed to use Government facilities sub- 
sequently leased to private individuals before the individuals actually 
had the Government-owned facilities, if they entered into this thing 
as a matter of collusion in advance. As I understand, that is what 
you were trying to demonstrate by the correspondence of Mr. Myers 
which you were never permitted to finish. 

Senator Wiu1aMs. That is the point—the manner in which it was 
handled. That is what I am criticizing them for. 

Senator Mcunor. It seems to me the Senator from North Carolina 
and all of us would resent that kind of thing—the matter of collusion 
in renting things they do not have. 

Senator Horry. Absolutely. 

Senator Anperson. In furtherance of what the Senator from North 
Carolina asked, I am looking at the GAO audit at this time of Janu- 
ary 25, 1952, to which reference is made in this letter, and it says 
that the Harris Grain Co., which is part of this same Crowder deal, 
has not only made a profit of $102,000 but that Commodity Credit 
had claims of $25,000 and $57,000 against them for bad handling, and 
another claim for $448,000, 

It looks like the Government is going to lose a half a million dollars 
by that Crowder lease, and, if so, I would say that leasing to inefficient 
and unaccustomed people might be something wrong. 

Senator Hory. Is that in connection, Senator, with the Midwest 


Realty? 
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Senator Anperson. The same deal. ° 

Senator WriuiaMs. Yes. 

The Cuarrman. It is a separate company altogether, Senator, the 
Midwest. 

Senator Wiiu1AMs. You can’t separate them, because Mr. Brannan 
accused me in his letter of making erroneous statements, bringing up 
something and mentioned those specific cases. The V. M. Harris 
Grain Co. is tied in on all this. 

This argument of saying you lost money on one hand and at the 
same time the other hand sticking profits in your pocket as large 
salaries, is bunk. 

Senator Horry. I was not involved in the Harris business. I made 
direct inquiry about the Midwest Realty Co. That would stand on 
its own merits. 

Senator Kem. The Secretary has involved the Harris Company in 
page 2 of the letter. V.M. Harris Grain Co. appears at least twice. 
He has involved it. 

Senator Hory. I am not holding any brief for the Secretary of 
Agriculture now, because I do not agree with him about a lot of 
things. What I want to get is what it is that this company has done 
wrong with the Agriculture Department, and then if the Agriculture 
Department has done something wrong with the Harris company, 
let’s see about that. 

Senator Kem. The point I made at the outset was I did not think 
we ought to investigate the Midwest case and say there is no shortage 
here and therefore everything is on the up and up at Camp Crowder. 

Senator Hory. Each one would have to stand on its own foot. 

Senator Kem. I think the whole Camp Crowder situation should be 
investigated as a whole. 

I want to bring out another point. 

The CuHarrMan. Senator, before you— 

Senator Kem. Let me just—— 

The CuHarrmMan. In connection with what you just said, this com- 
mittee went on record as desiring to investigate the profits made at 
Camp Crowder, and that is what I thought we were going to do. 

Senator Kem. I don’t know. 

The (CCHAIRM AN. Now you want to cover the whole operation. 

Senator Kem. I understood we were setting out on a complete in 
vestigation of the entire situation. 

The CHatrMaNn,. Certainly, lL agree with you. 

Senator Kem. Not one phase but the entire situation. 

I want to ask the Senator from Delaware: The Senator from North 
Carolina referred to profits made by the Midwest Co. of $40,000. I 
do not know exactly how that is arrived at, because I notice in the 
files that the salaries and profits of the group that they drew out of 
the corporation in the 20 months were as follows: Mr. Myers, $18,- 
949.92; Mr. Easley, $26,868.47; Mr. Stark, $18,949.92; Mr. Nee, 
$18,904.06. 

When these officers, who were also engaged in other businesses, were 
drawing profits and salaries and bonuses like that out of the com 
pany, it is hard to see how it can be said that the profits of the enter- 
prise were $40,000. 

Senator Hoey. I just took the figure in Mr. Brannan’s letter. 
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Senator Kem. I think those figures should be inquired into. There 
are a lot of statements in the letter the committee may want to ask 
Mr. Brannan about. 

Senator Wiiu1aMs. I understand Mr. Brannan’s figures are in a 
supplementary GAO report. I have not seen it. It is dated January 
25, 1952, which is available to the committee, and I presume that you 
have it. 

But the reason I think that Mr. Brannan is peeved at the Senator 
from Delaware is not what I have said about Camp Crowder, not 
what I have said about V. M. Harris or Midwest Realty Co., but 
rather, it is primarily as a result of a letter that I wrote to the 
General Accounting Office sometime before January of this year and 
asked them to check into the over-all grain storage shortages. 
Whether that contributed any toward the investigation by the Genera! 
Accounting Office, I do not know, but the GAO says that anywhere 
from three to five to seven million dollars shortages are estimated. 

I felt they should check into it and pointed out to the GAO at the 
time that they should not be unmindful of the fact, that this is the 
same Deparment, the same Commodity Credit Corporation for which 
the United States Senate, of which you were a member and partici- 
pated, had to once before write off $96 million as an unaccounted for 
loss. And I said, “Let’s not let it happen again.” 

I will say this—if the investigation of this committee is solely 
on the basis of examining the profits of the Midwest Realty Co., it 
seems to me that you are going into an awful lot of work for nothing, 
because the GAO reports are already available to the committee. The 
interim report to which I referred in my meres dated August 31, 
1951, by the General Accounting Office includes all of the up-to-the- 
minute information at that time. 

Their subsequent report of January 25, 1952, includes reports at 
that time, and if you want a later report I am sure the General Ac- 
counting Office could give you another one. As one member of the 
Senate I have the utmost confidence in Lindsay Warren and his 
reports. I do not see why they need an investigation by the Agricul- 
tural Committee or any other committee if you care only to go into the 
reports. They have n incorporated in the cigeax: d the day you 
received them. 

Senator Horry. And I have the utmost confidence in him. 

Senator Munpr. I am not sure I got an answer to my other question. 
Is it your position that the Department of Agriculture was negotiat- 
ing with private operators for the leasing of Government property 
which the private operators did not then have ? 

Senator Wriu1aMs. Yes. 

Mr. Chairman, before I forget, I would like to incorporate that 
letter in the record. It is part of the General Accounting Office report 
dated August 24, 1949, and addressed to Mr. John Cowan and signed 
by A. H. Myers representing himself as one of the companies, and 
in that he says: 

I wish to advise that we have ample space at Camp Crowder for five million to 
eight million bushels. 


They go on: 
We are attaching hereto a schedule of available buildings we propose to use. 
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The CHarrman. It is your contention that schedule will show this 
partic ‘ular structure is part of that facility; is that right ¢ 

Senator Wiu1aMs. I think it is; yes, and the lease that they signed 
with the War Assets Administration. 

The Cuarrman. I think we ought to get that schedule. 

Senator Hory. I agree with the Senator from South Dakota that 
phase of it ought to be investigated. 

Senator Witt1aMs. And the lease with the War Assets Administra- 
tion was not signed until September 12, and surely the Department of 
Agriculture was on notice as to its need of this property. 

Senator Youne. Mr. Chairman, I think we ought to also investi- 
gate and find out if we are paying too high a storage rate to the 
grain trade. 

For example, it is beyond me to believe that a company with a 
facility out there are not prepared to handle grain in‘any way, if they 
can handle this grain and account for every bushel, fumigate and do 
all the other things that the grain man does in the regular facilities— 
if they can make an enormous profit, then we must be paying someone 
else too high a profit. 

Personally 1 would be very reluctant to try and store grain in that 
kind of a facility and account for all the bushels, that the bushels be 
kept in condition and fumigated and everything, even though I got 
those facilities for nothing, and hope to make much of a profit. 

The Cuarrman. During the course of these hearings, it is proposed 
to show exactly what obligations were undertaken by the Midwest 
Realty Company and what profits they made. I think you can easily 
get that from the record itself. 

For instance, there is that claim by the Corps of Engineers of almost 
$60,000 against Midwest. As to whether or not that is an expense 
they will have to bear, we will have to find that out. And whether 
or not it is to be subtracted from the expected profits is another thing 
that we will go into. We will go into all of it in time. 

Personally, as I indicated this morning, it is my hope that we can 
proceed with this investigation in an orderly manner and get the 
witnesses to develop all of these facts and not hear charges. 

Is that all, Senator Williams? 

Senator Witu1aMs. Yes, sir; unless there are questions. 

The Cuarmman. Are there further questions? 

Senator Anperson. I would like to ask Mr. Cotter if he examined 
this audit of the General Accounting Office of January 25. 

Mr. Correr. We have that, yes. 

Senator ANperson. Prior to examining these witnesses. Then the 
material is in here and you are fully familiar with it and can ask the 
witnesses accordingly ? 

Mr. Correr. That is right. 

Senator Kem. I would like to ask Mr. Cotter if the schedule at- 
tached to the letter from Mr. Myers is available. 

Mr. Correr. We have the lease that lists all the buildings and we 
have a sketch of the camp. 

Senator Kem. Do you have the schedule that was attached to the 
letter that Mr. Myers sent to the Commodity Credit office? 

Mr. Correr. I do not have it identified as such. 

Senator Kem. Has an effort been made to find it? 

Senator Witu1AMs. I think Mr. Warren has it. 
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Mr. Correr. Mr. Cowan is here. 

The Cuamrman. Mr. Cowan, to whom the letter is addressed, is 
present. 

Senator Kem. Does he have the schedule with him ? 

Mr. Correr. I do not know. I have not talked to him. 

Senator Anperson. Was not he subpenaed to bring the necessary 
papers ¢ 

Mr. Correr. He is supposed to have all the papers. 

The Cuatrman. All right, Mr. Cotter, who is the first witness? 

Mr. Correr. Mr. John Cowan. 

Senator Youne. Mr. Chairman, I would like to be excused so that 
I may attend a hearing this morning as a member of the Senate 
Appropriations Committee on agricultural appropriations. 

The Cuarmman. Certainly. 

Mr. Cowan, raise your right hand. Do you solemnly swear to tel] 
the truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Cowan. I do. 


TESTIMONY OF JOHN C. COWAN, ASSISTANT DIRECTOR, PMA 
COMMODITY OFFICE, KANSAS CITY, MO. 


Senator Kem. I would like to ask the witness at the outset if he 
has the schedule. 

The CuHarmman. We will do that in time. 

Senator Kem. So he can send for it Mr. Chairman if he has not 
got it with him. 

Mr. Cowan. I think I have the numbers of the buildings in the 


lease. 

Senator Kem. Do you have the schedule that was attached to the 
letter that A. H. Myers wrote to you / 

Mr. Cowan. I don’t know. 

Senator Anperson. Do you have the schedule that Mr. Myers 
furnished ? 

Mr. Cowan. I have everything in our office file here, Senator 
Anderson. 

Senator Anperson. Are you not familiar with it? 

Mr. Cowan. Yes. 

Senator ANperson. Did you get the letter? 

Mr. Cowan. Yes. 

Senator ANnperson. It is very important to this, is it not? 

Mr. Cowan. Yes, sir. 

Senator Anderson. Did you bring all the papers connected with 
this lease ? 

Mr. Cowan. I believe I have. 

Senator Anderson. Then you must have it with you. 

Mr. Cowan. I don’t know. 

The Cuarrman. Let’s proceed. Mr. Cotter, will you proceed. 

Senator Kem. I suggest the orderly thing is to get that schedule. 

The Cuarrman. It will be produced in time. 

Mr. Correr. Mr. Cowan, will you have a seat ? 

The CuHarrman. Sit here, Mr. Cowan. 

Mr. Correr. What is your full name, Mr. Cowan? 

Mr. Cowan. John C. Cowan. 
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Mr. Correr. And what is your position with the Department of 
Agriculture ¢ 

Mr. Cowan. I am Assistant Director of the Kansas City office. 

Mr. Correr. How long have you held that position ‘ 

Mr.’ Cowan. Since 1946. 

Mr. Correr. How long have you been with the Department of 
Agriculture ¢ 

Mr. Cowan. I became a member of the county committee in 1934 
and was field man with the State of Kansas from about 1939 to 1941, 
when I came to Kansas City office as field representative. Later in 
1946 I became Assistant Director. 

Mr. Correr. Were you present in the Kansas City office at the time 
the contracts for the storage of grain were executed with the Midwest 
Storage and Realty Company ¢ 

Mr. Cowan. Yes, sir. 

Mr. Correr. And also the V. M. Harris Company 4 

Mr. Cowan. Yes, sir. 

Mr. Correr. Could you just give us the highlights on the negotia- 
tions and the execution of Midwest’s contract / 

Mr. Cow AN. Yes, sir. | would be olad to. 

The storage situation was, of course, extremely critical. We issued 
a letter to the grain trade in the spring over Mr. Walton’s signa- 
ture—— ; 

Mr. Correr. Who is Mr. Walton? 

Mr. Cowan. He was the Director of the Kansas City office at that 
time. 

(Continuing) Asking all of the grain trade everywhere to indicate 
if they could continue to store their present stocks for us and if they 
could store additional stocks for 3 months, 6 months, a year, or an 
indefinite time. We were faced with a terrific problem In taking care 
of the grain that had been delivered to us under the price support 
program. 

Everyone in our office was on the lookout for suitable storage. 

It was well-known throughout the grain trade in the Midwest that 
the situation was quite desperate in spite of the fact that State and 
county committees were then building some bins to take care of the 
corn. 

Mr. Correr. You were looking for emergency storage ? 

Mr. Cowan. Yes, sir. 

Mr. Correr. And pursuant to that search and the policies under 
which you acted you executed this contract with Midwest ? 

Mr. Cowan. That is right. 

Mr. Correr. And how much grain was stored under the Midwest 
contract ¢ 

Mr. Cowan. I think it was 2,041,000 bushels. 

Mr. Correr. And was that stored pursuant to a uniform grain 
storage contract / 

Mr. Cowan. Yes, sir. 

Mr. Corrrer. With the same provisions ? 

Mr. Cowan. That is right. There were some modifications of the 
terms in a supplement to the agreement 

Mr. Correr. Do you have a copy of that contract with you that 
you can introduce into the record ? 

Mr. Cowan. I have the original. You have a photostatic copy. 
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(The document referred to is as follows :) 
OXHIBIT No. 17 
(CO. C. C. FORM H, REVISED 6—1—46) 
Unitep States DEPARTMENT OF AGRICULTURE 
ComMopity Crepit CORPORATION 
UNIFORM GRAIN STORAGE AGREEMENT 
(T44-2-CCC-399 ) 


1. This Agreement, made and entered into this 19th day of September 1949, by 
and between Commodity Credit Gorporation, hereinafter referred to as “Commod.- 
ity”, and Midwest Storage and Realty, Inc., with principal place of business at 
1307 Waldheim Bidg., Kansas City, Missouri, hereinafter referred to as the 
“warehouseman” ; 

WITNESSETH : 

2. Whereas the warehouseman owns or operates an elevator or warehouse 
located at Camp Crowder, on the Kansas City Southern Railroad, in the County 
of Newton, and the State of Missouri, hereinafter referred to as the “warehouse 
and 

3. Whereas Commodity desires that the facilities of the warehouse be made 
available with respect to grain as defined in this agreement, owned by, or in the 
possession of, Commodity or any other agency of the United States under the 
general supervision of the Secretary of Agriculture, or in the possession of any 
lending agency in connection with a loan made available by Commodity, or, as 
of the date of deposit, grain which is deposited in the warehouse by a producer, 
and later becomes security for a loan made, or made available, by Commodity 
(such grain being hereinafter referred to as “the grain” or as “grain subject to 
the terms of this agreement”’) ; 

4. Now, therefore, in consideration of the covenants and agreements herein 
contained, and for other good and valuable considerations, the parties hereto 
covenant and agree as follows: 

5. The warehouseman shall receive, store (up to the capacity made available 
by him), insure (except as hereinafter provided), condition, and load out the 
grain in accordance with the directions of Commodity, at the applicable rates 
specified in the Schedule of Rates attached hereto. 

6. Upon receipt by the warehouseman of the grain, or when grain in store is 
purchased by Commodity, the warehouseman shall issue, in such form as meets 
the approval of Commodity, nonnegotiable, warehouse receipts representing the 
grain and shall indicate on such receipts the method by which the grain was re 
ceived by him, accompanied by inbound weight certificates, when aavilable, and, 
when requested by Commodity or the owner of the grain, inspection certificates 
describing the test weight and special grading factors, if any, and specifying the 
percentage of damaged kernels, foreign material, moisture content, and grain of 
other classes, and protein certificates or documents describing the quality of the 
grain, provided that with the consent of the depositor, a protein certificate rep- 
resenting wheat received by wagon, truck or less than carload lots may be issued 
on the basis of the station average for protein. 

7. The warehouseman shall keep all the grain which is stored in the warehouse 
in store in the warehouse described in this agreement, and shall at all times main- 
tain in the warehouse a stock of grain of the class, grade, and quality of the grain 
described in the outstanding warehouse receipts and accompanying certificates or 
documents, sufficient to deliver from the warehouse the grain described in such 
receipts and accompanying certificates or documents, and to the extent that facili- 
ties of the warehouse are made available, he shall store all corn stored hereunder, 
and such other of the grain as Commodity may request, in special bins, according 
to class and grade, so as to preserve its identity. 

8. The warehouseman shall loan out or deliver to the hoider of any warehouse 
receipt grain of the same class, grade, quantity and quality, or better, and, in the 
case of wheat, of a protein content within three-tenths of one percent, as that de- 
scribed by the surrendered warehouse receipt and accompanying certificates or 
documents, and wheat of county-run quality equal to that received into the ware- 
house, except that, in the case of grain which was received by wagon, truck, or less 
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than carload lots, the quality may be the average of the quality described in the 
surrendered warehouse receipts and accompanying documents or certificates. 
At locations where no official grading services or protein laboratories are avail- 
able, the warehouseman may load out or deliver wheat of any merchantable grade 
which is fairly representative of the wheat described in the warehouse receipts, 
provided, however, that such wheat shall be subject to discounts as provided in 
section 11. For the purposes of this section and section 11, the grade, quality, and 
protein content of wheat represented bya group of warehouse receipts included in 
one shipping order shall be the weighted average of the grade, quality, and protein 
content of the wheat represented by such group of ‘warehouse receipts. Wheat 
not meeting the requirements of this section may be rejected, and if accepted shall 
be subject to the discounts provided in section 11. 

9. Without in any way limiting his obligation under the other provisions of this 
agreement, the warehouseman shall insure, and at all times keep insured, in his 
own name, all the grain for the full market value thereof, against loss or damage 
by fire, lightning, inherent explosion, windstorm, cyclone, or tornado, and, in the 
event of any loss or damage to the grain, or to the warehouse, whether or not such 
loss was insured against, he shall immediately notify Commodity and the holders 
of the warehouse receipts representing such grain, as the holders appear on the 
records of the warehouseman, and he shall at his own expense promptly take the 
steps necessary to collect any moneys which may be due as indemnity for such 
loss or damage, including the bringing of suit, and, as soon as collected, shall pay 
to the holders of such warehouse receipts such moneys as may be collected for 
the loss or damage. In the event the warehouseman insures against hazards to 
the grain not specified herein, such insurance shall inure to the benefits of the 
holders of the warehouse receipts. In the event of loss or damage to the grain, all 
charges provided for by this agreement with respect to the grain so lost or dam- 
aged shall be paid until and cease as of the date of such loss or damage 

10. The warehouseman shall observe the carriers’ tariff and loading require- 
ments, and shall indemnify Commodity against minimum weight penalties and 
demurrage, except those that are incurred due to circumstances beyond his con- 
trol, and he shall assume all inbound switching charges which are recoverable 
or which are absorbed by the carrier on outbound shipments, 

11. In the event that any of the grain which is loaded out by the warehouse 
man is found—on the basis of official weights and grades at the point of storage, 
ir, if official weights and grades are not available at such point, on the basis of 
official weights and grades at destination or at the inspection point shown on the 
shipping order furnished the warehouseman, which unless otherwise agreed shall 
be the customary location, on the route of shipment, of an inspector licensed under 
the United States Grain Standards Act—to be of a class, grade, quantity or qual- 
ty lower than that described by warehouse receipts, and accompanying certificates 

documents, surrendered by Commodity, the warehouseman shall indemnify 
Commodity in an amount equal to the difference between the value of the 
oaded out and the value of the grain described by the warehouse receipts and 
1ccompanying certificates or documents, on the basis of cash prices current at 
the terminal market customarily applicable to grain stored in the warehouse at 
the time when the grain was shipped. In the case of wheat received by the 
warehouseman by rail or barge and in the case of all of the grain other than 
wheat, settlement shall be made on the basis of each shipping order. In the case 
of wheat received by wagon or truck, settlement shall be made on the basis of each 
year’s crop stored at the warehouse, Commodity to issue shipping orders based on 
the weighted average of such year’s crop, and debits and credits to be established 
accordingly on each shipping order, the debits and credits to be set off against each 
other, and final cash settlement made after the date the last grain of such year’s 
crop is loaded out or sold or otherwise disposed of, any credits not set off against 
debits of such crop year to be dropped and not carried forward. 

12. Unless the warehouseman operated the warehouse under a license issued 
by the Secretary of Agriculture under the United Sttaes Warehouse Act, he shall 
comply with such conditions as may be prescribed by Commodity prior to the 
execution of this agreement. The warehouseman shall furnish Commodity such 
bond or bonds as may from time to time be required by Commodity, and, at any 
time during business hours, he shall permit Commodity to inspect the warehouse 
and its equipment, inspect, measure or take inventories of grain stored therein, 
and examine the stock records, receipt books, insurance policies, and other docu 
ments pertaining to such grain. 

13. Upon the request of Commodity or the owner of the grain, the warehouse 
man shall furnish a sample thereof, agreed by the warehouseman and the owner 
of the grain to be a representative sample. 


grain 
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14. Commodity shall cause to be paid, with respect to the grain owned by Com 
modity, upon the presentation of a proper invoice, all accrued charges at the ap- 
plicable rates specified in the Schedule of Rates attached hereto, as of June 30, 
September 30, December 31, and March 31, of each year (unless the Warehouse re- 
ceipts are surrendered prior to any such date, in which case payments shall be 
made as of such surrender date), and Commodity shall cause to be paid with re- 
spect to the grain in the possession of, byt not owned by Commodity, or in the 
possession of any lending agency in connection with any loan made or made 
available by Commodity, upen presentation of a proper invoice to the holder of 
the warehouse receipts representing such grain, all accrued charges at the appli- 
cable rates specified in the Schedule of Rates, as of the applicable renewal date of 
this agreement, provided, however, that at the option of Commodity, a semi- 
annual payment of warehouse charges not to exceed one-half of the annual 
storage rate, plus receiving charges for the grain which has been in store for 
at least six months after the annual renewal date of the agreement, may be made 
for the grain in the possession of, but not owned by Commodity, or in the pos- 
session of any lending agency, in connection with a loan or made available by 
Commodity. ’ 

15. The Director of the Grain Branch, Production and Marketing Administra- 
tion, the Directors of the Chicago, Kansas City, Minneapolis, and Portland of 
fices of said Grain Branch, or the duly authorized representatives of any of such 
officials, or any other duly authorized representative of Commodity, may act for 
and on behalf of Commodity in carrying out the provisions of this agreement. 

16. The warehouseman, at his own expense, shall take all necessary steps to 
keep all of the grain which is stored in the warehouse, whether commingled, spe- 
cially binned or otherwise stored so as to preserve its identity, from going out of 
condition, and shall condition any such grain which is out of condition or in dan- 
ger of becoming so, to the extent that the warehouse is equipped to do so, but, 
if after the exercise of such care in receiving, storing, and conditioning of such 
grain as a reasonably prudent owner thereof would exercise, deterioration can- 
not be prevented by conditioning, the warehouseman shall immediately notify 
Commodity of such fact, if the warehouse receipts held by Commodity are the 
oldest outstanding receipts representing the commingled grain which is out of 
condition or in danger of becoming so, or if such grain has been specially binned 
under this agreement, and shall dispose of, or care for, such grain at the expense 
of and in accordance with the directions of Commodity. 

17. In the case of identity-preserved or speciatly binned grain, or in the case of 
grain received for handling only, the warehouseman shall deliver the identical 
grain received, and shall be liable for shrinkage and for deficiencies in the quality 
of such grain only in the event such shrinkage or deficiency in quality results 
from his failure to use due care, or his failure to provide appropriate warehous- 
ing services: Provided, however, That if such grain is commingled with other 
grain, the warehouseman’s liability shall be as defined in section 11. Grain other 
than corn shall not be deemed to be specially binned or identity-preserved unless 
authorized by the owner of Commodity, and unless the warehouse receipts are 
plainly marked “specially binned” or “identity-preserved” with the bin number 
shown thereon. 

18. ‘The warehouseman may store the grain, either in bulk or, when customary, 
in sacks, but unless the holder of the warehouse receipts directs loading out in 
sacks, the warehouseman shall load out such grain in bulk. 

19. Except as otherwise directed by Commodity, the warehouseman shall hold 
and, subject to the provisions of this section, may use any freight bill or transit 
tonnage slip which comes into the warehouseman’s possession, in connection with 
such grain. Immediately upon receipt of such freight bill transit tonnage slip, 
the warehouseman shall furnish to the holder of the warehouse receipt or Com 
modity, in the form prescribed by it, a statement showing the original shipping 
point, date and number of waybill, date and number of the freight bill, the name or 
the carrier, the transit weight, the rate paid in and the amount collected, and the 
unused transit privileges, and the warehouseman shall, in accordance with the 
carrier's tariff and rules of the carrier’s agent, record in his own name each such 
freight bill or transit tonnage slip evidencing transit privileges and take all steps 
necessary to assure the shipper such transit privileges. Subject to the provisions 
of section 8 and 17, the warehouseman, in connection with the sale, transfer, or 
loading out of any of such grain, may substitute for grain shipped under any such 
freight bill or transit tonnage slip in aecordance with the request of Commodity 
or the owner of the grain, other grain and freight bills or transit tonnage slips of 
value equal, and transit privileges comparable, to those described in the statement 
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furnished to Commodity or the holder of the warehouse receipt. The warehouse- 
man and the holder of the warehouse receipt shall adjust any difference in value 
due to such exchange. If the warehouseman and the holder of any wirehouse re 
ceipt representing such grain agree, the warehouseman and such holder may ex 
change the grain and billing received for a quantity of grain which has not been 
shipped by rail, equivalent in value to the grain and billing received. 

20. In the event the warehouse receipts are transferred to any person not en- 
titled to the benefits of this agreement, there shall be affixed to such warehouse 
receipts, prior to such transfer, a statement of unpaid charges which accrued 
under this agreement, or a statement showing the period for which the rates 
provided for herein are applicable, and the warehouseman shall not charge for 
services rendered during that period an amount in excess of that computed in 
accordance with any such statement. 

21. The period for which the Schedule of Rates shall apply shall begin with 
the date on which each lot of grain is stored in the warehouse, or the date on 
which each lot of grain stored in the warehouse becomes subject to the terms 
of this agreement, whichever is later, and shall end one year later, and subsequent 
periods for each such lot of grain shall be annual, except that the first period for 
all grain, except soybeans and corn, which on any applicable renewal date of this 
agreement is in the possession of, but not owned by, Commodity or in the posses 
sion of a lending agency, in connection with a loan made or made available by 
Commodity, shall end with such renewal date, and subsequent periods shall be 
annual. The first period for soybeans in the possession of, but not owned by, 
Commodity or in the possession of any lending agency, in connection with a loan 
made or made available by Commodity, shall end September 50 following the 
date the soybeans were stored, and the first period for corn in the possession of, 
but not owned by, Commodity or in the possession of any lending agency in con 
nection with a loan made or made available by Commodity, shall end October 31 
following the date the corn was stored, and subsequent periods for each such lot 
of soybeans and corn shall be annual. Any period for which the Schedule of 
Rates applies shall, in any event, end (1) upon transfer of the warehouse receipts 
to anyone not entitled to the benefits of this agreement, on the date of such trans- 
fer, and (2) in the case of shipment by Commodity, upon the date specified in the 
shipping instructions to the warehouseman, unless a delay in shipment is occa- 
sioned by circumstances beyond the warehouseman’s control, then on the date 
of shipment, but in no event earlier than the date on which the warehouse re 
ceipts are surrendered. 

22. The weights and grades of all grain received into the warehouse shall be 
the official weights and grades at the point of storage, if official weights and 
grades can be determined at that point, otherwise the weights and grades shall 
be determined by the best available means at the point of storage, and, upon the 
request of the owner of the grain, the grades shall be determined by the grading 
aboratory maintained under the supervision of the State Field Offices of the 
Production and Marketing Administration of the State where the warehouse 
s located, or any grading laboratory qualified to issue official grade certificates 
m the basis of sample taken by a licensed sampler, or a sample which the owner 
ind warehouseman agree to be representative, except that in no event shall 
unofticial weights and grades prevail over official weights and grades subsequently 
determined. 

23. Any agency of the United States under the general supervision of the 
Secretary of Agriculture shall be entitled to the services and facilities of the 
warehouseman with respect to grain owned by or in the possession of such agency 
unon the same terms and conditions as set out in this agreement with respect 
to grain owned by or in the possession of Commodity. 

24. For the purpose of this agreement, the following terms shall be construed 
to mean, respectively, 

(a) Grain—Wheat, Corn, Rye, Barley, Grain Sorghums, Soybeans, Flaxseed, 
and any other grain or farm products customarily handled in warehouses in the 
sume manner as grain. 

(b) Receiving—Receiving and unloading from cars, boats, barges, trucks, or 
other conveyances, and elevating into, bulking cutting-in, or piling in the ware 


house. 
(c) Conditioning—Reelevating, screening, blowing, cooling, resacking, repail 
of sacks, fumigating, or such other operations as may be necessary to preserve 
e class, grade, and quality of the grain. 


(d) Loading out—Loading out, including cutting and emptying sacks, and 
wharfage from the warehouse into cars, boats, barges, trucks, or other con 


yeyvances, 
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(e) Official grades—Graides established by an inspector licensed under the 
United States Grain Standards Act in accordance with the Official Grain Stand- 
ards of the United States in effect at the time the grades were established. 

(f) Official weights—Weights established by a licensed weighmaster, or one 
whose weight certificates are recognized by common carriers as Official in the 
payment of railroad claims for losses in transit. 

25. And at the time of such termination there is stored in the warehouse grain 
which has not been stored for the complete period used in computing charges, 
the storage charges with respect to such grain, whether paid or not, shall be 
adjusted to the storage charges for such entire period in proportion to the part 
of such period during which such grain was stored. 

26. The terms of this agreement shall prevail over the written or printed terms 
of the warehouse receipts representing the grain, and this agreement shall super 
sede any existing Uniform Grain Storage Agreement between the warehouseman 
and the Secretary of Agriculture, as of the last annual renewal date of such 
agreement, except that charges for services performed under any such prior 
agreement shall be paid in accordance with the terms of such prior agreement, 
and the storage charges under this agreement shall not begin to accrue until the 
expiration of any free time to which the holder of any warehouse receipt is 
entitled under the terms of any such prior agreement. 

27. The warehouseman shall not make any charge for any service not covered 
by this agreement unless such service is performed upon the prior authorization 
of Commodity, except that Commodity shall reimburse the warehouseman for 
payment made by him of usual charges for services required in connection with 
the loading out of grain for Commodity. 

28. In the event of the failure of the warehouseman to load out any grain in 
accordance with the terms of this agreement, time being of the essence of this 
provision, Commodity shall have the right, unless such failure is excused by law. 
to terminate this agreement, and, in the event either of the parties hereto shal! 
default in the performance of any other provision herein, the other party, if 
such default is not cured within fifteen (15) days after a written notice is mailed 
to the party in default, shall have the right to terminate this agreement without 
thereby being deprived of any claim for damages on account of such default. 

29. This agreement, or any claims arising hereunder, shall not be assigned in 
whole or in part. No convict labor shall be employed in carrying out any provi- 
sions of this agreement. No Member of, or Delegate to Congress, or any Resi- 
dent Commissioner, shall be admitted to any share or part of this agreement or 
to any benefit to arise therefrom, except that this provision shall not be con- 
strued to extend to their interest in any incorporated company, if the agreement 
be for the general benefit of such corporation or company. 

30. The warehouseman, in the performance of this agreement, shall not dis- 
criminate against any employee or applicant for employment because of race, 
creed, color, or national origin, and shall include a similar provision in all sub- 
contracts entered into in connection with the provisions of this agreement. 

31. The warehouseman shall have fulfilled his obligation to notify Commodity 
as required in this agreement only if such notice is served in writing on the Direc 
tor, Field Office, Grain Branch, Production and Marketing Administration, in the 
area in which the warehouse is located. 

32. This agreement shall be executed by the signature of the warehouseman 
and of a duly authorized representative of Commodity. 

COMMODITY CREDIT CORPORATION, 
By W. R. WALTON, 
MIDWEST STORAGE AND REALTY, INc. 


Attest: 
DAN M. NEE. 
By A. H. Myers, President. 


(CCC FORM H-—2 (4-26-49) ) 
SCHEDULE OF RATES 
1949 SuPPLEMENT TO UNIFORM GRAIN STORAGE AGREEMENT No. T-44-2-—CCC-3099 


All grain to be fully insured at Warehouseman’s Expense 
(All changes on Bushel Basis) 


Subject to the provisions of Section 26 of the Uniform Grain Storage Agreement, 
this supplement shall become effective as of the 1949 annual renewal date of the 
above-numbered agreement and supersedes all previous SCHEDULE Or RaTEs as 


of such date. 
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Area II—Colorado, Illinois, lowa, Kansas, Missouri, Nebraska, Wyoming, 
Wisconsin except Superior 


GRAIN RECEIVED BY TRUCK 


Receiving, 
insuring, Storing, insuring, conditioning and al] other 


. sondition charges after the first 10 days for the period | Loading 
Com y . : . ays 4 g 
ommodit} ing and indicated. No charges for remainder of annual out 

storing for period 


first 10 days 


Cents Cent 
Corn 4 200 days, 420 cent per day ly 
Barley 5 do by 
Oats 3 200 days, 425 cent per day bo 
Flax 642 90 days at 4is—next 110 days at }go cent 34% 
Wheat and all other grains 6% 215 days, “eo cent per day hg 

GRAIN RECEIVED BY RAIL OR WATER? 

Storing, insuring, conditioning and all other i Aint 
Commodity Receiving charges for the period indicated. No charge aacas 

for remainder of annual period out 

fl nia Cent 
Corn 1'2) 200 days, 420 cent per day 4 
Bariey 14% do =a 4 
Oats 1% 200 days, ‘es cent per day setewwels “4 
F lax 2 90 days at ! next 110 days at 4oo0 cent_........ 3% 
Wheat and all other grains 142 215 days, }oo cent per day ett ee ae ‘aq 





! Flax stored “identity preserved”’ under option 2—storage for 200 days at 4eo cent per day 

? Includes all expenses incident to loading, coopering, and lining cars 

+ Shall not include owned grain delivered to terminals for handling only or limited storage if commodity 
gives advance notice of such deliveries and requests negotiated rates, 


Add customary port authority or mandatory charges where grain is received 
at port locations. 

With respect to soybeans and flax the warehouseman shall have the following 
options: (1) To store or not to store soybeans and/or flax. (2) If stored, he 
may store such soybeans and/or flax in special bins, identity preserved instead 
of commingled with other lots or flax or soybeans. (3) If stored in special bins, 
he may issue either negotiable or nonnegotiable warehouse receipts; Provided, 
however, that options 2 or 3 shall be available only with respect to soybeans 
and/or flax covered by official inbound weights and grade certificates, and shall 
apply only to soybeans and/or flax owned by Commodity Credit Corporation, and 
not to soybeans and/or flax while in loan or purchase agreement status. 

The above rates shall expire on the 1950 annual renewal date of the uniform 
grain-storage agreement. 

Section 3 of the uniform grain-storage agreement is hereby amended by in- 
serting after “later” and preceding “becomes,” in line 5 thereof, the following 

is delivered to Commodity under a purchase agreement of.” 
CoMMODITY CREDIT CORPORATION. 
By W. R. WALTON. 

Accepted Sept. 15, 1949. 

Mipwest StToraGe Rearry, INc., 
By A. H. Myers, Pres. 


SUPPLEMENT TO THE UNIFORM GRAIN-STORAGE AGREEMENT 


1. This supplemental agreement, made and entered into this 19th day of 
September, 1949, by and between Commodity Credit Corporation, hereinafter 
referred to as “Commodity,” and Midwest Storage & Realty, Inc., with principal 
place of business as Kansas City, Mo., hereinafter referred to as the “Ware- 
houseman” ; 

Witnesseth : 

2. Whereas the Warehouseman has made available temporary or emergency 


warehouse facilities at Camp Crowder, Newton County, Mo., described in his 
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application for approval dated September 15, 1949, a copy of which is attached 
hereto and by reference made a part hereof, which warehouse facilities do not 
conform to the average requirements of Commodity under the provisions of 
the uniform grain-storage agreement; and 

3. Whereas the Warehouseman desires said warehouse facilities be approved 
under the uniform grain-storage agreement, as emergency facilities for the 
storage of eligible grain; 

4. Now, therefore, in consideration of the premises contained herein the 
parties hereby convenant and agree as follows: 

5. The grain, as defined in said uniform grain-storage agreement, when stored 
in said warehouse facilities, shall be subject to all the provisions of said 
agreement ; 

6. The Warehouseman agrees to provide facilities for the storage of a minimum 
of six million (6,000,000) bushels of grain and Commodity agrees to store with 
the Warehouseman a minimum of two million (2,000,000) bushels of grain for 
a period sufficient to permit the Warehouseman to earn a minimum of at least 
one (1) year’s storage. It is understood, however, that this responsibility regard 
ing the minimum earnings is subject to the provisions of paragraphs 25 and 28 
of the uniform grain-storage agreement. 

7. The warehouse receipts to be issued by the Warehouseman to Commodity in 
accordance with the provisions of paragraph 6 of the agreement shall be marked 
*“nonnegotiable.” 

8. The Warehouseman shall assume no switching charges for the handling of 
grain by the railroad in and out of Camp Crowder. 

9. The Warehouseman agrees to have the grain checked at reasonable intervals 
by a recognized official grain inspector and report such findings to Commodity 
Credit Corporation, it being understood that such report of findings does not 
in any way alter the responsibility of Warehouseman as provided for under the 
Uniform Grain Storage Agreement. 

10. With respect to the emergency grain storage facilities described herein, this 
agreement shall terminate 15 months from date of execution, or December 19, 
1950, unless sooner terminated in accordance with paragraph 28 of the Uniform 
Grain Storage Agreement. 

11. The Warehouseman agrees to provide a performance bond in amount of 


$200,000 upon the execution of said contract and to increase said bond from 
time to time if and when additional grain storage is allotted to said Warehouse- 


man. 

12. The Warehouseman has the facilities for and can provide for the unloading 
of up to eighty (SO) railroad cars per day if the amount of grain allotted for 
storage at Camp Crowder warrants providing of such facilities. 

13. The warehouse facilities of the Warehouseman at Camp Crowder, Mo., on 
the main line of the Kansas City Southern Railroad Co. which serve the camp 
and the buildings to be used by this Warehouseman in performance of this con- 
tract with adequate switch tracks. 

14. The Warehouseman proposes to use the truck scales now installed at Camp 
Crowder after said scales have been officially tested and approved by the Mis- 
souri Grain Warehouse Department and said grain warehouse department agrees 
to maintain an official weigh master at all times, and to issue official weight 
certificates for each car. Copy of letter to this effect is submitted herewith. 

15. Warehouseman agrees to maintain a Missouri State grain inspector at the 
Warehouse when necessary. 

16. All items of the Uniform Grain Storage Agreement, Form CCC H, Revised 
6-146, are acceptable, except as provided in this Supplement to the Uniform 
Grain Storage Agreement. 

17. Where grain is loaded from cars directly to the building at Camp Crowder, 
the Warehouseman will accept shipper’s weights. 

1S. Warehouseman agrees to indemnify and save Commodity harmless from 
any loss which may result in the event the weights at Camp Crowder on the 
grain received are not recognized as official by any person or firm so dealing with 
Commodity. All grain loaded out, and on which Commodity desires official 
inspection made, the warehouseman agrees to have Missouri State licensed in- 
spector available to make such official inspections and to issue official certificate 
therefor. .  Warehouseman agrees in the event Missouri State official weights are 
not furnished when grain is loaded, then destination weights will apply. 
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In witness whereof the parties hereto have subscribed their names this 19th 
day of September, 1949. 
CoMMODITY CREDIT CORPORATION, 
By (Sgd.) W. R. Watton. 
MipwEst STorace anp Reatiry, INc., 
By (Sed.) A. H. Myer, President. 


Attest: 
( Sed.) DAN M. NEE. Secretary 


In presence of: 

(Sed.) JOHN STARK 

Mr. Correr. How long was that grain stored there? Do you have 
the dates ? 

Mr. Cowan. Yes, sir. 

Mr. Correr. Give them to us. 

Mr. Cowan. I can give them to you. 

Mr. Correr. Would the records of youl oflice reflect the dates? 

Mr. Cowan. They will reflect the exact dates. 

Mr. Correr. Can you find them without too much delay ? 

Mr. Cowan. Yes, sir. 

Senator Hoey. Might I ask a question at this stage or would you 
rather not have questions asked ? 

The CuarrmMan. Well 

Senator Anprerson. Should not the very first question be, When 
did this negotiation start’ He hasn't got a word of that in yet. 

Mr. Correr. I wanted to get into the facts with respect to the con- 
tract, and then take up policy. 

Senator Anperson. It is not a question of policy. When did the 
negotiations start ? 

Senator Kem. That is a question of facts. I want to get the facts 
at the start. 

Mr. Correr. My idea was to get into the nub of the contract first. 
and find what was done, and then take up all that relates to bonds and 
financial statements and so forth. That is the way we have it set 
up. Now we can— 

Mr. Cowan. I don’t work with these details, but I have them here 
and will get them for you. 

The CHAIRMAN, Is there anybody in the room here W ho could ASSIST 
you! Have you got anybody you could eall to sit next to you ¢ 

Mr. Cowan. Unloading started on October 24, 1949, and the out 
shipment was complete] May 23, 1951, about 20 months later. 

Mr. Correr. And there was slightly in excess of 2 million bushels ? 

Mr. Cowan. Yes, sir. 

Mr. Correr. When was the storage terminated ? 

Mr. Cowan. All the corn was shipped out by May 25, 1951. 

Mr. Correr. What was the aggregate amount that was paid Midwest 
for storage and other services which they performed : 

Mr. Cowan. I have that exactly here. It is $382.201.11. 

Mr. CorTrer. And what did they store for that what ty pe of orain / 

Mr. Cowan. Corn. 

Mr. Correr. And do you have the breakdown as to what was 
storage and what was loading? Do you have that quickly? 

Mr. Cowan. I don’t have it exactly, but it was 114 cents per bushel 
for receiving and unloading the corn and three-fourths of a cent for 
loading it out at the end of the storage period. The storage charge is 
one-twentieth of a cent per bushel per month for the first 200 days, 
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with the balance of the year on free time, and storage starts again at 
that rate. A breakdown would be very easy to get, but I don’t have 
it right now. 

Senator Anperson. For the record may we note that figure does not 
check with the General Accounting Office audit figure. 

Mr. Correr. The figures as to the amount of grain or the figures he 
supplies ? 

Senator ANnperson. The figure he supplied as income does not 
check with the General Accounting Office audit of January 25, 1952. 
But go ahead. 

Mr. Cowan. I have Federal Reserve bank vouchers to support my 
figures. I don’t know where the discrepancy is, I am sure. 

Mr. Correr. Mr. Cowan, in any of those payments that you made to 
Midwest were there any payments for anything other than you have 
indicated as loading fees and storage charges under the uniform grain- 
storage contract ? 

Mr. Cowan. No, sir. 

Mr. Correr. What was the situation with respect to settlements for 
discrepancies in quantity and quality at the time that the grain was 
loaded out ? 

Mr. Cowan. The Midwest was charged on each car that graded 
either 4, 5, or sample, with the market difference between the value 
of the grade of the receipts and the grade that was shipped out. 
However, the corn for the most part graded up well when it was 
delivered back to us. 

Mr. Correr. How was that discrepancy or shortage in quantity or 
quality taken care of? 

Mr. Cowan. By deducting from their 

Mr. Correr. Storage payments ? 

Mr. Cowan. Storage payments, or by a final settlement. 

Mr. Correr. Mr. Cowan, were you in on the original negotiations 
for this Midwest contract ? 

Mr. Cowan. Yes. I don’t know whether I was the first one in 
the office, but I was among the first. Mr. Walton and I both sat in 
on a number of earlier conversations. 

Mr. Correr. Whom did you talk to first with respect to this 
contract ¢ 

Mr. Cowan. I believe Mr. Myers first called me on the phone re- 
garding the whole storage situation. 

Mr. Correr. What was the general purport of that conversation ’ 

Mr. Cowan. Whether or not we needed storage and what type of 
grain we needed to store. 

Mr. Correr. Did you know Mr. Myers at that time ? 

Mr. Cowan. I knew him only very casually. I don’t think I had 
ever met him, but I had talked to him on the phone. He had a grain 
business in Kansas City. 

Mr. Correr. Did you know any of the other principals of this 
corporation ¢ 

Mr. Cowan. I knew John Stark. He had been engaged a long 
time in the grain business in Kansas City. 

Mr. Correr. Mr. Myers was the first one that contacted you ? 

Mr. Cowan. I believe that is right. 

Mr. Correr. Can you indicate about when this was? 

Mr. Cowan. I imagine it was late in August. 
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Mr. Correr. What was the extent of your negotiations other than 
his inquiry at that time ? 

Mr. Cowan. Nothing at all, except that I told him we were looking 
for anyone that had storage, from any group that had the experience, 
and we thought could handle grain no matter where it was. That 
was general information available to everybody in the trade. 

Mr. Correr. Did you hear the letter which Senator Williams read 
into the record earlier this morning ? 

Mr. Cowan. Yes. 

Mr. Correr. And was supposed to be dated August 24, 1949? 

Mr. Cowan. Yes, sir. 

Mr. Correr. Do you recall receiving that letter ? 

Mr. Cowan. I don’t recall receiving it specifically, but I did receive 
it, no doubt. 

Mr. Correr. Did Mr. Myers indicate they could get space at Camp 
Crowder ¢ 

Mr. Cowan. He indicated they had space they could obtain or had 
obtained. I don’t think at that time I understood whether or not 
the space was contracted for. As I recall, they had not been renting 
the properties prior to the time they discussed with us their possible 
use for emergency storage. 

Mr. Correr. In your search for emergency facilities, had you can- 
vassed the possibilities of storing grain at Camp Crowder ¢ 

Mr. Cowan. I don’t believe so. 

Mr. Correr. Were you working with the employees of the War As- 
sets in any way in developing storage facilities ¢ 

Mr. Cowan. I cannot recall that I had any contact with War Assets 
at that time. 

Mr. Correr. Mr. Chairman, we have Mr. Walton here and I wonder 
if he could step up and be sworn and get the picture altogether. 

The CHarrman. Mr. Walton, will you step forward? Raise your 
right hand. Do you solemnly swear to tell the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. Warton. I do. 


TESTIMONY OF WOODROW R. WALTON, VICE PRESIDENT AND 
MANAGER, ROCK ISLAND GRAIN CO., FORT WORTH, TEX. 


The Cuamman. Give your full name for the record. 

Mr. Wauroxr. Woodrow R. Walton. 

Mr. Correr. Mr. Walton, were you director of the PMA Commodity 
affice at Kansas City some time in the past ¢ 

Mr. Warton. Yes: I was. 

Mr. Correr. During what period ? 

Mr. Warton. December 1, 1948, until approximately April 1, 1950. 

Mr. Correr. You are no longer with the Department ? 

Mr. Warton. That is right. 

Mr. Correr. We might ask you if there was—— 

Senator ANperson. Identify what he does do now. 

Mr. Correr. Yes; where do you work now ¢ 

Mr. Watron. Vice president and general manager of Rock Island 
Grain Co. in Fort Worth, Tex. 

Mr. Correr. Did you depart from the Agriculture Department 
voluntarily ? 
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Mr. Warton. Yes, sir. 

Senator ANprerson. Rock Island Grain Co. ? 

Mr. Wauton. Yes, sir. 

Senator ANperson. Is that a warehousing firm ¢ 

Mr. Warton. It is a grain company, yes. 

Mr. Correr. Did you or your office make any concerted effort under 
the policies or directives or on your own initiative to obtain emergency 
facilities during this time ¢ 

Mr. Watton. Yes, I did. It was December when I took my position 
there. 

Mr. Correr. December °48? 

Mr. Warton. Yes. We were confronted with a very large loan 
program that would liquidate in April of 1949, and we immediately 
started our plans to develop storage space and anticipate generally 
how many bushels of various grains we might take over in view of the 
downward trend in our economy after the war. It developed that we 
had numerous calls from Governors encouraging us to utilize to the 
maximum, all storage facilities that might be available, whether they 
were temporary Government buildings or whether they might be old 
obsolete buildings that might be reconditioned and put in storage or 
put in use. We then made a survey of all the grain trade to see how 
much they might have available. 

Senator Kem. Mr. Chairman, before we hear from Mr. Walton, 
should we not be given an opportunity to examine Mr. Cowan 

The CHatrMan. He wants to connect—— 

Mr. Correr. I felt we would save time if we would elicit the main 
testimony from Mr. Cowan, but there would be certain policy matters 
that Mr. Walton could bring out. [ am just giving him a chance to 
give a little background, and then Mr. Cowan will do most of the 
testifying and introduce most of the records, but we will have Mr. 
Walton here on the same subject to finish it off if there is any question. 

Mr. Watton. Following our program to increase this storage ca- 
pacity and meet this large loan program, we encouraged, I encour- 
aged my men in the office and other employees every time they talked 
to an elevator man to point out that we would probably need storage, 
and if they did not have an agreement with us, to execute an agree- 
ment. 

On that point, in executing our uniform storage agreement there 
is no obligation on the part of the warehouseman to take in grain 
lor us. 

As we pay out nothing it just gives us an idea of who would meet 
then with the terms, so we encouarged those agreements to be executed 
well in advance of any movement of grain. 

Mr. Correr. Did anybody tell you you were under any prohibition 
from storing grain in Government facilities that might be available; 
that you might have to store in a private warehouse instead 2 

Mr. Watton. I would like for you to restate your question. 

Mr. Correr. Did you have instructions from Washington, or else- 
where, that it was not permissible for you to store grain in Govern- 
ment facilities, such as Camp Crowder directly, but that you had to 
store it through a private warehouseman, and under the uniform grain 
storage contract ¢ 

Mr. Watton. It was my understanding that wherever practicable 
we should utilize the services of commercial concerns in storing our 
grain. 
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Mr. Correr. Did you feel that the Midwest contract was a feasible 
and practical situation ? 

Mr. Warton. Yes, I did. 

Mr. Correr. Did you have any doubt about it ? 

Mr. Watton. No. 

Senator ANperson. Could we have an answer to your previous ques- 
tion to him as to re ain he had any instructions from Washington 
about not using Government facilities? 

Mr. Correr. Did you have instructions? 

Mr. Wauron. No, not that I know of. Our policy I operated on 
was wherever practical to utilize the facilities of the commercial trade. 

Mr. Correr. Mr. Cowan, do you have any contrary knowledge on 
that‘ Do you recall any instructions from Washington to the 
effect —— 

Mr. Cowan. No: I do not have any other knowledge, except the 
policy of Mr. Walton, which he has indicated. 

Mr. Correr. Mr. Cowan, do you feel you were the first person who 
negotiated with the principals of Midwest for the storage contract ? 

Mr. Cowan. No. I might have received the first telephone call, 
but Iam sure Mr. Walton was present the first time anyone came over 
for a conference. 

Senator Kem. Mr. Chairman, I want to object to the course of this 
examination. I think it is improper to go from one witness to another 
without giving members of the committee an opportunity to examine 
witnesses on their testimony. 

The CHarrMan. Senator Kem—— 

Senator Kem. The Senator has said that we want to proceed orderly. 
I agree that we should. It seems to me the best course of action is to 
call a witness and examine him, and then give the members of the 
committee an opportunity to cross-examine him, and then call another 
witness. Now we have two witnesses there, and the examiner goes 
from one witness to another, it is very confusing tome. I cannot help 
but think it is confusing to the other members of the committee. 

The CHarrman. Well, certainly, as it is on the same subject, both 
will be here, and personally I believe—— 

Senator Kem. Then shall we have an opportunity to cross-examine 
after every question / 

The Cuarrman. Well— 

Senator Kem. The customary and usual course of procedure is to 
call a witness and then to give an opportunity of cross-examination. 

Mr. Correr. Mr. Chairman, I have no objection—— 

The Cuarrman. I have nothing to do with the working out of this 
plan. Mr. Cotter, our investigator, has set it up. 

Senator Kem. I want to move, Mr. Chairman, that we proceed in 
the usual and customary way—that is, that we call a witness, that he 
be examined by our counsel on direct, and then an opportunity be 
given to the members of the committee who wish to do so, to cross- 
examine that witness, and we then proceed to call another witness. 

Tue CHairMAN. Senator, as chairman of this committee last year, 
I conducted hearings here when we had four witnesses aft the same 
time from whom we were trying to get the facts. The opportunity 
is given here to establish certain facts which are on the same subject. 
If the two men are here, you certainly can question both of them, or 
either of them, at your convenience. 
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Senator Kem. I do not know what the other members of the com 
mittee think, but I personally think it would be more orderly, more 
satisfactory, to examine one witness and then cross-examine him. 

Mr. Correr. Mr. Chairman, I have no objection to that. I am only 
doing this to save a little time, and I am only doing it with respect to 
this general background testimony. But in deference to Senator 
Kem’s wishes, I think perhaps we should take just one witness at a 
time. 

The Cuamman. All right, proceed, Mr. Cotter. 

Mr. Correr. Mr. Cowan, as you were the employee at the time the 
contract was negotiated 

Senator Munpr. Speak a little louder, please. It is very hard 
to hear. 

Mr. Correr. As Mr. Cowan was employee at the Department of 
Agriculture at the time the contract was negotiated, and is still ther: 
and has the records, we will address most of our questions, or all of 
our questions, to you, first. 

Turning for a moment to this policy that you had, you state there 
were no instructions from Washington which would prohibit you or 
inhibit you from storing grain directly at Camp Chovaler or any other 
Government facilities ? 

Mr. Cowan. I do not believe there was any prohibition of it, sir. 

Mr. Correr. And was it a matter of personal judgment with the 
Kansas City Commodity office that you chose to enter into negotia 
tions and execute a contract with a newly formed corporation for stor 
age in a Government facility? 

Mr. Cowan. Your question is not quite clear. 

Mr. Correr. Read the question. 

(The question was read by the reporter.) 

Mr. Cowan. We did not consider that we were dealing in this case 
with anyone without adequate and long experience. 

Mr. Correr. Did you think Mr. Meyers had long and adequate ex 
perience in this field ? 

Mr. Cowan. No, sir: I did not know that he had in the storing of 
grain. However, it was my understanding he did have elevators, one 
in Missouri, and an interest in another one at some other point. 

When they first discussed it with me, I asked when they said “we,” 
who “we” was, and the indication was that Mr. Stark, who had had 
long experience in handling bulk grains under all types of conditions, 
and had equipment having been engaged in the salvage business where 
elevators had had fires or explosions would be connected with the 
company. 

I didn’t know John Stark well personally, but,I knew he had been 
in that business for years and it seemed to me he had an excellent 
background for the handling of tremendous quantities of grain in a 
short time. 

I do not see how it would have been possible for us to have operated 
Camp Crowder on short notice. 

We had no one who had the know-how. We would not have had the 
equipment, and it was an emergency situation that, in our judgment, 
would not have warranted the heavy investment necessary for an 


emergency situation. 

So, as far as our office is concerned, sir. I don’t think we ever con- 
sidered it was feasible at all for us to operate facilities under that 
short notice. 
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We had to plan almost years in advance, or months in advance. 

Mr. Correr. When they said “we” had a corporation, or were going 
to form a corporation, did you inquire what the situation was‘ 

Mr. Cowan. No; I don’t believe that I inquired any further than I 
have indicated. 

Mr. Correr. Did you not take part in the negotiations that resulted 
in the execution of this contract ¢ 

Mr. Cowan. I was in on the preliminary negotiations. I think the 
main negotiations after they came over to really discuss the details 
were conducted principally by Mr. Walton. 

Mr. Correr. Well, you do have regular procedures for approving 
warehousing for storage under the uniform grain storage contract, 
do you not ¢ 

Mr. Cowan. Yes, sir. 

Mr. Correr. Briefly, what are those requirements in approving a 
warehouse ¢ 

Mr. Cowan. When a warehouseman inquires we furnish him an 
application—— 

Mr. Correr. The warehouseman furnishes an application ¢ 

Mr. Cowan. We furnish an application form to him, and he fills 
it out. 

Mr. Correr. They execute it? 

Mr. Cowan. They execute it, describing their facilities and thei 
equipment, 

Mr. Correr. And the amount of space that they have available? 

Mr. Cowan. That is right, and also the number of cars per day 
they think they can unload and load. 

Mr. Correr. Do they submit a financial statement ? 

Mr. Cowan. Yes; it is customary to submit a financial statement 
or be able to put up a substantial bond. 

Mr. Correr. What were the instructions and policies in effect at that 
time with respect to the submission of financial statements, and the 
type of bonds that were required in these emergency storage facilities ‘ 

Mr. Cowan. I believe in flat storage our standard was 10 cents a 
bushel times the capacity to be stored. 

Mr. Correr. What was your requirement in the—— 

Senator Anperson. I don’t think we are getting answers here at 
all. That does not answer the question. Ten cents a bushel means 
what the bond was to be, but that does not answer the question about 
financial statements. 

Mr. Corrrer. They are tied in together, certainly, and I am going 
to develop that. 

Senator ANperson. All right. 

Mr. Correr. Read the answer. 

(The reporter read as follows:) 

I believe in flat storage our standard was 10 cents a bushel times the capacity 
to be stored. 

Senator Anperson. And read the question preceding that. 

(The reporter read as follows:) 

What were the instructions and policies in effect at that time with respect 
to the submission of financial statements, and the type of bonds that were re 
quired in these emergency storage facilities? 

Mr. Cowan. It was the custom to have a financial statement sub- 
mitted with the application. 
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Mr. Correr. Was a financial statement submitted on this occasion ? 

Mr. Cowan. I find it wasn’t. I did not know that until two or 
three months ago when this thing came up, that there was no financia! 
statement filed. 

Mr. Correr. Whose responsibility would it be to see there was a 
financial statement filed ¢ 

Mr. Cowan. I presume it would be a number of people’s respon- 
sibility. Ordinarily the approval group would have checked those 
things. 

Mr. Correr. Who is the approval group ? 

Mr. Cowan. Mr. Hall and Miss Parsons, who are here, were in 
that group. 

Mr. Cotter. Would not the management have anything to do with 
the final checking of such an approval ? 

Mr. Cowan. In the ordinary course of the average elevator that 
probably would not come to the management’s attention, but in these 
larger facilities and emergency facilities, even though I think they 
would have certainly ordinarily have been called to the attention of 
some supervisor. 

Mr. Correr. Were you dealing with these principals of Midwest 
on such a basis of friendship you felt you could ignore the usual 
policy? 

Mr. Cowan. No. I did not have a close acquaintance or a feeling 
of friendship. It was an emergency, and Mr. Stark and Mr. Myers, 
were very substantial people. We didn’t doubt but what they could 
furnish satisfactory financial statements. 

However, I did not know the financial statement was not on file 
until recently. 

Senator Kem. You mention Myers and Stark personally. How 
about the Midwest Co.? That is what you were dealing with, was 
it not? 

Mr. Cowan. Yes. 

Senator Kem. Mr. Myers and Mr. Stark didn’t guarantee their 
contract ¢ 

Mr. Cowan. At the time they were the only men that I knew. I 
did not at that time know who the eventual members of the entire 
company would be. 

Senator Kem. So you couldn’t use that as an excuse for not calling 
for a financial statement ? 

Mr. Cowan. No; I don’t claim to, Senator. In fact, I didn’t know 
it wasn’t there. 

Senator Anperson. You did say they had adequate and long ex- 
perience, and you said the government didn’t have any equipment. 
How much equipment did Mr. Myers have for turning grain and 
fumigating ? 

Mr. Cowan. I was told that Mr. Stark had equipment. 

Senator Anperson. You said the government didn’t have it, so you 
made contact with these people. How much equipment did they have / 
How much equipment did Mr. Myers have ? 

Mr. Cowan. I do not know. 

Senator ANperson. How much did Mr. Easley have? 

Mr. Cowan. Mr. Stark 

Senator Anprerson. Let me take them one by one, if I may. Did 
Mr. Myers have any that you knew of ? 
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Mr. Cowan. No, I don’t believe so. 

Senator ANperson. Did Mr. Easley have any that you knew of ? 

Mr. Cowan, I didn’t know him at that time. 

Senator ANperson. Did Mr. Nee have any that you knew of ? 

Mr. Cowan. I knew Mr. Nee only as the attorney. 

Senator ANDrerson. Did Mr. Stark have any you knew of ? 

Mr. Cowan. Yes. 

Senator ANpeRson. Fumigating and turning grain equipment ? 

Mr. Cowan. I understood he had a large amount of machinery, be- 
cause he was going out over the country on his salvage operations. 

Senator ANperson. Where did he have that machinery / 

Mr. Cowan. Various places, so far as ] know. 

Senator ANpERson. Was any he had put into this place / 

Mr. Cowan. I think it was. They could answer that. 

Senator ANperson. How much did Mr. Edwards have? 

Mr. Cowan. I don’t know. I don’t know Mr. Edwards. 

Senator Anperson. You never talked to Mr. Stark / 

Mr. Cowan. Yes; I talked to Mr. Stark in the office there when they 
were discussing the whole thing, and it was my understanding that 
some of his machinery would be utilized in the operation to unload 
grain. 

Senator ANnperson. And he had experience in the handling of 
grain / 

Mr. Cowan. Mr. Stark had had long experience in the handling of 
grain under every condition. 

Senator ANDI RSON, Where cid he have experience ? 

Mr. Cowan. As I understand it, with the Mid-Continent Grain Co. 
for years, and then as John Stark Co. he salvages grain all over the 
country, and uses his equipment where the elevator legs are out, and 
he has to devise other means of handling grain and handling it rapidly. 

Senator ANprerson. So he was the only person in the group that 
had that? 

Mr. COwAN. I think | believed they could do this tremendous emel 
gency job for us, largely because of Mr. Stark’s long experience and 
ability and because of the equipment he had. 

Senator ANprersoN. When you say “tremendous emergency job,” it 
amounted to 2,000,000 bushels. How much did the Kansas City branch 
handle over the period ¢ 

Mr. Cowan. What I mean—— 

Senator ANDERSON. Can't you answer the question ? 

Mr. Cowan. What is your question ¢ 

Senator ANpEeRsoN. How much did the Kansas City branch handle 
how many millions of bushels? 

Mr. Cowan. | Suppose 150 or 180 million bushels of all kinds of 
grain. 

Senator Anperson. And this was 2,000,000 bushels? 

Mr. Cowan. But 2,000,000 bushels was an awfully good thing to 
have to come into storage al the time, sir, when we were pressed with 
that emergency. 

The Cuatrman. Mr. Cowan, you stated a while ago that you furnish 
each warehouseman with an application. Did you do that in this 
case ¢ 


Mr. Cowan. Yes, sir. 
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The Cuarrman. If so, will you present that application so we can 
have what representations were made to you by the Midwest, or with 
whoever you finally made the contract? 

Senator Kem. I would get also, Mr. Chairman, the original letter 
written by Mr. Myers to the Commodity Credit Corporation. 

Mr. Cowan. That is part of our permanent file. 

The Cuarrman. What was the date of the application ? 

Mr. Cowan. They made another one, a second contract, of course. 

Senator Anperson. Can we see the first one? 

Mr. Cowan. Yes. There are three of them in here. 

Senator Kem. Mr. Chairman, why not take it up chronologically— 
get the letter Mr. Myers wrote to the Commodity Credit first / 

The Cuatrman., It is already ip the record, Senator, and the witness 
udmits that such a letter was received by him. 

Senator Kem. It has not been produced. 

The Cuarrman. Senator Williams put it in. 

Senator Anperson. The witness did not admit that. 

Senator Kem. We want to get the schedule attached to the letter. 

The CHarrmMan. Do you have that letter with you, Mr. Cowan, the 
letter that Senator Williams has placed in the record ? 

Mr. Cowan. I believe so. 

Senator Munpr. Dated August 24? 

The CHatrrman. August 24. 

Mr. Cowan. I have seen the letter in the files here. 

The CHamman. You admit, though, that the copy Senator Wil- 
liams 

Mr. Cowan. I don’t think there is any doubt about it. 

The Caamman. And that is the letter? 

Mr. Cowan. I am sure the office received it, but it probably went 
to the approval unit because it was an offer of storage space. 

The Cuatrman. Do you recall having received the letter ? 

Mr. Cowan. I don’t recall it. 

The Cuatrman. Do you recall having read it ? 

Mr. Cowan. I recall having read it since this situation came up 
because we have reviewed these files, and I don’t doubt it was received. 

The CuarrMan. Do you have the letter with you ¢ 

Mr. Cowan. We havea copy. 

Senator Kem. Is the schedule attached to it? 

Mr. Cowan. No, sir; the schedule is not attached to it, and I don’t 
recall seeing the schedule until it came in on the lease. 

Senator Kem. The schedule referred to in the letter has been taken 
from the letter? 

Mr. Cowan. I don’t know. 

Senator Kem. Will you produce the original letter, and then let’s 
see what is attached on it, if anything? 

Mr. Cowan. It isthe first thing in the file here, sir. 

Senator Anperson. What is attached to it? 

Mr. Cowan. There is nothing attached to it. 

Senator Anperson. Who took the schedule from it ? 

Mr. Cowan. I have no idea whether there was a schedule on it. 

Senator Kem. The letter says the schedule is attached to it, 
doesn’t it ? 

Senator Munor (reading) : 

We are attaching hereto a schedule of available buildings. 
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Senator Anperson. Do you have any idea who issued the instruc- 
tions to take the schedule off it ? 

Mr. Cowan. No, I don’t believe there were any instructions issued 
to take it off, Senator. 

Senator ANperson. Well, it is not there, is it ? 

Mr. Cowan. It may have been a copy of the lease. The buildings 
are listed in a copy of the lease. 

Senator ANDERSON. You mean you possibly took the schedule they 
supplied you and put it on the lease ? 

The CuarrMan. No, the lease itself. 

Mr. Cowan. The lease itself has them in. 

Senator Kem. But where is the schedule that was attached to the 
original letter? The one from Mr. Myers to the corporation ? 

Mr. Cowan. I do not know, sir. I did not see these files until 
recently. 

Senator ANperson. Who has charge of the file in the office ¢ 

Mr. Cowan. Mr. Hall and Miss Parsons. 

Senator Anperson. Is there any notation there showing it was taken 
off / 

Mr. Cowan. Nothing on those notations. No, sir; nothing that 
refers to that in any manner. 

Senator ANperson. It did not just evaporate. 

Mr. Cowan. But I wouldn’t know whether it was included or not, 
Senator. 

Senator Anperson. Well, if it was not included, wouldn’t some- 
body have noted “no schedule arrived”? 

Mr. Cowan. I don’t know whether the absence of the schedule would 
be questioned or not. 

The Cuarrman. What difference would it make, whether it is pro- 
duced now or not, if you admit that the description in this schedule 
is the same as that which appears in the lease ? 

Mr. Cowan. I don’t know of any reason. 

The Cuarrman. It is definitely Camp Crowder. 

Senator Kem. He hasn’t admitted that. He says he doesn’t know. 

The Cuarmrman. Senator, it dealt with Camp Crowder and the lease 
dealt with Camp Crowder. 

Senator Kem. Don’t you think it would be a relevant, material fact 
if in August Mr. Myers knew the exact buildings he was going to get 
on September 15? 

The Cuarrman. I do not see what difference that would make. I 
just cannot follow you. 

Senator Anperson. It would show he was dealing with a person 
who had charge of War Assets, and had a commitment from him long 
before he ever entered into negotiations with the Government and 
knew what buildings he could get. 

The CHarrman. It may be with War Assets, but we are now deal- 
ing with the Department of Agriculture. 

Senator Kem. We are dealing with the whole picture, not parts of 
it in airtight departments. 

The Cuarrman. I understand. 

Senator Kem. We are trying to find out the facts. We are after 
the truth. 

The Cuamman. Well, that is what I am after. I assure the Sena- 
tor of that. 
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Senator Munpr. May I ask Mr. Cowan this question‘ In the let- 
ter of August 24 addressed to you, again its says, “With further regard 
to our conversation.” You have had previous conversations with, had 
you not f 

Mr. Cowan. Lam sure I had telephone conversations. 

Senator Munpr. Do you recall that conversation / 

Mr. Cowan. No, sir; I can’t recall that conversation which took 
place over 2 years ago. 

Senator Munpr. Was it your understanding from the letter of 
August 24, Mr. Myers was writing about Camp Crowder ? 

Mr. Cowan. Yes, sir. 

Senator Munpr. Is that your understanding ‘ 

Mr. Cowan. It was my understanding they could make space avail- 
able, and I would have said to any man over the telephone, “Give us 
a letter.” 

Senator Munpr. To the best of your knowledge, the schedule he 
refers to in the letter would be a schedule of the buildings including 
the ¢ ‘amp Crowder facilities ? 

Mr. Cowan. Lamsorry,sir. I didn’t get that question. 

Senator Munpr. You said to the best of your knowledge the sched- 
ules to which he refers in the letter would be a schedule including the 
facilities at Camp Crowder? 

Mr. Cowan. That is the only space I recall they ever talked to us 
about. 

The Cuarrman. That is the point I was trying to make a while ago. 

Senator Kem. Were those the same facilities ultimately leased to 
the Government ? 

Mr. Cowan. Sir? 

Senator Kem. Were they the same facilities that were ultimately 
used for storage ? 

Mr. Cowan. They must have been. Mr. Harris already had the 
buildings on the tracks. There wasn’t anything left but the barracks 
and a few other buildings. 

Senator ANperson. Did you store in the barracks, then? 

Mr. Cowan. Senator, barracks, as well as a few other buildings, 
like a laundry building, and an old theater building. 

Senator Kem. Is this the first negotiation you had with Mr. Harris 
that you recall ¢ 

Mr. Cowan. Yes, sir. 

Senator Kem. And Mr. Harris—— 

The Cuatrman. You mean Mr. Myers? 

Mr. Cowan. Mr. Myers, pardon me. 

Senator Kem. Mr. Myers knew at that time he was going to be able 
to use these buildings at Camp Crowder: is that right? 

Mr. Cowan. I assumed that was it when he wrote that he had space 
available, sir. 

Senator Anperson. Can we have those applications now ? 

Mr. Correr. We have the photostats here. 

The Cuarrman. Take these. These sre photostats. 

Senator Anperson. Are there three of them ? 

The Cuatrman. What is the date of that item? 

Mr. Cowan. We had another contract, the second year. 

Mr. Correr. The supplemental and the renewal. 
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Senator ANperson. This is the first one? 

Mr. Correr. This is the second. 

Mr. Cowan. I think both are there. I don’t think there is any 
difference. 

Senator Anperson. This is no first and second. This is the first one 

Senator Kem. Is that application—— 

Mr. Cowan. It shows the space. 

Senator Kem. Is that the original application made ?¢ 

Mr. Cowan. What is the date on that, sir? 

Senator ANDERSON. September 25, 1949, 

\ir. Cowan. Yes, that would he the first one. 

Senator Kem. What was the date of your contract? September 19. 
How could this be the o1 ae al application ¢ 

The CHatrrmMan. Here is one dated August 10, 1950. 

Mr. Correr. That is the date. 

Mr. Cowan. A year later, when we renewed the contract. 

senator Ke M.. Where is the origina! one you had at the time you 
entered into the lease ? 

Mr. Cowan. That must be it. 

Senator Anpgerson. It is dated Septe piber 23. 

Mr. Correr. If I might clear the record, it is approved Septem- 
ber 23. 

Senator Kem. What is the date filed: 

Mr. Correr. The execution date is September 14. 

Senator Anperson. Is that 14 or 19% Nineteen you would say, 
would you not ? 

The Cuarrmman. Mr. Cotter, have you all of the applications under 
contracts that were entered into available for the record ? 

Mr. Correr. I do. 

The CHAIRMAN. Suppose you start from the first application ‘and 
give us the date of that, and whether or not the files show that there 
was a contract entered into pursuant to the application. 

(The documents referred to face this page. ) 

Mr. Correr. Mr. Cowan, I show you this application executed Sep- 
tember 14, 1949, does that appear to be the application on which the 
contract was based ? 

Mr. Cowan. I think it was. 

Mr. Correr. Will vou keep it a minute? 

Mr. Cowan. Yes. | 

Mr. Correr. Will you notice what capacity Midwest indicated it 
could store ? 

Mr. Cowan. Yes, I see. It is 5 million bushels. 

Mr. Correr. Going back to your instructions or your policies with 
respect to approving warehouses, what would be the normal bond on 
a warehouse with that capacity? You said you had a standard of 
il percent. 

Mr. Cowan. Yes. On these flat storage places where many times 
you cannot tell what they might call capacity, it was the practice to 
require a bond on about the amount that was going to be stored in, and 
then we increased it if it got beyond that point. 

Senator Kem. Did you not just testify your instructions were to get 
a bond of 10 cents a bushel times capacity to be stored ¢ 

Mr. Cowan. Yes. 
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Senator Kem. Does not the contract say that Commodity guarantee 
2,000,000 bushels, and Midwest agrees to furnish capacity fo 
6.000.000 ? 

Mr. Cowan. Yes, that is right. 

Senator Kem. Under the formula you mentioned, should not the 
bond have been $600,000, 10 cents times the capacity ¢ 

Mr. Cowan. That was not the practice on these flat storage places, 
sir. 

Senator Kem. Wasn't the practice also that when there was a lack 
of financial responsibility on the part of the party with whom you 
were contracting, that you required an additional bond, a deficiency 
bond ¢ 

Mr. Cowan. Yes, sir. 

Senator Kem. Did you require one in this case ¢ 

Mr. Cowan. No, sir. I didn’t know a financial statement was not 
filed. 

Senator Kem. We are talking about the bond. Did you require the 
additional bond ? 

Mr. Cowan. If we didn’t look at the financial statement, there 
would be nothing to base whether the 200,000 was adequate or not. 

Senator Kem. So you didn’t know whether the company had a fi- 
nancial responsibility or not, so you just didn’t require any bond ¢ 

Mr. Cowan. I think in that emergency, we were safe with the 
$200,000 bond. 

‘Senator Anperson. Was there such a firm as the Midwest Storage 
at the date on which you accepted their application ? 

Mr. Cowan. I can’t answer that, Senator. 

Senator Anperson. Well, they show in their application where you 
say, “If not now operating, state reason,” the answer is “Presently 
organized.” What did that mean to you? 

Mr. Cowan. I don’t think we in the director’s office went into that in 
detail. 

Senator Anperson. Well, you got an application upon which you 
want a bond of $200,000, which is a lot of money, and when they 
asked the name of the owner, it said, “Midwest Storage & Realty, Inc.” 
The next question is: “If not now operating, state reason”: and the 
reason they give is “Presently organized.” What did that signify to 
you’ Did it mean anything? 

Mr. Cowan. I thought these men were organizing, or had organized 
a company to handle this bulk storage. 

Senator Anperson. This shows the signature of the secretary of 
the company, shews the formation of a corporation, and the seal. It 
must have been organized then. 

Mr. Cowan. I would think so, sir. 

Senator Anperson. Then you had every reason to expect they would 
have a financial statement, did you not? 

Mr. Cowan. Yes, sir. 

Senator ANperson. Well, the boys at Dallas got what I would mildly 
call “concerted Hell,” because the manager did not go down to every 
person all the way down the office and see that every loading order 
was issued. 

: Therefore, whose fault was it there was not a financial statement 
there ¢ 
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Mr. Cowan. It might have been several people’s fault under the 
pressure of the grain being thrown at us, sir. 1 am perfectly willing 
to take the responsibility, regardless of the fact that 1 don’t think that 
is was my fault. 

Senator Anperson. Who is in charge of the office ? 

Mr. Cowan. Mr. Walton was the director. I was the assistant 
director. 

Senator ANperson. Was anybody in charge of checking to see 
whether these applications were in proper form ? 

Mr. Cowan. That was done by the approval unit. But these emer- 
gency storage applications came to myself or Mr. Walton. 

Senator ANveRSON. The lease that they acquired was dated Septem- 
ber 14, 1949, was it not? 

Mr. Cowan. I believe that is right. 

The CuHairman. Mr. Cowan, I notice that the application was dated 
September 14, 1949, and in the upper right-hand corner there is a place 
where it says “Approved September 23, 1949.” That evidently desig- 
nates the time that your people approved it. 

Mr. Cowan. | believe so. 

The Cuarrman. A while ago you stated that Stark or somebody 
else had equipment, or you thought they had, and I notice here that 
there is question No. 9 on operating equipment. [Reading :] 

Number of scales, receiving: None. 
Number of scales, shipping: None. 
Number of legs, receiving: None. 
Number of legs, shipping: None. 
Number of legs, marine: None. 
Number of cleaners: None. 

Drier, kind: None. 

According to this, as I read this application on the Midwest—— 

Mr. Cowan. There would have been none of that kind of equipment 
at an Army camp installation, sir. A leg would be a regular elevator 
leg built in the elevator. 

The Cuarman. When you stated a while ago there was equipment, 
what did you mean ¢ 

Mr. Cowan. I meant—— 

The CHarrmMan. What kind of equipment ? 

Mr. Cowan. Portable equipment such as belts to load or unload 
cars, trucks, and screw conveyors of all kinds to move bulk grain not 
in regular elevator operation. 

The Cuarrman. Will you check on this application and tell us where 
it is indicated that this company did have such equipment on hand 
| handing document | ? 

Mr. Cowan. It does not indicate that they did have any of that 
equipment. 

The Cuatrman. What prompted you, then, to take it for granted 
that this equipment would be made available ¢ 

Mr. Cowan. Because I think in the discussions in the office with 
these men and Mr. Walton that they had indicated that equipment was 
available. 

The Cuamman. Did you have any member of your office check 
whether or not there was equipment at this time, or was there any 
check later ? 


Mr. Cowan. No. 
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The Cuarman. Did you try to find out why it was that the equip- 
ment necessary was not described in this application ? 

Mr. Cowan. No, I didn’t personally see this application. 

The Cuarmman. Can you tell us whether or not this company 
bought any equipment, or leased it from Mr. Stark? Just exactly 
how was the equipment acquired that was needed to put this plant in 
operation ¢ 

Mr. Cowen. Later, when we went down there, there was a large 
amount of equipment there, and I didn’t inquire at that time how it 
was acquired. When they were unloading 50 to 60 cars a day and 
putting the grain in storage, it didn’t make any difference whether 
they hired or borrowed of Stark, or owned it or what. 

The Cuairman. Are we to understand then you agreed to enter 
into this contract because of the experience that you knew Mr. Stark 
had ? 

Mr. Cowan. That is right, sir. 

The Cuarrman. That is what prompted you to do it? 

Mr. Cowan. That is, and the fact that storage was sorely needed. 

Senator Tuye. Mr. Chairman, the witness has not stated he had 
ever seen any of this equipment prior to the time he approved this 
contract. It must have been upon the basis of either friendship or 
a verbal agreement, and there was nothing indicated in the contract 
or the lease that would indicate there is equipment that would handle 
the grain once they entered into the contract. 

The Cuamman. That is what I am trying to point out. 

Senator Ture. There is nothing so far proved. 

The Cuamman. The application is silent on that. 

Senator Ture. The application is silent, the testimony is silent and 
has been silent. It is apparent they have had some mutual under- 
standing or agreement. 

Mr. Correr. Mr. Cowan, how would it be possible to approve that 
application on the 23d when your contract was executed on the 29th? 

Mr. Cowan. I believe the people working in our Warehouse Ap- 
proval Unit can give you better information on the dates. As I 
understand it, the actual date doesn’t mean that this 

Senator Anperson. Wait a minute. Do you mean that? Here is 
a man given a contract and his application is not approved. Do you 
think the date does not mean anything ? 

Mr. Cowan. I wouldn’t think in this emergency that the exact date 
they completed the application was too important. 

Senator Anpverson. The emergency was not so bad in 1949; you 
could not wait and look at the application before you signed a man’s 
contract. 

Mr. Cowan. I wouldn't say that, but it was pretty bad. 

Senator Kem. I notice in the GAO report of August 31, 1950, that— 
undated handwritten memorandum in Commodity Credit contract file from Mr. 
Cowan to Mr. Walton reads: “Walton: Since we already have Harris working 
Crowder and since grain will not transit from there except to Gulf, I don’t know 
about another 5,000,000 at Crowder in flat storage” — 
and three question marks follow. Do you recall writing that 
memorandum ? 

Mr. Cowan. I don’t, but I recall the question that was raised in 
my mind, Senator. 
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Senator Kem. You were questioning even whether you ought to take 
it on, were you not, at that time ? 

Mr. Cowan. We always try to weigh all the possibilities. We al- 
ready had Mr. Harris with grain moving in there. However, when 
we discussed it further and agreed that this corn was pressing us 
terrifically from Nebraska and northern Kansas that up to 2,000,000 
of storage capacity at least would be needed. 

Senator Toye. Mr. Chairman? 

Senator Anperson. Mr. Cowan—— 

The CHarrMan. Justaminute. One atatime. 

Senator Ture. You say corn moving in on you. This was Sep- 
tember 12, September 18 and up to Se ptember 25. 

Mr. Cowan. That is correct. 

Senator Ture. This is the year of 1949? 

Mr. Cowan. That is right. 

Senator Ture. Now what was this corn? Was it the corn crop of 
1949 ¢ 

Mr. Cowan. No. 

Senator Ture. What crop of corn are you referring to? 

Mr. Cowan. The 1948 corn that had been delivered to us in 
Nebraska and Kansas. The loans had matured in the summer, and 
we were trying to get those cribs-emptied for the next crop for the 
farmers’ crop. We never take the current crop of corn over, Senator. 
It has to go under loan and the loan matures and is delivered to us 
in satisfaction of loans. 

The Cuarrman. All of this corn was owned by the Government? 

Mr. Cowan. Owned by the Government—had been given to us all 
over the area by satisfaction of loans. 

Senator Kem. You yourself were questioning the advisability of 
taking on additional storage at Camp Crowder at this time, were 
you not? 

Mr. Cowan. Only to the extent that at Camp Crowder, Senator, 
if grain was needed to move into feed channels, it would not be 
advantageous because, in other words, it is more or less on its way 
to Gulf ports. So I did bring the question up for consideration as 
to whether or not that was feasible. But I certainly agreed with the 
decision that was reached for that amount, considering all the mil- 
lions of bushels we were trying to find a roof for, that it was the 
thing to do, and that we were safe in making a commitment of 
2,000,000 bushels. 

Senator Kem. You had time to give that phase of the matter some 
consideration ¢ 

Mr. Cowan. I think that is right. 

Senator Kem. Why didn’t you have time to examine this appli- 
cation and find out whether there was a financial statement and 
whether there was any equipment on hand ? 

Mr. Cowan. Senator, we do not check them in the director’s office, 
the applications do not go over our desk at all. 

Senator ANpErson. Why did you take them then? 

Mr. Cowan. They go directly to the approval unit. 

Senator ANpErRsOoN. What? 

Mr. Cowan. The mail room takes them directly to the approval 
unit. 
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Senator Kem. Don’t you sign the contracts? Did you not sign 
this contract ? 

Mr. Cowan. I signed a supplemental contract, but Mr. Walton 
signed the original. 

Senator Kem. Did you do it without having any information about 
the application being brought to your attention ? 

Mr. Cowan. This application I don’t believe is signed by any people 
in our office. 

Senator Kem. It isapproved. Whoapproved it ? 

Mr. Cowan. I have never approved one in my life. I have looked 
them over when there is a question on them on occasion, when they 
might bring up a question. 

Senator Kem. What does that stamp “Approved on September 
23” mean ? 

Mr. Cowan. It was finally completed and approved in the Approval 
Unit, I presume. 

Senator Kem. By whom? 

Mr. Cowan. Mrs. Parsons or Mr. Hall, whoever handled the work 
there. They are here. 

Senator Kem. Mrs. Parsons? 

Mr. Cowan. Mr. Hall isin charge and she works under him. 

Senator Kem. They are here? 

Mr. Cowan. That is right. 

Senator Kem. That approval was put on there by them ? 

Mr. Cowan. I believe that is correct. You can ask them whether 
it is. 

Senator Kem. Did you have the application before you when you 
signed the contract ? 

Mr. Cowan. No; we very rarely have. 

Senator Kem. Did you have any financial statement before you? 

Mr. Cowan. Apparently not, because there is none in the file. 

Senator Munpr. What would have happened, Mr. Cowan, if they 
marked the application “Disapproved” by virtue of the fact you 
already made the contract ? 

Mr. Cowan. Sir? 

Senator Munpr. What would have happened had they marked the 
application “Disapproved” by virtue of the fact that the contract 
had already been entered into ? 

Mr. Cowan. Probably wouldn’t be any corn. Execution of a con- 
tract does not particularly mean you are obligated, but if grain 
does move in 

Senator Anperson. Go right on with that—the execution of a 
contract doesn’t mean you are obligated. 

Mr. Cowan. For storage. The uniform grain storage agreement 
sets the storage rates. 

Senator ANperson. What does it mean? 

’ Mr. Cowan. It doesn’t mean we are obligated to put corn in the 
place. The supplemental agreement in these emergency cases governs 
our commitment to place a minimum a in storage. 

Senator Kem. Wasn’t the supplemental a part of the original 
contract ¢ 

Mr. Cowan. Yes, sir; it was made part of the original contract. 

Senator Kem. All one? 

Mr. Cowan. That is right. 
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Senator Kem. Executed at the same time? 

Mr. Cowan. Within a short time, the same day. 

Senator Anperson. What date was the contract issued ? 

Mr. Correr. September 19. 

Senator AnDerson. What day was the supplemental entered into? 
Mr. Correr. The same day. 

Mr. Cowan. The same day. 

Senator Anperson. Then it did mean something, did it not? Isn’t 
your answer a little bit evasive / 

Mr. Cowan. It wasn’t meant to be evasive. 

Senator Anperson. It does mean something, contract on which a 
$200,000 bond is filed. Does that not mean something? 

Mr. Cowan. If I said it didn’t mean anything, I didn’t intend 
to do so. 

Senator Munpr. You told me the contract didn’t mean anything. 

Mr. Cowan. I referred to the ordinary signing of an ordinary agree- 
ment without a supplemental. Hundreds of them are executed. 

Senator Munpr. We are talking about the instant case in which 
for some reason or other you guaranteed 2 million bushels. 

Mr. Cowan. That is right. Certainly it did with the supplemental 
mean something. 

Sénator Munpr. Then I return to my question: What would hav: 
happened in this particular case if the application had come bac’ 
marked “Disapproved” instead of “Approved” ? 

Mr. Cowan. We probably wouldn’t have had any grain moved 
in. 

Senator Munpr. Do you not have a forfeiture or something in that 
case where you make a contract ? 

Mr. Cowan. Forfeiture. You mean by the people? 

Senator Munpr. To the people who make a contract. 

Mr. Cowan. They might have had recourse under that particular 
contract if we hadn't moved in. I don’t know. 

Senator Munpr. I do not understand how it would work that way. 
I would think the approval of an application would mean the writing 
of a binding contract. 

Mr. Cowan. Well—— 

Senator Anperson. Do you not have instructions to that effect ? 

Mr. Cowan. There are general instructions. 

Senator ANperson. General or specific, do you not have instruc- 
tions to that effect ? 

Mr. Cowan. I would like to have Mrs. Parsons answer that. 

Senator Anperson. You are the man. We tried to get other people 
with reference to the Dallas amounts, and we had to ask Latham 
White because he was manager. 

Mr. Cowan. There are general instructions, I believe, that indicate 
there should be a 

Senator Anperson. Does it only indicate or instruct ? 

Mr. Cowan. Sir, I haven’t that in front of me. 

Senator ANDerson. Have you been negotiating all of these without 
knowing what the instructions were ? 

Senator Munpr. Can you tell me what conceivable good an appli- 
cation is going to be that is made after the contract is entered into? 

Mr. Cowan. I doubt it was made after the contract had been signed. 

Senator Munpr. It looks like a waste of money in printing the ap- 
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plication blanks. You are throwing away money printing the appli- 
cation blanks if you are going to submit them after the contracts 
have been made. 

Mr. Cowan. They are considered, sir, and many times they are sent 
back for additional information. 

Senator Anperson. On the back of this contract would be either 
19 or 14. I read 19. I don’t know why you read the 14th. It 
could be either, I grant you. 

If made the 19th, it would have been made after the contract, would 
it not? I want you to look at it (handing document to chairman). 
Tt can be either one. 

Senator Kem. Are these instructions written or oral? 

Mr. Cowan. I believe they are general instructions from Washing- 
ton. ¥ 

Senator Kem. Do you have any written instructions? 

Mr. Cowan. I don’t have them with me. Mrs. Parsons may have 
them with her in her file. 

Senator Kem. Didn’t you bring them with you? 

Mr. Cowan. No, sir. 

Senator Kem. Didn’t you consider the instructions under which 
you are acting relevant and material part of the investigation ? 

Mr. Cowan. I brought everything I had any idea we would want. 

Senator Kem. Can you get those? 

Mr. Cowan. I am sure I can. 

Senator Kem. Will you undertake to get them and produce them ? 

Mr. Cowan. Surely. 

Mr. Correr. Are you familiar with instructions with respect to 
approval of warehouses dated June 14, 1949, which is signed, “William 
McArthur,” who is Deputy Director of the Grain Branch in Wash- 
ington ? 

Mr. Cowan. I am; yes, sir. I can’t repeat them, but I am familiar 
with them generally. 

Senator ANprerson. Don’t they require you to do certain things? 

Mr. Cowan. You mean to commit to memory, Senator? 

Senator Anperson. I don’t say commit to memory. You are only 
handling $250 million worth of grain, $300 million worth of grain. 
Do you not handle that with regard to the instructions you receive? 

Mr. Cowan. Yes, sir; to the best of my ability. 

Senator Anperson. Now he will tell you what is in the instructions. 

Mr. Correr. With respect to the requirement on bonds, Mr. Cowan, 
I refer to page 3. At the top of the page it relates to this emergency 
type storage, and the instruction is that— 

The minimum amount of bonds shall be at the rate of 10 cents per bushel for the 
maximum of bushels of grain that can be stored in such a warehouse. 

Now the application indicated that they could store 6 million. I 
am not quite satisfied with your explanation as to why the bond was 
not written on the basis of 6 million bushels when you waived the 
financial statement. 

Mr. Cowan. I think we did not contemplate, or we did not have in 
mind that we would go any higher.than we had committed ourselves. 
Therefore, we did not feel it was—we had control of the amount going 
in, and I don’t think we felt we would put any 6 million in. But we 
did need the space and would go at it and see how the whole thing 








STORAGE AND PROCESSING ACTIVITIES OF CCC 313 


worked. This was an emergency situation, and had we gone further we 
would have demanded additional bond. 

Mr. Correr. You did consider that in not making them sign a 
bond for more than 2 million bushels, but you did not have time to 
take up the financial statement. That is a little inconsistent, is it not? 

Mr. Cowan. I do not think it was a question of time. As far as I 
am concerned it was overlooked. I thought there was one in there. 

Mr. Correr. How could the financial statement be overlooked when 
you worked this bond which ties into it? The same instruction with 
respect to financial statements requires that a certified financial state- 
ment be furnished with each application, does it not 

Mr. Cowan. Yes, sir; I believe that is correct. 

Mr. Corrrr. I want to introduce this instruction of June 14 for 
the record. 

The CHarrMaN. Without objection, it is so ordered. 

(The document referred to is as follows:) 


Exurstt No. 19 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
GRAIN BRANCH, 
Washington, D. C., June 14, 1949. 


To: Directors of PMA Commodity Offices. 

From: Acting Director. 

Subject: Approval of Warehouses Under the Uniform Grain Storage Agreement, 
CCC Form H, and Agreement for Handling Grain Through Country 
Elevators, CCC Form J, and Supplemental Agreement for Temporary 
Storage 

The Directors of the PMA Commodity offices are authorized to approve ware- 
houses meeting the requirements of Commodity Credit Corporation and execute 
the Uniform Grain Storage Agreement, CCC Form H, and Agreement for Han- 
dling Grain Through Country Elevators, CCC Form J, and Supplemental Agree- 
ment for Temporary Storage. The following warehouses meeting the require- 
ments and the provisions contained in these agreements may be approved. 

(a) Warehouseman licensed under the United States Warehouse Act. 

(b) Licensed or unlicensed warehouses meeting the following financial and 
bond requirements. 

It is preferred that all warehousemen, prior to the approval, shall be licensed 
under the provisions of the United States Warehouse Act or under State acts. 
All warehousemen applying for approval under CCC Form H or the Supple- 
mental Agreement for warehouses not located on a railroad siding and without 
adequate handling facilities must meet the minimum financial and bonding 
requirements and issue negotiable insured warehouse receipts. Interior mills 
and country elevators receiving grain only by wagon or truck and with limited 
or no storage capacity except for the accumulation of one or more cars for 
prompt shipment may be approved under Form J with or without bond as deemed 
appropriate, taking into consideration the disclosed financial responsibility and 
integrity of the warehouseman. If bond is deemed necessary, the bond and 
financial requirements shall conform to those set out herein for warehouses ap- 
proved under CCC Form H. 

In approving warehouses, a separate application and agreement should be 
submitted for each elevator or warehouse, except that applications covering 
two or more elevators or warehouses under the same operation at one location 
may be covered by one warehouse agreement. Two copies of the application 
will be required, one of which should be attached to the original agreement 
and one copy to be forwarded to the Grain Branch, Washington, D. C. The 
warehouseman may retain a copy for his files. Forms H and J and the Supple- 
mental Agreement for Temporary Storage should be executed in duplicate, one 
copy to be retained by the PMA Commodity office and one copy delivered to the 
warehouseman. The agreements, CCC Forms H and J and Application CCC 
Grain Form 2, together with bond forms, should be distributed to PMA State 
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and county offices and to warehousemen within your area desiring approval. 

Directors of PMA Commodity offices should give careful consideration to 
information that may be furnished them by PMA State and county offices or 
other Government agencies before approving any warehouse. 

PMA Directors are requested to be guided entirely by State statutes in re- 
quiring signatures of witnesses or the seal, if a corporation, on all legal docu- 
ments. Any agreement executed by an agent or fiduciary must have attached 
thereto the original or certified copy of such authority. No agreement or sup- 
plement thereto shall be approved that contains any deletion of or addition to 
the printed matter contained therein. 


FINANCIAL REQUIREMENTS 


The determination of the financial responsibilities should be based on the 
certified statement submitted with the warehouseman’s application CCC Grain 
Form 2, and doubtful assets should be eliminated from consideration. 

The warehouseman operating a warehouse for which application for approval 
under CCC Form H has been made, shall have and maintain, above all exemp- 
tions and liabilities, net assets liable for the payment of any indebtedness aris- 
ing from the operation of the warehouses to the extent of at least 10 cents per 
bushel of its grain storage capacity, except that the amount of such assets shall 
not be less than $5,000 and need not be more than $100,000. (In lieu of such 
financial responsibilities, warehousemen shall be required to provide other valid 
guaranties in satisfactory form and amount.) 

In case such warehouseman has applied for approval of two or more ware- 
houses in the same State, the assets applicable to all of which shall be subject 
to the liabilities of each, such warehouses shall be deemed to be one warehouse 
for the purpose of the assets required under this section, and such warehouse- 
man shall have and maintain above all exemptions and liabilities, net assets 
adequately protected by insurance against loss or damage by fire, liable for 
the payment of any indebtedness arising from the conduct of any of such ware- 
houses, to the extent of at least 10 cents per bushel of their aggregate grain 
storage capacity, except that the amount of such assets need not be more than 
$100,000. 


For the purpose of determining such assets, capital stock, as such, shall not 
be considered a liability. A deficiency in assets may be supplied by an increase 
in the amount of the warehouseman’s bond equal to such deficiency. 


BOND REQUIREMENTS 


Exclusive of any amount which may be added by reason of deficiency in assets, 
the amount of bond required shall be fixed at the rate of 5 cents per bushel 
for the maximum number of bushels that the warehouse will accommodate when 
stored in the manner customary to the warehouse for which the bond is re- 
quired, as stated by the warehouseman, but not less than $2,000 for warehouses 
that will accommodate not to exceed 5,000 bushels; not less than $3,000 for ware- 
houses that will accommodate more than 5,000 bushels, but not in excess of 10,000 
bushels; not less than $4,000 for warehouses that will accommodate more than 
10,000 bushels, but not in excess of 15,000 bushels; but not less than $5,000 for 
warehouses that will accommodate in excess of 15,000 bushels, and need not in 
any event be more than $50,000, provided that for the warehousemen executing 
the Supplement to CCC Form H for Temporary Storage the minimum amount 
of bond shall be at the rate of 10 cents per bushel for the maximum number of 
bushels of grain that can be stored in such warehouse, the maximum need not 
exceed 30 cents per bushel of the capacity of such warehouse as determined 
by the Director, PMA Commodity office, and provided further in the case of 
warehousemen handling commodities other than grain, where only a portion 
of the warehouse capacity will be allocated for the storage of grain under the 
Uniform Grain Storage Agreement, such portion of the warehouse made avail- 
able, if meeting our requirements, may be approved by the Director, PMA 
Commodity Office, and bonds conforming to the foregoging shall run direct to 
Commodity Credit Corporation. 

In case of a deficiency in net assets, there shall be added to the amount of bond 
determined in accordance with the foregoing an amount equal to such deficiency. 

Bonds arranged by warehousemen under the United States Warehouse Act, the 
different State acts or as required by trade organizations; may be accepted in 
whole or in part, provided same are underwritten by a satisfactory corporate 
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surety authorized to do business and maintaining an office or agent within the 
State in which the warehouse is located and in amounts not less than as stated 
above. Such bonds covering approved warehouses may be issued to the State 
supervising authority or trade organization, provided the bond is for the benefit 
and protection of the holders of warehouse receipts representing grain stored by 
the warehouseman and the protection thereunder is substantially similar to the 
protection given under the bond Form H. Consideration may be given to the 
same bonding requirements covering all elevators or warehouses of one ware- 
houseman in the same State, as covered under the regulations of the Secretary 
of Agriculture issued pursuant to the United States Warehouse Act. The ap- 
proved bond form should be used to cover deficiency in assets, the Supplemental 
Agreement for Temporary Storage, and unlicensed warehousemen and must be 
underwritten only by satisfactory corporate sureties as described above. 


WAREHOUSE EQUIPMENT 


The information contained in the warehouseman’s application should be care- 
fully analyzed to determine if the warehouse is properly equipped for the satis- 
factory handling, grading, and storage of grain, i. e., that facilities are available 
for the weighing and establishing proper grades on grain being delivered in 
accordance with United States grain standards set out below, including the deter- 
mination of moisture content and that facilities are available for receiving, 
storing, turning, or handling grain to keep it in condition, and the delivery of 
grain in cars or otherwise for shipment. 

Official grades: 

1. Grain: Grades in accordance with the official grain standards of the 
United States determined by an inspector licensed under the United States 
Grain Standards Act; 

2. Beans, Peas, Rice: Grades in accordance with the United States standards 
determined by inspectors authorized or licensed under regulations of the 
Secretary (7 CFR, part 68) ; 

3. Seeds: Inspected for required factors of quality by inspectors authorized 

under regulations of the Secretary (7 CFR, part 68). 

Warehouses not properly insured or determined to be in poor condition or if 

not equipped to properly care for grain, should not be approved. 


GENERAL INSTRUCTIONS 


All copies of the agreements shall be numbered serially, a series of administra- 
tive numbers being maintained for each State, and shall contain a symbol indi- 
cating the office of the Corporation serving the area within which the warehouse 
is located. Each agreement shall contain identifying symbols and numbers in 
the following order. 

(1) The code numeral used by the Agricultural Adjustment Administration 
denoting the State within which the warehouse is located. 

(2) A code numeral to designate the office approving the agreement which 
shall be one of the following: 


1. Chicago office 5. San Francisco office 
2. Kansas City office 6. Dallas office 

3. Minneapolis office 7. Atlanta office 

4. Portland office 8. New York office 


(3) The symbol CCC denoting the Commodity Credit Corporation. 

(4) The serial number of the agreement. 

Ezvample: The first warehouse located in Illinois approved by the Chicago 
office would be numbered “33-1-CCC-1". (This does not contemplate renum- 
bering existing agreements. ) 

Lists of appreved warehouses arranged alphabetically by counties, and by 
towns within the county, and showing the name and post office of the ware- 
houseman, type of operation, capacity of the warehouse, and the railroad (ini- 
tials) on which the facility is located should be mimeographed from time to 
time and made available to the State PMA offices for distribution to county 
committees, lending agencies, etc. Mail 25 copies of each list to the Grain 
Branch, Washington, D. C. 

This supersedes all previous instructions regarding approval of warehouses. 

The address of the director of the Commodity office serving the area in which 
your warehouse is located is: Kansas City, Mo. 


Senator Anperson. Let me go—— 
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Mr. Cowan. May I add a note? 

Senator Kem. Will you identify that as your instructions under 
which you acted ? 

Mr. Cowan. I am sure that is correct, sir. 

Senator Anperson. Was it put in the record ? 

The Carman. It is in the record. 

Senator Anperson. You said you never contemplated going beyond 
2 million bushels. A minute ago Senator Kem read your own hand- 
written notation about 5 million bushels. 

Mr. Cowan. I think that was questioning: 

Senator Anperson. That is right. Therefore, there was some ques- 
tion about putting 5 million in. Therefore, the bond should have 
been $500,000. 

Senator Kem. I read that—— 

The Cuarrman. Order please. 

Senator Kem. (reading) : 

Walton. Since we already have Harris working Crowder and since grain 
will not transit from there except to Gulf, I don’t know about another 5 million 
at Crowder in flat storage. 

Then three question marks. 

The Cuarmman, That is correct. He does not know about it. That 
is right. 

Mr. Cowan. It is proof I did not think we should go that far. I 
thought 2 million enough to try out. 

Senator Anperson. Is there anything in the instruction that gives 
you discretion as to the size of the bond you should have, that you 
can cut the bond if you do not think you will put that much in the 
warehouse ¢ 

Mr. Cowan. I don’t know whether it is in the instruction. 

Senator Kem. Why did you put 6 million in the contract? 

The Cuarrman. The 6 million, as I understand, was in the appli- 
cation. 

Senator Kem. It is in the contract too. 

The Cuarman. When was 2’million finally agreed upon as the 
amount to be stored? Can you tell us that? 

Mr. Cowan. At the same time the contract was signed, the .supple- 
mental was signed the same date, wherein we agreed. 

The CuarrmMan. In the supplemental contract ? 

Mr. Cowan. In the supplemental contract? 

The CHarmman. Did you agree to take 2 million instead of the 6 
offered ? 

Mr. Cowan. That is right. 

The Cuamman. That is your explanation then? 

Mr. Cowan. Yes. 

Senator Anperson. Did you limit yourself to the 2 million? Did 
not the supplemental contract read 6 million? 

Mr. Cowan. No, sir. 

Senator Anperson. Get the contract. 

The Cuatrman. The application read 6 million and they offered a 
bond for $200,000. 

Senator Anperson. Let’s get the contract. He says he doesn’t. 
[Reading :] 

The warehouseman agrees to provide facilities for the storage of a minimum 
of 6 million bushels of grain. 
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Mr. Cowan. Look at the sixth section. 

Senator Anperson. Do you limit yourself? 

Mr. Cowan. We have the power to limit. We issue orders on all 
grain moved in. 

Senator Anperson. I asked if you limited yourself to 2 million 
and you said—— 

Mr. Cowan. No. 

Senator Anperson. You were not limited, were you? 

Mr. Cowan. Not limited to it. I said we determined on 2 million 
to go in and then we expected to see how the operation worked before 
storing additional grain there. 

Senator ANperRson. You were not limited to 2 million but had a 
wide open contract for 6 million bushels. The instructions said you 
should get a bond for $600,000, did they not ? 

Mr. Cowan. I don’t interpret it that way. 

Senator Anperson. You do not? 

Mr. Cowan. No. 

Senator Anperson. How do you interpret it? 

Mr. Cowan. Flat storage. If that was 6 million bushels grain 
elevator 

Senator Anperson. It specifically relates to flat storage. He just 
got through reading that to you. 

Mr. Cowan. That is right, but I am trying to make an explanation. 
May I? 

Senator Anperson. Yes. 

The Cuatrrman. Proceed, Mr. Cowan. 

Mr. Cowan. In flat storage in these emergencies where there were 
buildings that we might use or might not use, it seemed to me an en- 
tirely different situation than where there is 6 million bushel elevator 
and we know it is built for grain, know it can handle grain. Then 
certainly I agree. However, that would only be 5 cents a bushel 
rather than 10 in regular facilities. It is not my interpretation, and 
I am sorry if I have been wrong, where we knew we had the absolute 
control over the amount that would go in, that we were required 
to bond for any more than we planned at that time to put in, because 
certainly in other instances we have increased the bond if at that time 
we decided to put in an additional amount of grain. 

Senator Kem. Do vou not have control of the amount you put in 
a regular commercial elevator / 

Mr. Cowan. That is true. 

Senator Kem. You say in that case you base it on capacity. 

Mr. Cowan. This firm was storing no other grain except that which 
belonged to CCC. The other elevators have other erains commingled. 
We have no control over other space. We were the only, and they 
had agreed that this and no other erain was voing into this ware- 
house, so we had absolute control of the maximum amount that would 
be in there at any time and could have demanded a higher bond when- 
ever it reached beyond that point. 

Senator Kem. You could have demanded a higher bond anyway, 
could you not? 

Mr. Cowan. That is right. 

Mr. Correr. Were your bond instructions—— 

The Cuarrman. Gentlemen, the Sergeant at Arms has notified us 
to be present, and it is now 10 minutes of 1. Suppose we recess until 
2 o'clock. Without objection it is so ordered. 
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(Whereupon, at 12:50 p. m., the committee recessed to reconvene 
at 2 p. m., of this same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2:15 p. m. pursuant to the luncheon 
recess. ) 

The Cuarrman. The committee will come to order. 

Mr. Cotter. 


TESTIMONY OF JOHN C. COWAN, ASSISTANT DIRECTOR, PMA 
COMMODITY OFFICE, KANSAS CITY, MO.—Resumed 


Mr. Correr. Mr. Cowan, we were discussing this instruction with 
respect to approval of warehouses when we recessed, and I want to 
refer to another point of the instructions on page 3 of this memoran- 
dum of June 14, 1949, in which it is indicated that depending upon the 
deficiency in the financial statement that a bond up to 30 cents a bushel 
could be demanded and obtained from the warehouse man. 

Could you explain what thought processes went on with respect to 
the negotiation of this contract where you did not have any financial 
statement and you only charged a bond of 10 cents a bushel on the 
actual grain stored ? 

Mr. Cowan. No, sir. I have no other explanation than I have 
already given in that, since we had full eonteel over this house of the 
grain that went into it, no other loan grain could go into this house. 
A farmer can put loan grain in a xt) om elevator—and we can order 


grain in, and we might end up with having all of it.to take. This 


contract was written specifically to store our own grain and no loan 
grain, so that I think we felt, and Mr. Walton is right here who was 
the director at the time, and I would be glad for him to add what he 
can to it—that it was felt that this $200,000 bond was adequate. 

Mr. Correr. Did you look into the degree to which the principals of 
this new corporation were going to be re sponsible for its debts in the 
event there would be a total loss of that grain or a serious damage to 
it or a shortage ? 

Mr. Cowan. I do not think that thet was considered or discussed, 
to my knowledge. However, I am sure that we felt that these men 
were financially strong and dependable as to experience. And the 
emergency situation that we had with grain moving, that that part 
might have been overlooked to some extent. 

Senator Kem. May I at this point esk this, it did not make any 
difference about how financially strong the individuals were, if they 
were not personally responsible under the contract to the Midwest 
Storage & Realty Co., did it? 

Mr. Cowan. I presume not, Senator. After all, where they were 
forming a corporation, but we do, I think—maybe we should not, but 
we do still put quite a little stake, I think, in moral confidence. 

Senator Kem. Do you have discretion as assistant manager of the 
Kansas City office, of the Commodity Credit Corporation, when you 
will follow your written instructions and when you will not? 

Mr. Cowan. No, sir; I not think that would be true with the financial 
statement. I think this was a case where it was not made, as I told 
you—lI believe that I thought it was in there. 
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Senator Kem. Did you have authority as assistant manager to 
waive the requirement of a bond or the amount of the bond? 

Mr. Cowan. I was not the director at the time. The director is 
here. I would like to have him answer the policy matter, or help 
with it. 

Senator Kem. You might say as to your own knowledge. Do you 
know of any discretion in the Kansas City office to waive the written 
requirement as to the amount of the bond ¢ 

Mr. Cowan. No; I do not believe there is any written requirement, 
except 

Senator Kem. You just identified the written requirement. Do 
you know of any instructions ¢ 

Mr. Cowan. May I complete my original answer ! 

Senator Kem. All right, I am sorry, sir. 

Mr. Cowan. What I said was and tried to explain that in these 
flat-storage places where we had absolute control, we did not feel that 
we were ¢ utting across any written instructions or intent of any written 
instructions a en we only required a bond for the amount of grain 
that we knew we would put in at that time. We either stop shipping 
wr require another bond, because there was no way for a loan grain, 
over which we had no control, to enter that house. So I would like 
to make it clear that I do not consider—maybe Mr. Walton does—you 
can ask him that—we were going across the intent or the letter of the 
instructions in a case like this. 

Senator Kem. Did not the written instructions cover the flat storage 
as well as the regular commercial elevators? 

Mr. Cowan. I do not think when the original instructions were 
written, that they contemplated storage in anything like the wide- 
spread barracks in a place like Camp Crowder. 

Senator Kem. Did you receive any instructions from Washington 
to disregard the written instructions in a case of flat storage ¢ 

Mr. Cowan. I do not believe that we did, sir, to disregard any 
instructions. 

Senator Kem. If you were not going to store over 2,000,000 bushels, 
which was the amount that you agreed in the supplemental contract 
to store, why did you include in the supplemental contract the figure 
of 6,000,000 bushels as being the capacity ? 

Mr. Cowan. It was merely their offer to store, and there was no—— 

Senator Kem. Was not that understood,to be the capacity ? 

Mr. Cowan. It was, I believe it was understood that if we had need 
later for it they thought they would be able to get more. 

Senator Kem. If you were going to require a larger bond later, 
why did you not put that in the supple mental agr eement ? 

Mr. Cowan. I am not sure whether it is. 

Senator Kem. I ask you why it was not put in there. 

Mr. Cowan. In signing the contract, they agreed to furnish at any 
time such bonds as Commodity may require. That is part of the 
regular uniform contract. 

Senator Kem. I can not understand if you were dealing with a situa- 
tion which you contemplated the capacity was 6,000,000 bushels, why 
you did not make the bond conform to the provisions of the contract 
pursuant to your written instructions. 

Mr. Cowan. I believe we did conform with our instructions, because 
I think we considered in our opinion we were looking at the 2,000,000 
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bushels, regardless of what they might make available or how much 
they thought would go in all of the buildings. We were looking at 
the 2,000,000 bushels in the contract. In our opinion the require- 
ments were met, if we seen to it that it did not go over that in any 
manner. 

Senator Kem. If your superior authorities in Washington intended 
to have the instructions so construed, why did they send you in- 
structions telling you to get a bond of 10 cents per bushel times the 
capacity to be stored; and if you were going to construe them differ- 
ently, do you not think you should have cleared that with your 
superior officers in Washington ? 

Mr. Cowan. I would like to defer that to Mr. Walton who was 
my superior officer, if you do not mind. 

Senator Kem. Have you cleared it since? 

Mr. Cowan. Sir? 

Senator Kem. Have you cleared any instructions since ? 

Mr. Cowan. Later I became acting director for a short time, before 
the new director was named. We did not approve any flat storage 
during the time I was responsible, at any time that I was fully 
responsible. 

Senator Kem. As Director, are you still placing the flexible con- 
struction on your instructions to which you have testified here? 

Senator Cowan. I am not the Director now. Mr. Smith is the 
Director. 

Senator Kem. What are you now? 

Mr. Cowan. I am still Assistant Director. I have never been the 
Director. 

Senator Kem. As Assistant Director, do you place that flexible con- 
struction on your instructions? 

Mr. Cowan. Under the same situation that was in this case where 
we had absolute control over the amount to go in, I would consider 
that the same thing today would be perfectly applicable in this situa- 
tion. 

Senator Kem. Ina case in which you had no financial statement ? 

Mr. Cowan. No, I would not like to include that, sir, because I 
did not know the financial statement was not there. 

Senator Kem. It was your business to know something about the 
financial responsibility of your contractor at the time you fixed the 
bond—is that not the prinre consideration that you have in mind in 
fixing a bond? 

Mr. Cowan. It is. I have tried to say all along, Senator, that I do 
not know personally whether it was an oversight or not, at least, 
that this financial statement was not put in. I have told you re- 
peatedly that I did not know. 

Senator Kem. I do not want to seem harsh or discourteous. How 
could you pass on the bond, the matter of the bond intelligently, if 
you knew nothing about the financial responsibility of the company ? 

Mr. Cowan. Senator Kem, I do not think that I would sit down 

ersonally, that it did not come to my attention that we expected the 
Senile to be computed by the department that handles it, to see that 
the bonds were in the files and properly executed with proper signa- 
tures. I do not recall that I ever sat in a session where there was 
any discussion as to whether every piece of paper in the file was’ 
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there. We just do not have time to do that. I believe it was done, 
but why the bond, the financial statement was overlooked, I have 
no idea. 

Senator Kem. Your testimony is that you execute papers involving 
hundreds of thousands of dollars without having time to find out the 
financial responsibility of the persons with whom you are dealing? 

Mr. Cowan. That is not the extent of my testimony. 

Senator Kem. Just what is it? 

Mr. Cowan. I have no knowledge of why, unless it was an over- 
sight. I am sure that I did not hear it discussed. I had supposed 
that there was a satisfactory financial statement in the folder until 
recently when these investigations came up and we were checking it. 

Senator Kem. Did I correctly understand you to say that if a 
similar situation to this Midwest case would present itself again 
that you would act as you did? 

Mr. Cowan. Not in connection, if I knew, with the financial state- 
ment. I was speaking of the bonds, sir. I am sorry if you mis- 
understood me. 

Senator Kem. Is not the financial statement the prime point of in- 
formation when you fix the amount of bond ¢ 

Mr. Cowan. I should say that it is one of the prime bits of in- 
formation. 

Senator Kem. What would be more important than the financial 
responsibility of the person with whom you are contracting / 

Mr. Cowan. I think, probably, in this extreme pressure to get the 
grain, to get a home for this grain, when we found that they made 
the bond, I do not think, I doubt if Mr. Walton gave it any particular 
thought. We were on to the next place to try to get some grain in. 

That is all I can recall of 2 years ago, so far as trying to recall what 
happened. 

Senator Kem. You were not under such extreme pressure when you 
wrote this memorandum to Mr. Walton suggesting that perhaps you 
should not take on an additional 5,000,000 at Camp Crowder, were 
you! 

Mr. Cowan. No, it was never any question of excess of what was 
needed, but 5,000,000 bushels might have been in excess of what we 
should have had in Gulf position at Camp Crowder. 

Senator Kem. Needed at that point ! 

Mr. Cowan. And all other places. 

Senator Kem. Needed at Camp Crowder in view of the fact that 
you could only handle at Camp Crowder grain that had an ultimate 
destination at Gulf ports? 

Mr. Cowan. That is right. 

The Cuatrman. I would like to ask Mr. Cowan this question. I 
notice in the first application the applicant stated or asked for 
6,000,000 bushels, and in that same application he offered to supply a 
bond of $200,000. Has that any significance to you? What is the 
fact? Were you supposed to require 10 cents a bushel on the corn to 
be stored! It would indicate to me that the 2,000,000 bushel figure 
must have been agreed upon or talked about before this application 
was ever filed with you. 

Mr. Cowan. I do not know whether it was before it was ever filed. 
While talking about the details, we told them that we would not 
agree to store over 2,000,000 bushels at that time. 
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The Cuarrman. Was not the applicant cognizant of the fact that 
you required 10 cents a bushel for every bushel, the capacity that the 
10use was to hold? 

Mr. Cowan. I do not think when it was allowed that barracks 
buildings were going to be used—I was thinking that we were talking 
about a capacity of 2,000,000 that we were going to use, and not con- 
sidering various dozens of other buildings that they-might get later, 
if we wanted to use them. 

The Cuatmrman. Evidently, since they offered to supply a bond for 
$200,000 it must have been that you were talking about the 2,000,000 
limit. 

Mr. Cowan. I think that is, probably, true. 

The Cuarrman. And offered the $200,000 bond. 

Mr. Cowan. That is correct, sir. 

The Cuarrman. Mr. Cotter. 

Mr. Correr. Was there not an oral commitment to store this grain, 
if they could obtain that space before the contract was entered into / 

Mr. Cowan. Do you mean before the uniform agreement was 
signed ? 

Mr. Correr. That is right. 

Mr. Cowan. I think there was in almost every case where flat storage 
was utilized. 

Mr. Correr. Do you know who you had that oral commitment with, 
which principal ? 

Mr. Cowan. I do not recall, because there were two or three in the 
group. 

Mr. Correr. Did you have an oral agreement with them ? 

Mr. Cowan. I do not think it was an oral agreement. Since we had 
so much grain we, undoubtedly, indicated to them, and many others, 
in order to get space, that if space is available, and if you sign an 
agreement to handle this grain and be responsible, that we will deliver 
so much grain. Then when we sit down, of course, there is no com- 
mitment made unless all of the things are met that will be completed. 

Mr. Correr. You do agree, do you not, that the financial statement 
of a warehouseman is part of the information which is used on setting 
the amount of the bond? 

Mr. Cowan. Yes, sir, I think that is correct. 

Mr. Correr. There is a statement at page 31 of the Whitten report 
which appears to be furnished by the Department of Agriculture and 
and refers to Midwest which states: 

The age of the warehouseman’s corporation or its capital structure is irrele- 
vant, because CCC had required the execution of a performance bond with ap- 
proved sureties before any grain was delivered into its custody. 

Do you want to comment on that statement? 

Mr. Cowan. I do not know that I can add anything to it. That was, 
undoubtedly, the proceeding. I had no idea but what it is. 

Mr. Correr. Was the financial structure irrelevant under your 
procedures ? : 

Mr. Cowan. No, I do not believe that it would be. That has never 
been my conception, that the financial structure was irrelevant to the 
whole problem of storage. I do not think so, sir. 

Mr. Correr. Let us take up this guarantee. 

Senator Kem. Wait a minute. I would like to ask him about these 
instructions. 
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[ notice right near the start of the instructions this line: 

All warehousemen applying for approval under CCC Form E or the supple- 
mental agreement for warehouses not located on a railroad siding and without 
adequate handling facilities must meet the minimum financial and bonding 
requirements and issue negotiated insured warehouse receipts. 

This Camp Crowder, the ge of it that was leased to Midwest, and 
Midwest contracted for with you, was not on a railroad siding, was 
it at the time you contracted ? 

Mr. Cowan. It was a camp, all of the barracks. There was not a 
railroad siding up to the various barracks. 

Senator Kem. The grain had to be—— 

Mr. Cowan. There is a siding and a shipping point there. 

Senator Kem. Yes. The facilities themselves were not on a railroad 
siding, were they ? 

Mr. Cowan. No, the separate buildings were not where you could 
load directly from the cars to the buildings. 

Senator Kem. At the time you made the contract was there adequate 
facilities for handling grain at that point? 

Mr. Cowan. I doubt if there was. It had to be portable equipment. 
I do not suppose it was there. 

Senator Kem. Under those circumstances were you not required, 
under your instructions, to meet the minimum financial and bonding 
requirements ¢ 

Mr. Cowan. I believe, with the exception of the slip of the financial 
statement that we were meeting it. 

Senator Kem. Obviously, you did not do what they told you here, 
because they told you that you were to get 10 cents a bushel for it 
times the capacity to be stored which the contract says is 6,000,000 
bushels, and you were also told here that in case of a deficiency is 
net assets there shall be added to the amount of bond determined in 
accordance with the foregoing an amount equal to such deficiency. 

You have not met either requirement. You have not gotten the 
performance bond as required by those instructions, you have not 
gotten the deficiency bond as required by your instructions. 

Mr. Cowan. We have, certainly, felt that under these circumstances 
the $200,000 bond met the bonding requirements. I agree, sir, that 
the financial statement was not there, like it should have been. 

Senator Kem. You may have felt it did. I want to ask you in all 
seriousness, did it meet the requirements of your instructions? 

Mr. Cowan. In my estimation it did, sir. 

Senator Kem. Your instructions were dated June 14, 1949. That 
was after you had commenced utilizing flat storage, was it not ? 

Mr. Cowan. Yes, sir; it was utilized before that. 

Senator Kem. Why should you assume that instructions issued as 
recently as June 14, 1949, which was after you commenced the flat 
storage program, did not apply to flat storage ? 

Mr. Cowan. I would like to have the assistance of my director at 
that time who handled the policy matters, if I can defer that explana- 
tion tohim. Would you mind, sir? 

Senator Kem. You can just tell the committee what you think about 
it, and then he can tell what he thinks about it. 

Mr. Cowan. I felt that it was, as I understood Mr. Walton’s feel- 
ing who had been in Washington on these problems, and concerning 
this flat storage—I had the understanding, since we had absolute con- 
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trol over the amount that went in, and would increase the bond accord- 
ingly later, that that was meeting the intent of their instructions. 

Senator Kem. Well now, you speak about absolute control over the 
amount that goesin. You had that in every case, did you not? 

Mr. Cowan. No; because in ordinary elevators, loan grain can go in. 

Senator Kem. The amount that you were going to put in? 

Mr. Cowan. But this is it, this indicates that they were to store our 
grain and our grain only here, so we had absolute control of this. 

The average elevator, we will say one of the elevators in our town 
of Kansas City, we might have 2,000,000 bushels to go in there, but 
that is a public elevator and the farmers and everybody may put that 
grain there, and we may take that over under loan the following April 
30, and we might wind up with five times as much grain as we ever 
directed to be put in there. That is the reason that the regular ele- 
vator is different. 

Senator Kem. I do not follow you exactly why that should be a 
reason for waiving the minimum bond requirement, the fact that in 
one case the grain might be commingled with other grain and in an- 
other case it might not be. Why is that any reason? 

Is not the question involved whether the grain entrusted to the 
warehouseman will be properly cared for and returned on demand—is 
that not the problem ¢ 

Mr. Cowan. It is predicated on the proposition where we had abso- 
lute control and were contracting with one party to store our grain, 
we had absolute control and could increase the bond at any time. 

But if we had the same 2,000,000, let us say we had planned to 
yut 2,000,000 into the elevator at Kansas City which is a 10,000,000 
ark: house, the farmers, being a public elevator, could have shipped 


5,000,000 in there, and if the price did not go up, we would have to 


take it over under loan and we would end up by owning 7,000,000 
of that, instead of 2,000,000 and, therefore, as we understood the in- 
tent we would consider the whole capacity of a regular terminal ele- 
vator that was in the public warehouse business, but here we have an 
individual that we are contracting for the storage of our grain and 
we can absolutely control when he gets up to that, and we will demand 
a bond. That is my understanding, Senator. 

Senator Kem. Can you not demand a bond in the public warehouse, 
an additional bond ? 

Mr. Cowan. We can demand additional bond under the contract. 

Senator Kem. Why should there be any difference in the two cases? 

Mr. Cowan. I have tried to explain it, sir. If that is not clear to 
you, I would like to have some assistance. 

Mr. Correr. You suggest that you had absolute control of the 
grain. 

Mr. Cowan. The amount that went in. 

Mr. Correr. You did not have control as to what happened to it 
after it went in. 

Mr. Cowan. No; I meant the amount shipped to it. 

Mr. Correr. And the amount, according to your instructions—the 
amount of your bond on a per bushel basis was supposed to be written 
in relationship to the financial structure of your warehouseman, 

How could you arrive at a 10-cent figure without a financial 


statement ? 
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Mr. Cowan. I do not know that. It could have been arrived at 
as accurately, but what I am saying is that we felt—after all, I would 
like to have—I did not sign this contract personally, except maybe 
the supplemental—I am asking you if you will have the man who 
was the Director then and sat in on more of it than I did, to help clarify 
this situation, if you de not mind, because after all we work in a team 
there, and I was in part of it, and then he was in and 

Senator AnprersoNn. Let me say that one of the reasons for my ques- 
tion is this, it is quite obvious here that the Washington office at the 
Washington level sent down instructions which, if complied with, 
might have protected you in the Harris case, if it did not do you any 
good in the Midwest case. Now if something goes wrong Washington 
gets blamed, the Secretary of Agriculture gets blamed and the head 
of the Commodity Credit Corporation gets blamed. And it may not 
be their fault at all. They may send you specific instructions which 
if you had followed it, everything might be all right. There is a 
claim of nearly $500,000 in the Harris case. And if you had gotten 
the size of the bond, perhaps, that was required, they might not be 
worrying about that loss in the Harris case. That is, if you would 
look at the financial statements. That is why the Department of 
Agriculture sends you instructions which they expect you to live up 
to and not use your discretion so that you waive them in a particular 
case or not. 

The CuarrkmMan. In the case we are now discussing in which the 
financial statement was not attached there seems to be no loss to the 
Government, and with reference to the Harris case where they had 
assets of $500,000, and they had a 10 cent bond for all of the grain that 
was stored there, the Department is facing a possible loss. 

In one case there was a lack of compliance, that is, in the Midwest, 
and in the other you have full compliance, but where you had full 
compliance you may suffer a loss. 

Senator Kem. Did the bond in the Harris case strictly comply with 
the instructions ¢ 

The CHatrmMan. Yes, sir. Ten cents a bushel. 

Senator Kem. How did the deficiency bond—was that required as 
called for ¢ 

The Cuarrman. The same thing. It will come out. 

Senator Kem. Did they get a deficiency bond ¢ 

The Cuarrman. In the Harris the bond was for the full amount 
that was required under the instructions that we have been talking 
about. The financial statement was furnished in the Harris case 
showing assets of about half a million dollars. In the Harris case 
you have a full compliance with the rules and regulations, whereas in 
the Midwest, the only thing lacking, from what I can understand, is 
the lack of the financial statement and the bond, of course, is not 
$600,000. The reason that the witness is trying to explain to you is 
that they never anticipated putting more than 2,000,000 bushels in 
there. That is why the bond was only $200,000. 

Senator Kem. And no deficiency bond. Then the question arises 
why were the principals in the Midwest case dealt with so much more 
leniently than the principals in the Harris case ¢ 

The CHarrMan. The witness has stated so many times, Senator, and 
I could not answer that, of course. I am not the witness. But the 
facts remain that they stated, I mean, Mr. Cowan has stated time and 
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again that they never anticipated storing more than 2,000,000 bushels 
of grain. That is why they required but $200,000 bond. 

Senator Kem. Perhaps, you can clear up something that the witness 
has failed to do, so far as I am ponnenedl 

The Cuamman. I am not trying to clear up anything. I have been 
listening to so many repeat questions here, Senator, that the witness 
says he does not know why it was done. He did not say any negli- 
gence, but he did not know it was not in there. Why keep on with 
that ¢ 

Senator Kem. Perhaps, you can clear this up. It is not clear in my 
mind, 

If they were only dealing with a 2,000,000 bushel proposition, why 
did they provide for 6,000,000 in the contract ? 

The CuarrmMan. Because the request, I presume, originally was for 
6,000,000 capacity. Isthat right? Your application was to the effect 
that they would have space for 6,000,000 bushels ? 

Senator Kem. They took care of that in the contract. Why did 
they not comply with the escalator clause for the bond, also, in the 
contract ¢ 

The Cuarrman. I do not know, but it strikes me that the witness 
has stated that they never anticipated storing more than 2,000,000 
bushels. The contract was, therefore, fixed in accordance with what 
they understood. 

Senator Arken. May I ask a question ¢ 

The CHarrman. Yes. 

Senator Arxen. I have been listening patiently here. If the PMA 
never anticipated storing over 2,000,000 bushels, why did the contract 
eall for Midwest to have a capacity for 6,000,000 bushels available ? 

Mr. Cowan. That would be in their application. They said they 
could furnish, if necessary, that much. 

I would like to answer Senator Kem on section 11. May I read 
this in answer to why we did not have any protection for an in- 
creased bond? 

Senator Kem. You are reading from the supplemental contract ? 

Mr. Cowan. That is right. 

Senator Kem. That was fixed by the lawyers after these things 
had been called to their attention. Not what was done in the supple- 
mental contract, but what was done in the original contract is what I 
am asking you. 

Mr. Cowan. This is dated the same time. 

Senator Kem. At the time it was originally made? 

Mr. Cowan. This is part of the other contract. 

Senator Kem. No; it is not. It is a subsequent contract that was 
executed several weeks afterward ; is that not right ? 

Mr. Cowan. Not to my knowledge, unless it was as soon as it could 
be worked up, because we protected ourselves. 

The Cuatrman. What is the date of that supplemental? 

Mr. Cowan. This copy is not dated. It has signatures. 

Senator ANperson. It is dated the 19th day of September, which 
is the same day as the contract, and you said you had to take time 
to work it up. 

The Cuarrman. Exactly. 

Senator Anperson. If you did take time to work it up, it would 
not be dated the same date as the contract, or was it dated back? 
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Mr. Cowan. I do not know anything about the dates. 

Senator ANperson. My question would be, if you knew you were 
never going to have more than 2,000,000 bushels, just as a common 
sense question, why did you provide that the minimum would be 
2 000,000 and the maximum 6,000,000 ? 

Mr. Cowan. We did not know at the time we were starting that we 
never would have, more than 2,000,000 in. That is all we were agree- 
ing to put in. That is all of the bond we felt was necessary to 
require. If we had stored more it states right in section 11—— 

The CuarrmMan. Will you read section 11, that is part of the supple- 
mental agreement / 

Mr. Cowan (reading) : 

Warehouseman agrees to furnish bond in the amount of $200,000 upon the 
execution of said contract and to increased bond from time to time if and 
when additional grain storage is alloted to said warehouseman 

Senator Anperson. Do we have a copy of the bond issued by the 
American Co. in Baltimore? 

Mr. Cowan. The surety bond, you mean. Mr. Cotter has a copy 
of it. 

Senator ANpERSON. Do we have a copy of the bond here / 

Mr. Correr. We have a photostat. 1 do not know whether you can 
read it or not. 

Senator ANperson. You had 125 million or 150 million bushels 
of grain in the various elevators. In how many elevators did you 
have a minimum guaranty—in how many contracts did you guarantee 
to leave so many million bushels of grain there—how many out of 
all the contracts ? 

Mr. Cowan. I would like to defer that to the Director. 

Senator Anperson. Do you know of one other in which you did it ¢ 

Mr. Cowan. Oh, yes. 

Senator AnpERsoN. Where was that ? 

Mr. Cowan. There was one in various areas. There was one in 
Norris City, Ill. 

Senator Anperson. Let us get these carefully. 

Mr. Cowan. Norris City. 

Mr. Correr. In that regard, would you distinguish and confine it 
to the same type of facility? 

Senator ANDERSON. We are talking about flat warehouses, the mini- 
mum guarantee. 

Mr. Correr. The emergency type. 

Mr. Cowan. Mexia, Tex. This guarantee was to Cargill, Inc. 

Mr. Correr. You are confusing the issue. Was there not a program 
where you made a contract with the warehouseman who built extra? 

Mr. Cowan. Yes, that was an entirely different thing than these. 

Mr. Correr. This is an emergency storage in temporary facilities 
where there was no addition made to the buildings, these lists you 
are giving now? 

Mr. Cowan. Yes, sir. These I am talking about now are not those 
guaranteed storage contracts where we had a contract before it was 
built. Those contracts were entered into, in order to encourage some 
extra building, but that is not the kind I am talking about. 

We had one at, as I said, there was one at Norris City, Lll., one at 
Mexia, Tex., for 5 million. 
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Senator Anperson. Did you guarantee Cargill, Inc. they would 
always have 5 million? 

Mr. Cowan. It was not in our area; it was done by the Department. 

Senator Anperson. There was a guarantee to Cargill, Inc.? 

Mr. Cowan. Yes, that is right. 

Senator Anperson. Five million minimum? 

Mr. Cowan. Yes, that is right. 

Senator Anperson. That is interesting. Were there any more? 

Mr. Cowan. I think there was one at Norris City, Ill. I do not 
have the name of that. I think it was a million and a half. That 
would be in the Chicago area. That information can all be furnished. 
I think there was a number more than that. 

Senator Kem. Did you know of those guarantees at the time you 
made the guarantee to Midwest? 

Mr. Cowan. I knew they were being made. I do not know what 
date they were made, because they were discussed from all angles. 

Senator Kem. How did you know that ’ 

Mr. Cowan. Mr. Walton had been here in Washington on the stor- 
age program and had talked this whole thing over. I am sure he 
could tell you of it. 

The CuHamrman. Well, gentlemen, since the gentleman is sitting next 
to Mr. Cowan, why do we not clear that up as we go along? He says 
he does not know. Refer the question to Mr. Walton. 

Senator Arken. May I ask Mr. Cowan if he can refresh his memory 
a little bit. Was Harry Surface & Co. one of these ¢ 

Mr. Cowan. That is right. 

Senator Arken. That had a guaranteed storage minimum? 

Mr. Cowan. That is right. There was one at Hutchinson. I am 
glad you mentioned that. I believe there were two at Hutchinson. 

Mr. Correr. Was that a Government facility ¢ 

Mr. Cowan. Yes. 

Mr. Correr. Were there any other Government facilities involved 
where this guarantee was given outside of Surface and Midwest ? 

Mr. Cowan. I do not know whether the Norris City was a Govern- 
ment facility or not. Icannot answer it. But that can be determined 
by Mr. Kruse’s office, by the records. I am glad you mentioned that, 
Senator Aiken. 

Senator Arken. That is what we have here. 

The Cuarrman. All right, Mr. Cotter. 

Mr. Correr. I think, Mr. Cowan, you have that schedule that there 
was some discussion about this morning that was supposed to be at- 
tached to that letter of August 24, 1949. 

Mr. Cowan. I asked Mrs. Parsons who made this file and found that 
it is here, she had separated the file. It is on this side. It is on the 
listings, of the buildings that, apparently, came in with the letter. 
I am sorry I did not have much time to familiarize myself with these 
files. 

Senator Kem. Will you put that in the record ? 

Mr. Correr. Will you furnish that for the record ? 

Mr. Cowan. I do not believe it is of importance now. It is in the 
contract, 

Senator Kem. I think it ought to go in the record. 

Mr. Correr. We will make a photostat and return the original to- 


you. 
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’ 873: Size, 29 80. Floor area, 2,360. 
T 874: Size, 29 x 80. Floor area, 2,360. 
875: Size, 29 80. Floor area, 2,360. 
101: Size, 37 x 160. Floor area, 5,920. 
: Size, 37 x 234. Wings 18 x 36. Floor area, 14,706. 
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T 2320: Size, 6 x 998. 2 Wings 40 x 69. Floor area, 17,327. 

T 3837: Size, 170 x 36 (170 x 36). Wings, 87 x 36. Floor area, 37,008. 

T 3838: Size, 25 x 50. Floor area, 1,250. 

T 3839: Size, 200 x 36. Floor area, Jf 400. 

T 3840: Size, 29 x 80. Floor area, 2,360. 
T 3875: Size, 60 x 150. Floor area, “18,000. 
T 3880: Size, 37 x 90. Floor area, 3,663. 

Senator Kem. Have you compared that with the facilities? 

Mr. Cowan. No, I have not compared it, because I just talked to her 
and found out it was in here and I have not had time to read it—it 
would be a hundred or more buildings. Do you mean with the num- 
bers on the leases, to compare it ? The numbers that they leased are, 
also, in. I do not know whether this list includes all. I do not know 
whether they went on and leased all of them, but this was the list 
that was furnished, apparently, attached to that letter. 

Senator Kem. Could I have that, so that I can compare it? 

Mr. Cowan. Yes, Let me see if I can help you. 

Senator Kem. Just take it out of the file It will have to go into 
the record here. 

The Cuarrman. It is stapled in. 

Mr. Cowan. You can take the file. 

Senator Kem. I do not see how you can put the papers in the record. 

The Cuarrman, The photostat will be made. 

Mr. Cowan. If they do not have this one, we will be glad to do so. 
For that matter, I can take it out. 

The Cuarrman. A photostat will be made and placed in the record. 

Mr. Correr. Mr. Cowan, before we leave this business of the finan- 
cial statement in the work papers of the Kansas City PMA office, is 
there a notation on one of the work sheets, calling it to somebody’s 
attention that there was not any financial statement ? 

Mr. Cowan. I notice there is one where the department that checks, 
keeps the files—there is a check sheet there that shows no financial 
statement included in the file. I do not know whether it was. 

Mr. Correr. May we, also, have that page included for the record ¢ 

Mr. Cowan. Yes, “6 

(See exhibit No. 21. 

Mr. Cowan. Let me make a note of those two, so I won’t forget to 
get those, the pages showing the notation and, also, the list of the 
buildings that was with the letter. 

Mr. Correr. What was the purpose of that notation, was that to 
call it to somebody’s attention for review ¢ 

Mr. Cowan. Miss Parsons, no doubt, put that on when she checked 
to see if the file was all complete. I do not know whether she called 
it to anybody’s attention after she noticed it or not. 

Mr. Correr. Do you not know the procedure well enough to know 
whether she had any purpose in putting that notation on there? 

Mr. Cowan. Undoubtedly, that would be the purpose, to see that 
all papers are completed in every file so far as possible. 

Mr. Correr. Would not that work sheet go with other documents 
to some higher official to clear it? 

Mr. Cowan. No; I think that stays right in the approval file. 

Mr. Corrrer. Would that not call it to her attention, if that was her 
job to review that, to see if all of the necessary documents were in? 

Mr. Cowan. Would she call to whose attention ? 

Mr. Correr. To somebody’s attention ¢ 





STORAGE AND PROCESSING ACTIVITIES OF ccc 


Exursir No. 21 





STORAGE AND PROCESSING ACTIVITIES OF CCC 333 


Mr. Cowan. I think in the normal course of operations she would 
have written out for it, perhaps, if it came up short. 

Mr. Correr. Was it not a prerequisite to your getting your approval, 
and is that not the reason why she would make such a notation, and 
would it not come to somebody’s attention who is going to finally 
approve the warehouse ¢ 

Mr. Cowan. Of course, the final approval of the warehouse is a 
long process, right through the office. 

Mr. Correr. That is why you had these work papers, is it not, so 
that you would have some system and you would know that ? 

Mr. Cowan. Yes. 

Mr. Correr. Who, in the normal course, would she have referred 
that to—give us the channels through which it would go to your office 
or the office that would put on final approval ? 

Mr. Cowan. Well, I think in the normal channels of ordinary ele- 
vator approvals she would have written out for the financial statement 
when she made her check of all of the documents, the contracts, and 
so on, and checked the signatures, and then if it was not there, she 
would have, undoubtedly, written and requested it. 

Mr. Correr. This was all done in a day or so. She would not have 
time to write, would she? 

Mr. Cowan. That is true. I do not suppose they made the checks 
at this time. 

Mr. Correr. Was it normal to call it to somebody’s attention ? 

Mr. Cowan. That is correct. 

Mr. Correr. To whose attention ? 

Mr. Cowan. Called to the attention of her immediate superior. 

Mr. Correr. Who is that ? 

Mr. Cowan. George Hall. 

Mr. Correr. In turn who would he have called it to? 

Mr. Cowan. To the attention of his section chief, which was, prob- 
ably, Mr. Rausch. He might have called it directly to the attention 
of the director. 

Mr. Correr. Or to you? 

Mr. Cowan. Or to me. 

Mr. Correr. Did anybody call it to your attention? 

Mr. Cowan. No, sir. I did not know it was not there until a few 
weeks ago. 

Senator Kem. Would it be in order for the members of the com- 
mittee to see that exhibit there ? 

The Cuarrman. Yes, sir; surely. 

Senator Kem. I would like to look at it. 

Mr. Cowan. You mean that notation ¢ 

Senator Kem. I mean the schedule. That is what I want to see. 

Mr. Cowan. The schedule of the buildings? 

The CHatrman. Is Miss Parsons in the audience? Pass the docu- 
ments to her and let her separate them and give them to the Senator. 

Mr. Cowan. I do not know what you want. 

Senator Kem. Let me ask in that connection, why the schedule 
does not follow the letter in regular order in the file? 

Mr. Cowan. She can answer that. She builds the file. I do not 
know why. All of these documents were on one side. I would like 
to have you look at these. There is the list that was in there, sir. 
The letter is on the other side. 
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Senator Kem. Have you got the original contract ? 

Mr. Cowan. Yes. 

Senator Kem. May I see that, too? 

Mr. Cowan. It is right there. I do not know whether you can find 
itornot. I havea little trouble to locate things with a big file like that 
when I do not handle them regularly. 

Mr. Correr. If nobody has any more questions on this particular 
point, I would like to go into the details of the operations of the V. M. 
Harris Grain Co. 

The Cuarrman. Before you go into that, I would like to ask Mr. 
Cowan the present situation with respect to the account of the Mid- 
west Grain Co.? 

Mr. Cowan. It has all been settled. 

The Cuamman. How much has the Government lost in that oper- 
ation ¢ 

Mr. Cowan. It did not lose anything under our interpretation. 

The Carman. Nothing at all? 

Mr. Cowan. No. 

The Cuarrman. The Midwest Corp. has complied with the agree- 
ment that was entered into with the Commodity Credit Corporation ? 

Mr. Cowan. Yes, sir. 

The CHatrrman. The Government has not lost a dime? 

Mr. Cowan. That is right. 

The Cuatrman. All right, proceed. 

Mr. Cowan. Maybe you would prefer that Mr. Walton clarify some 
of those questions that I was unable to clarify. 

Senator Kem. Did I understand you to say that the Government 
had not lost a dime? 

The Cuarrman. That is what I understand, in the Midwest. 

Senator Kem. Was not the testimony that the Government had a 
considerable claim pending for rehabilitation ? 

Mr. Cowan. Not on the Midwest, but on Harris. 

The Cuarrman. On Harris. We are going into the Harris case 
later. 

Senator Kem. There is aclaim for rehabilitation in the Midwest case, 
is there not? 

Mr. Cowan. You are correct, Senator, not the Commodity Credit 
Corporation, but by some Government agency. 

Senator Kem. The Senator said the Government. 

The Cuarrman. The contract between the Commodity Credit Cor- 
poration and the Midwest I am talking about. 

Senator Kem. You said the Government. The Government does 
have a claim against Midwest. 

The Carman. When I said “Government” I meant the Com- 
modity Credit Corporation in this instance. 

All right, Mr. Cotter. 

Mr. Correr. Mr. Cowan, do you have the date of the contract with 
V. M. Harris Grain Co.? 

Mr. Cowan. Yes, sir; I do. 

Mr. Correr. What is that date? 

Mr. Cowan. June 24, 1949. 

Mr. Correr. Did Harris file an application and a financial statement ? 

Mr. Cowan. Yes, he did. 

Mr. Correr. And what was the net worth on that financial state- 
ment ? 
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Mr. Cowan. I have it right here, approximately 
Mr. Correr. Give us it exact. 
Mr. Cowan. $593,600. 

Senator Anperson. You must have copies of that in your file? 

Mr. Correr. We do not. 

Senator Anperson. He does not have the original here. Are there 
copies of it? 

Mr. Cowan. I have the photostat of it, if that is what you are looking 
for. They have the original. 

Mr. Correr. May the record show that we will insert that for the 
record at this point, the application and the contract ? 

(The application faces this page and the contract is as follows:) 


Exureir No. 22 
<ccC Form H 
Rey 6-1—-46 
UnItep States DEPARTMENT OF AGRICULTURE 
COMMODITY CREDIT CORPORATION 


UNIFORM GRAIN STORAGHD AGREEMENT 
T44—2—-CCCO-359 EMERGENCY STORAGE 


1. This Agreement, made and entered into this 24th day of June 1949, by and 
between Commodity Credit Corporation, hereinafter referred to as “Commodity”, 
and V. M. Harris Grain Company, with principal place of business at Scott City, 
Kansas, hereinafter referred to as the “warehouseman” ; 

WITNESSETH : 

2. WuHereAs, the warehouseman owns or operates an elevator or warehouse 
located at ——————-_ Street, on the KCS Railroad, in the city of 
Neosho-Camp Crowder, County of Newton, and the State of Missouri, and known 
as warehouseman, hereinafter referred to as the “warehouse”; and 

3. WHEREAS, Commodity desires that the facilities of the warehouse be made 
available with respect to grain as defined in this agreement, owned by, or in the 
possession of, Commodity or any other agency of the United States under the 
general supervision of the Secretary of Agriculture, or in the possession of any 
lending agency in connection with a loan made available by Commodity, or, as 
of the date of deposit, grain which is deposited in the warehouse by a producer, 
and later becomes security for a loan made, or made available, by Commodity 
(such grain being hereinafter referred to as “the grain” or as “grain subject to 
the terms of this agreement”) ; 

4. Now, THEREFORE, in consideration of the covenants and agreements herein 
contained, and for other good and valuable considerations, the parties hereto 
covenant and agree as follows: 

5. The warehouseman shall receive, store (up to the capacity made available 
by him), insure (except as hereinafter provided), condition, and load out the 
grain in accordance with the directions of Commodity, at the applicable rates 
specified in the Schedule of Rates attached hereto. 

6. Upon receipt by the warehouseman of the grain, or when grain in store is 
purchased by Commodity, the warehouseman shall issue, in such form as meets 
the approval of Commodity, either negotiable or nonnegotiable, warehouse 
receipts as commodity may request, representing the grain and shall indicate 
on such receipts the method by which the grain was received by him, accompanied 
by inbound weight certificates, when available, and, when requested by Com- 
modity or the owner of the grain, inspection certificates describing the test 
weight and special grading factors, if any, and specifying the percentage of 
damaged kernels, foreign material, moisture content, and grain of other classes, 
and protein certificates or documents describing the quality of the grain, 
provided that with the consent of the depositor, a protein certificate representing 
wheat received by wagon, truck, or less than carload lots may be issued on the 
basis of the station average for protein. 

7. The warehouseman shall keep all the grain which is stored in the ware- 
house in store in the warehouse described in this agreement, and shall at all 
times maintain in the warehouse a stock of grain of the class, grade, and 
quality of the grain described in the outstanding warehouse receipts and ac- 
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companying certificates or documents, sufficient to deliver from the warehouse 
the grain described in such receipts and accompanying certificates or documents, 
and to the extent that facilities of the warehouse are made available, he shall 
store all corn stored hereunder, and such other of the grain as Commodity may 
ao in special bins, according to class and grade, so as to preserve its 
dentity. 

8. The warehouseman shall load out or deliver to the holder of any warehouse 
receipt grain of the same class, grade, quantity and quality, or better, and, in 
the case of wheat, of a protein content within three-tenths of one percent, as 
that described by the surrendered warehouse receipt and accompanying Certifi- 
cates or documents, and wheat of country-run quality equal to that received 
into the warehouse, except that, in the case of grain which was received by 
wagon, truck, or less than carload lots, the quality may be the average of the 
quality described in the surrendered warehouse receipts and accompanying docu- 
ments or certificates. At locations where no official grading services or protein 
laboratories are available, the warehouseman may load out or deliver wheat 
of any merchantable grade which is fairly representative of the wheat described 
in the warehouse receipts, provided, however, that such wheat shall be subject 
to discounts as provided in section 11. For the purposes of this section and 
section 11, the grade, quality, and protein content of wheat represented by a 
group of warehouse receipts included in one shipping order shall be the weighted 
average of the grade, quality, and protein content of the wheat represented by 
such group of warehouse receipts. Wheat not meeting the requirements of this 
section may be rejected, and if accepted shall be subject to the discounts provided 
in section 11. 

9. Without in any way limiting his obligation under the other provisions of 
this agreement, the warehouseman shall insure, and at all times keep insured, 
in his own name, all the grain for the full market value thereof, against loss or 
damage by fire, lightning, inherent explosion, windstorm, cyclone, or tornado, 
and, in the event of any loss or damage to the grain, or to the warehouse, whether 
or not such loss was insured against, he shall immediately notify Commodity 
and the holders of the warehouse receipts representing such grain, as the holders 
appear on the records of the warehouseman, and he shall at his own expense 
promptly take the steps necessary to collect any moneys which may be due as 
indemnity for such loss or damage, including the bringing of suit, and, as soon 
as collected, shall pay to the holders of such warehouse receipts such moneys 
as may be collected for the loss or damage. In the event the warehouseman 
insures against hazards to the grain not specified herein, such insurance shall 
inure to the benefit of the holders of the warehouse receipts. In the event of 
loss or damage to the grain, all charges provided for by this agreement with re- 
spect to the grain so lost or damaged shall be paid until and cease as of the date 
of such loss or damage. 

10. The warhouseman shall observe the carriers’ tariff and loading require- 
ments, and shall indemnify Commodity against minimum weight penalties and 
demurrage, except those that are incurred due to circumstances beyond his con- 
trol, and he shall assume all inbound switching charges which are recoverable 
or which are absorbed by the carrier on ontbound shipments. 

11. In the event that any of the grain which is loaded out by the warehouseman 
is found—on the basis of official weights and grades at the point of storage, or, 
if official weights and grades are not available at such point, on the basis of 
official weights and grades at destination or at the inspection point shown on 
the shipping order furnished the warehouseman, which unless otherwise agreed 
shall be the customary location, on the route of shipment, of an inspector licensed 
under the United States Grain Standards Act—to be of a class, grade, quantity 
or quality lower than that described by warehouse receipts, and accompanying 
certificates or documents, surrendered by Commodity, the warehouseman shall 
indemnify Commodity in an amount equal to the difference between the value 
of the grain loaded out and the value of the grain described by the warehouse 
receipts and accompanying certificates or documents, on the basis of cash prices 
current at the terminal market customarily applicable to grain stored in the 
warehouse at the time when the grain was shipped. In the case of wheat receeved 
by the warehouseman by rail or barge and in the case of all of the grain other 
than wheat, settlement shall be made on the basis of each shipping order. In the 
case of wheat received by wagon or truck, settlement shall be made on the basis 
of each year’s crop stored at the warehouse, Commodity to issue shipping orders 
based on the weighted average of such year’s crop, and debits and credits to be 
established accordingly on each shipping order, the debits and credits to be set off 
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against each other, and final cash settlement made after the date the last grain of 
such year’s crop is loaded out or sold or otherwise disposed of, any credits not set 
off against debits of such crop year to be dropped and not carried forward. 

12. Unless the warehouseman operated the warehouse under a license issued 
by the Secretary of Agriculture under the United States Warehouse Act, he shall 
comply with such conditions as may be prescribed by Commodity prior to the 
execution of this agreement. The warehouseman shall furnish Commodity such 
bond or bonds as may from time to time be required by Commodity, and, at any 
time during business hours, he shall permit Commodity to inspect the warehouse 
and its equipment, inspect, measure or take inventories of grain stored therein, 
and examine the stock records, receipt books, insurance policies, and other 
documents pertaining to such grain. 

13. Upon the request of Commodity or the owner of the grain, the warehouse- 
man shall furnish a sample thereof, agreed by the warehouseman and the owner 
of the grain to be a representative sample. 

14. Commodity shall cause to be paid, with respect to the grain owned by 
Commodity, upon the presentation of a proper invoice, all accrued charges at 
the applicable rates specified in the Schedule of Rates attached hereto, as of 
June 30, September 30, December 31, and March 31, of each year (unless the 
warehouse receipts are surrendered prior to any such date, in which case pay- 
ments shall be made as of such surrender date), and Commodity shall cause 
to be paid with respect to the grain in the possession of, but not owned by 
Commodity, or in the possession of any lending agency in connection with any 
loan made or made available by Commodity, upon presentation of a proper in- 
voice to the holder of the warehouse receipts representing such grain, all accrued 
charges at the applicable rates specified in the Schedule of Rates, as of the 
applicable renewal date of this agreement, provided, however, that at the option 
of Commodity, a semi-annual payment of warehouse charges not to exceed one- 
half of the annual storage rate, plus receiving charges for the grain which 
has been in store for at least six months after the annual renewal date of the 
agreement, may be made for the grain in the possession of, but not owned by 
Commodity, or in the possession of any lending agency, in connection with a 
loan made or made available by Commodity. 

15. The Director of the Grain Branch, Production and Marketing Administra- 
tion, the Directors of the Chicago, Kansas City, Minneapolis, and Portland offices 
of said Grain Branch, or the duly authorized representatives of any of such offi- 
cials, or any other duly authorized representative of Commodity, may act for and 
on behalf of Commodity in carrying out the provisions of this agreement. 

16. The warehouseman, at his own expense, shall take all necessary steps 
to keep all of the grain which is stored in the warehouse, whether commingled, 
specially binned or otherwise stored so as to preserve its identity, from going 
out of condition, and shall condition any such grain which is out of condition 
or in danger of becoming so, to the extent that the warehouse is equipped to do 
so, but, if after the exercise of such care in receiving, storing, and conditioning 
of such grain as a reasonably prudent owner thereof would exercise, deteriora- 
tion cannot be prevented by conditioning, the warehouseman shall immediately 
notify Commodity of such fact, if the warehouse receipts held by Commodity 
are the oldest oufstanding receipts representing the commingled grain which 
is out of condition or in danger of becoming so, or if such grain has been specially 
binned under this agreement, and shall dispose of, or care for, such grain at 
the expense of and in accordance with the directions of Commodity. 

17. In the case of identity-preserved or specially binned grain, or in the case 
of grain received for handling only, the warehouseman shall deliver the identical 
grain received, and shall be liable for shrinkage and for deficiencies in quality 
of such grain only in the event such shrinkage or deficiency in quality results 
from his failure to use due care, or his failure to provide appropriate warehousing 
services: Provided, however, That if such grain is commingled with other grain, 
the warehouseman’s liability shall be as defined in section 11. Grain other than 
corn shall not be deemed to be specially binned or identity-preserved unless au- 
thorized by the owner or Commodity, and unless the warehouse receipts are 
plainly marked “specially binned” or “identity-preserved” with the bin number 
shown thereon. 

18. The warehouseman may store the grain, either in bulk or, when customary, 
in sacks, but unless the holder of the warehouse receipts directs the loading 
out in sacks, the warehouseman shall load eut such grain in bulk. 

19. Except as otherwise directed by Commodity, the warehouseman shall 
hold and, subject to the provisions of this section, may use any freight bill 
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or transit tonnage slip which comes into the warehouseman’s possession, in 
connection with such grain. Immediately upon receipt of such freight bill 
or transit tonnage slip, the warehouseman shall furnish to the holder of the 
warehouse receipt or Commodity, in the form prescribed by it, a statement 
showing the original shipping point, date and number of waybill, date and num- 
ber of the freight bill, the name of the carrier, the transit weight, the rate paid 
in and the amount collected, and the unused transit privileges, and the ware- 
houseman shall, in accordance with the carrier's tariff and rules of the carrier's 
agent, record in his own name each such freight bill or transit tonnage slip 
evidencing transit privileges and take all steps necessary to assure the shipper 
such transit privileges. Subject to the provisions of sections 8 and 17, the 
warehouseman, in connection with the sale, transfer, or loading out of any of such 
grain, may substitute for grain shipped under any such freight bill or transit 
tonnage slip in accordance with the request of Commodity or the owner of the 
grain, other grain and freight bills or transit tonnage slips of value equal and 
transit privileges comparable, to those described in the statement furnished 
to Commodity or the holder of the warehouse receipt. The warehouseman and 
the holder of the warehouse receipt shall adjust any difference in value due 
to such exchange. If the warehouseman and the holder of any warehouse 
receipt representing such grain agree, the warehouseman and such holder may 
exchange the grain and billing received for a quantity of grain which has not 
been shipped by rail, equivalent in value to the grain and billing received. 

20. In the event the warehouse receipts are transferred to any person not 
entitled to the benefits of this agreement, there shall be affixed to such warehouse 
receipts, prior to such transfer, a statement of unpaid charges which accrued 
under this agreement, or a statement showing the period for which the rates 
provided for herein are applicable, and the warehouseman shall not charge for 
services rendered during that period an amount in excess of that computed in 
accordance With any such statement. 

The period for which the Schedule of Rates shall apply shall begin with the 
date on which each lot of grain is stored in the warehouse, or the date on which 
each lot of grain stored in the warehouse becomes subject to the terms of this 
agreement, whichever is later, and shall end one year later, and subsequent 
periods for each such lot of grain shall be annual, except that the first period 
for all grain, except soybeans and corn, which on any applicable renewal date 
of this agreement is in the possession of, but not owned by, Commodity or in the 
possession of a lending agency, in connection with a loan made or made avail- 
able by Commodity, shall end with such renewal date, and subsequent periods 
shall be annual. The first period for soybeans in the possession of, but not 
owned by, Commodity or in the possession of any lending agency, in connection 
with a loan made or made available by Commodity, shall end September 30 
following the date the soybeans were stored, and the first period for corn in the 
possession of, but not owned by, Commodity or in the possession of any leading 
agency in connection with a loan made or made available by Commodity, shall 
end October 31 following the date the corn was stored, and subsequent periods 
for each such lot of soybeans and corn shall be annual. Any period for which 
the Schedule of Rates applies shall, in any event, end (1) upon transfer of 
the warehouse receipts to anyone not entitled to the benefits of this agreement, 
on the date of such transfer, and (2) in the case of shipment by Commodity, 
upon the date specified in the shipping instructions to the warehouseman, unless 
a delay in shipment is occasioned by circumstances beyond the warehouseman’s 
control, then on the date of shipment, but in no event earlier that the date on 
which the warehouse receipts are surrendered. 

22. The weights and grades of all grains received into the warehouse shall be 
the official weights and grades at the point of storage, if official weights and 
grades can be determined at that point, otherwise the weights and grades shall 
be determined by the best available means at the point of storage, and, upon 
the request of the owner of the grain, the grades shall be determined by the 
grading laboratory maintained under the supervision of the State Field Offices 
of the Production and Marketing Administration of the State where the ware- 
house is located, or any grading laboratory qualified to issue official grade 
certificates on the basis of sample taken by a licensed sampler, or a sample 
which the owner and warehouseman agree to be representative, except that 
in no event shall unofficial weights and grades prevail over official weights and 
grades subsequently determined. 

28. Any agency of the United States under the general supervision of the 
Secretary of Agriculture shall be entitled to the services and facilities of the 
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warehouseman with respect to grain owned by or in the possession of such agency 
upon the same terms and conditions as set ont in this agreement with respect 
to grain owned by or in the possession of Commodity. 

24. For the purpose of this agreement, the following terms shall be construed 
to mean, respectively, . 

(a) Grarn.—Wheat, corn, rye, barley, grain sorghums, soybeans, flaxseed, 
and any other grain or farm products customarily handled in warehouses in 
the same manner as grain. 

(b) Recervine.—Receiving and unloading from cars, boats, barges, trucks, or 
other conveyances, and elevating into, bulking, cutting-in, or piling in the 
warehouse. 

(c) CONDITIONING.—Reelevating, screening, blowing, cooling, resacking, repair 
of sacks, fumigating, or such other operations as may be necessary to preserve 
the class, grade, and quality of the grain. 

(d) Loapine out.—Loading out, including cutting and emptying sacks, and 
wharfage from the warehouse into cars, boats, barges, trucks, or other 
conveyances. 

(e) OFFICIAL GRADES.—Grades established by an inspector licensed under the 
United States Grain Standards Act in accordance with the official grain stand- 
ards of the United States in effect at the time the grades were established 

(f) OFFICIAL WEIGHTS.—Weights established by a licensed weighmaster, or 
one whose weight certificates are recognized by common carriers as official in 
the payment of railroad claims for losses in transit. 

25. This agreement shall become effective except as provided in paragraph 26 
hereof upon its signature on behalf of Commodity, and shall continue in full 
force and effect until the first May 31 thereafter with respect to all warehouses 
located in the States of Alabama, Arkansas, California, Florida, Georgia, Louis 
iana, Mississippi, Oklahoma, South Carolina, and Texas, and until the first 
June 30 thereafter with respect to all warehouses located in all other States. If 
at the time of termination there is stored in the warehouse grain which has not 
been stored for the complete period used in computing charges, the storage 
charges with respect to such grain, whether paid or not, shall be adjusted to 
the storage charges for such entire period in proportion to the part of such period 
during which such grain was stored. 

26. The terms of this agreement shall prevail over the written or printed terms 
of the warehouse receipts representing the grain, and this agreement shall 
supersede any existing Uniform Grain Storage Agreement between the warehouse- 
man and the Secretary of Agriculture, as of the last annual renewal date of 
such agreement, except that charges for services performed under any such 
prior agreement shall be paid in accordance with the terms of such prior agree- 
ment, and the storage charges under this agreement shall not begin to accrue 
until the expiration of any free time to which the holder of any warehouse 
receipt is entitled under the terms of any such prior agreement. 

27. The warehouseman shall not make any charge for any service not covered 
by this agreement unless such service is performed upon the prior authorization 
of Commodity, except that Commodity shall reimburse the warehouseman for 
payment made by him of usual charges for services required in connection with 
the loading out of grain for Commodity. 

28. In the event of the failure of the warehouseman to load out any grain in ac- 
cordance with the terms of this agreement, time being of the essence of this pro- 
vision, Commodity shall have the right, unless such failure is excused by law, to 
terminate this agreement, and, in the event either of the parties hereto shall 
default in the performance of any other provision herein, the other party, if such 
default is not cured within fifteen (15) days after a written notice is mailed to 
the party in default, shall have the right to terminate this agreement without 
thereby being deprived of any claim for damages on account of such default. 

29. This agreement, or any claims arising hereunder, shall not be assigned 
in whole or in part. No convict labor shall be employed in carrying out any 
provisions of this agreement. No Member of, or Delegate to, Congress, or any 
Resident Commissioner, shall be admitted to any share or part of this agreement 
or to any benefit to arise therefrom, except that this provision shall not be con 
strued to extend to their interest in any incorporated company, if the agreement 
be for the general benefit of such corporation or company. 

30. The warehouseman, in the performance of this agreement, shall not dis 
criminate against any employee or applicant for employment because of race, 
creed, color, or national origin, and shall include a similar provision in all 
subcontracts entered into in connection with the provisions of this agreement 








340 STORAGE AND PROCESSING ACTIVITIES OF CCC 


31. The warehouseman shall have fulfilled his obligation to notify Commodity 
as required in this agreement only if such notice is served in writing on the 
Director, Field Office, Grain Branch, Production and Marketing Administration, 
in the area in which the warehouse is located. 

32. This agreement shall be executed by the signature of the warehouseman 
and of a duly authorized representative of Commodity. 

COMMODITY CREDIT CORPORATION, 
By C. G. LINK, 
Contracting Officer, Commodity Credit Corporation, 
Vv. M. Harris Gratin COMPANY, 
By V. M. Haxris, Partner. 
In presence of: 
Don LLoyp. 


ScHEDULE OF Rates—1949 SUPPLEMENT TO UNIFoRM GRAIN STORAGE AGREEMENT 
No. T44-2-CCC-359 


All Grain To Be Fully Insured at Warehouseman’s Expense (all Charges on 
Bushel Basis) 


CCC Form H-2 (4-26-49) 

Subject to the provisions of section 26 of the Uniform Grain Storage Agreement, 
this supplement shall become effective as of the 1949 annual renewal date of 
the above-numbered agreement and supersedes all previous schedule of rates 
as of such date. 


Area II—Colorado, Illinois, Iowa, Kansas, Missouri, Nebraska, Wyoming, 
Wisconsin except Superior 


GRAIN RECEIVED BY TRUCK 




















Receiving, 
| insuring, | Storing, insuring, conditioning and all other 
Commodity | condition- | charges after the first 10 days for the period | Loading 
i ingand | indicated. Nocharges for remainder of annual out 
| storing for | period 
first 10 days 
Cents Cent 
Corn... deal 4 | 200 days, 440 cent per day--_..-- J : 4 he 
Barley... ‘ all § | do abel Se ¢ OH Fi Le 
Oats... / ae 3 200 days, 425 cent per day... bo 
Flax ! | 6%2| 90 days at “is; next 110 days at 4¢0 cent_........ a4, 
Wheat and all other grains | 6%) 215 days, Yeo cent per day : > 
GRAIN RECEIVED BY RAIL OR WATER! 
Storing, insuring, conditioning and all other Loading 
Commodity Receiving charges for the period indicated. No charge | anems 
for remainder of annual period out 
Cents i Cent 
Corn 1 200 days, ‘0 cent per day | M4 
Barley 14% do 7 
Oats 1%, 200 days, 42s cent per day M 
Flax ! 2 90 days at ; next 110 days at ‘0 cent | 3% 
Wheat and all other grains 1% 215 days, Seo cent per day_. I ‘ 





*o cent per day. 


| Flax stored “Identity preserved”’ under option 2—storage for 200 days at | 

? Includes all expenses incident to loading, coopering, and lining cars. 

+ Shall not include owned grain delivered to terminals for handling only or limited storage if commodity 
gives advance notice of such deliveries and requests negotiated rates. 


Add customary port authority or mandatory charges where grain is received at 
port locations. 

With respect to soybeans and flax the warehouseman shall have the following 
options: (1) To store or not to store soybeans and/or flax; (2) If stored, 
he may store such soybeans and/or flax in special bins, identity preserved 
instead of commingled with other lots of flax or soybeans; (3) If stored in 
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special bins, he may issue either negotiable or nonnegotiable warehouse receipts ; 
Provided, however, that options 2 or 3 shall be available only with respect to 
soybeans and/or flax covered by official inbound weights and grade certificates, 
and shall apply only to soybeans and/or flax owned by Commodity Credit 
Corporation, and not to soybeans and/or flax while in loan or purchase agree- 
ment status. 

The above rates shall expire on the 1950 annual renewal date of the Uniform 
Grain Storage Agreement. 

Section 3 of the Uniform Grain Storage Agreement is hereby amended by 
inserting after “later” and preceding “becomes” in line 5 thereof the following 
“is delivered to Commodity under a purchase agreement or”. 

COMMODITY CREDIT CORPORATION, 
sy c. G. LINK, 
Contracting Officer, Commodity Credit Corporation. 

Accepted June 24, 1949 

V. M. HArRRis GRAIN Co., 
By V. M. Harris, Pariner. 


SUPPLEMENT TO THE UNIFORM GRAIN STORAGE AGREEMENT 


1. This supplemental agreement, made and entered into this 24th day of June, 
1949, by and between Commodity Credit Corporation, hereinafter referred to 
as “Commodity,” and V. M. Harris Grain Company, with principal place of 
business at Scott City, Kansas, hereinafter referred to as the “Warehouseman” ; 
WITNESSETH ; 

2. WuHereAs, the warehouseman has made available temporary or emergency 
warehouse facilities at Neosho-Camp Crowder, Missouri, described in his ap- 
plication for approvel dated July 1, 1949, a copy of which is attached hereto 
and by reference made a part hereof, which warehouse facilities do not conform 
to the average requirements of Commodity under the provisions of the Uniform 
Grain Storage Agreement: and 

3. Whereas, the warehouseman has or may issue, for grain received in said 
warehouse facilities, warehouse receipts which have or may be offered as 
security for loans made available by Commodity; and 

4. WHEREAS, the warehouseman desires said warehouse facilities be approved 
under the Uniform Grain Storage Agreement, as emergency facilities for the 
storage of eligible grain; 

5. Now, THEREFORE, in consideration of the premises contained herein the 
parties hereto hereby covenant and agree as follows: 

6. The grain, as defined in said Uniform Grain Storage Agreement, when 
stored in said warehouse facilities, shall be subject to all provisions of said 
agreement ; 

7. If the warehouseman has issued warehouse receipts indicating a class, 
grade or protein content of the grain other than that actually delivered to the 
warehouse by producers who have or who may desire to pledge such warehouse 
receipts as collateral for loans made available by Commodity, he shall e¢all 
in and cancel such receipts and reissue to such producers warehouse receipts 
representing the class, grade and protein content of the grain actually delivered 
to the warehouse; 

S. The warehouseman shall do all things necessary to preserve the country- 
run quality of the grain received in said warehouse facilities and shall store 
fungibly only grain of the same class, grade, and protein content, as required 
by the Uniform Grain Storage Agreement: 

%. The warehouseman shall indemnify the lawful holders of warehouse re- 
ceipts representing the grain stored in said warehouse facilities against any 
loss or damage by reason of such grain deteriorating or going out of condition 
from any cause whatsoever: 

10. The warehouseman shall, under surrender of warehouse receipts repre- 
senting the grain stored in such facilities, deliver grain meeting the requirements 
of section 8 of the Uniform Grain Storage Agreement into railroad cars or 
trucks at Neosho-Camp Crowder, Missouri, without additional charge. 

11. The warehouseman shall furnish such additional bond or bonds as Com- 
modity may require 

12. With respect to the emergency grain storage facilities described herein, 
this agrement shall terminate June 30, 1950 unless sooner terminated in accord- 
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ance with paragraph 25 or paragraph 28 of the Uniform Grain Storage 


Agreement. 
IN WITNESS WHEREOF, the parties hereto have subscribed their names as of 
this 24th day of June 1949. 
Com™Mopiry CrEpir CORPORATION, 

C. G. LINK, 
Contracting Oficer, Commodity Credit Corporation. 
V. M. Harris GRAIN Co., 

V. M. Harris, Partner. 


In presence of: 
Don LiLoyp. 


Seconp SUPPLEMENT TO THE UNIFORM GRAIN STORAGE AGREEMENT 


1. This second supplemental agreement, made and entered into this 16th day 
of July 1949, by and between Commodity Credit Corporation, hereinafter re- 
ferred to as “Commodity,” and V. M. Harris Grain Company, a partnership, 
hereinafter referred to as the “warehouseman” ; 


WITNESSETH : 

2. WHEREAS, the warehouseman has available certain alevator or warehouse 
facilities at Neosho-Camp Crowder in Newton County, Mo., which facilities are 
described in the map attached hereto, market Exhibit A,” and by this reference 
made a part hereof, and has executed with respect thereto Uniform Grain 
Storage Agreement numbered T44—2—-CCC-359, hereinafter referred to as the 
“agreement,” together with a schedule of rates and a supplement to said agree- 
ment ; 

3. NOW, THEREFORE, in consideration of the covenants and agreements herein 
contained, the parties hereto covenant and agree as follows: 

4. The warehouseman shall not be required to insure against loss or damage 
by fire, lightning, inherent explosion, windstorm, cyclone, or tornado the wheat 
and grain sorghums which are owned by Commodity and stored or to be stored in 
those portions only of his warehouse facilities identified on said map by the 
numbers 1917, 1919, 1920, 1921, 1922, 1923, 1927, 1928, 1929, 1930, 1931, 1932, 
1934, 1935, 1936, 1937, 1938, 1939, 1945, 1944, 1945, 1946, 1947, 1948, 1953, 1954, 
T2198, 2216 and 2219. The warehouseman shall, however, keep any and all 
other grain stored or to be stored in his warehouse facilities at Neosho-Camp 
Crowder insured as required under the provisions of section 9 of the agreement. 

5. With respect only to the wheat and grain sorghums owned by Commodity 
and stored in those portions of the warehouse facilities identified by the numbers 
stated in the preceding paragraph, Commodity shall pay the warehouseman, 
instead of the charges specified in the schedule of rates attached to the agreement 
as being for “Storing, Insuring, Conditioning, and All Other Charges,” 0.038372 
of a cent per bushel per day for the period of 215 days, and no charges skall be 
made for the remainder of the annual period. The said 0.088372 of a cent per 
bushel per day shall cover storing and conditioning and all other charges except 
those for receiving and loading out, the charges for which latter two services 
shall remain at the 14% cents and %-cent per bushel, respectively, specified in 
said schedule of rates. 

6. The period for which the rates stated in paragraph 5 hereof shall apply 
shall begin and end as provided in section 21 of the agreement. 

7. Only grain received by rail shall be stored by the warehouseman for 
Commodity. 

IN WITNESS WHEREOF, the parties hereto have subscribed their names on this 
18th day of July 1949. 

COMMODITY CREDIT CORPORATION. 
By C. G. LINK, 
Contracting Oficer Commodity Credit Corporation. 
V. M. Harris Gratin Company, a Partnership, 
By V. M. Harris, Partner. 


Senator Kem. I want to ask about this exhibit. According to the 
files here this exhibit is attached to the commercial lease entered into 
by the United States of America, acting through the General Services 
Administration and the Midwest Storage & Realty Co., Inc. This 
is not what we were asking you about. We were asking you about 
the schedule that was attached to the letter of August 1949. 
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Mr. Cowan. Mrs. Parsons tells me that she separated it. You can 
see it has a like letter on the other side. She tells me she put that on 
the other side of the folder. 

The CHarrMan. She is here. She could explain it in due time. 

Senator Kem. Waitaminute. There isa schedule attached referred 
to in the commercial lease, is there not ¢ 

Mr. Cowan. I think the numbers of the buildings are given right 
in the lease. 

Senator Kem. You do not know why the schedule appears in the 
file out of order? 

Mr. Cowan. I am sure I do not. I did not have anything to do 
with the files. 

The Cuarman. All right, Mr. Cotter. 

Mr. Correr. What is the date of the application ¢ 

Mr. Cowan. 7—1—49 is the date it was approved. 

Mr. Correr. You entered into negotiations with Harris substantially 
before you entered into negotiations with Midwest ? 

Mr. Cowan. That is right. 

Mr. Correr. When was the date of the uniform storage agreement 
with Harris? July 24? 

Mr. Cowan. Yes. 

Mr. Correr. 1949 ? 

Mr. Cowan. That is right. 

Mr. Correr. Or June 24? 

Mr. Cowan. June 24. 

Mr. Correr. And did Harris file a bond ? 

Mr. Cowan. Yes, sir. 

Mr. Correr. How much was that bond? 

Mr. Cowan. I do not have that information right here. I think 
it is $225,000. 

Mr. Correr. Was that on the basis of 10 cents a bushel, also? 

Mr. Cowan. Yes, sir; I presume it was. Of course, he did not have 
that much grain in at that time. 

Mr. Correr. What did he show for capacity ? 

Mr. Cowan. That was increased. The original bond was not that 
much. He shows here on his original application a million bushels. 
Mr. Correr. And later he increased the bond, it was increased ¢ 

Mr. Cowan. That is right. 

Mr. Correr. How much grain—and break it down into the types of 
grain and the periods involved—did Harris store ¢ 

Mr. Cowan. Harris stored 919,460 bushels wheat and 1,180,000 
pounds grain sorghums. We always express that in hundredweight. 

Mr. Correr. When was he first requested to ship out? 

Mr. Cowan. I am sorry. He started shipping his grain sorghum 
first in December. I have the date he sr it. He completed 
the grain sorghum on March 24, 1951. 

Mr. Correr. December of 1950 he started shipping out—when— 
what ? 

Mr. Cowan. Grain sorghums first, that went out first. 

Mr. Correr. Was that the first shipments they made ? 

Mr. Cowan. He has shipped out some other grain sorghums that 
he had taken in earlier. That was on export. Those went out with 
out any trouble at all. 
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Mr. Correr. That was your grain, was it not? 

Mr. Cowan. Yes. 

Mr. Correr. When did he ship that earlier grain? 

Mr. Cowan. I do not believe that is included in this report. I 
can get it, because that was all cleaned out before this other. 

Mr. Correr. Do you know that there was a loss in connection with 
that when that ship-out was cleaned up? 

Mr. Cowan. The first grain sorghum went out O. K. I do not 
think there was any appreciable loss. 

Mr. Correr. No loss in either quantity or quality ? 

Mr. Cowan. There might have been a small loss, might have been 
a small settlement there, but it was nothing large, because we had a 
very good experience that first lot. 

Mr. Correr. When did you first become conscious that there was 
going to be a loss ? , 

Mr. Cowan. We started to issue the loading orders in December— 
they were fumigating, had some infestation and cold weather and 
were fumigating, and it was grading what we call sour, in other 
words, the first few cars was grading sour, because there was a 
fumigant odor, and the inspectors were not calling it anything but 
sour and sample grade, in other words, was not put in the numerical 
grade, because of that odor. So we had some little difficulty there 
in getting that straightened out. We called Federal Appeals, and 
sometimes it was reversed and called No. 2 and sometimes when it 
graded 2 at Crowder, it was reversed the other way. So the grain 
started going to the Gulf for shipment, and the elevator. 

Mr. Correr. You have not given me even an approximate time o 
this, Mr. Cowan. I wish you would. 

Mr. Cowan. It was early December. 

Mr. Correr. December, which year? 

Mr. Cowan. 1950. 

Mr. Correr. 1950? 

Mr. Cowan. Yes; then we completely shipped it out three months 
later. 

Mr. Correr. Had he been paid storage up to this time? 

Mr. Cowan. Whatever periodic payments were provided for unde: 
the contract, yes, sir. 

Mr. Correr. Did there come a time when he asked for more storage 
money that was due him, and when there was a stop order against 
that because of damaged grain or storage in grain? 

Mr. Cowan. Yes, sir. 

Mr. Correr. How much was your claim against him? 

Mr. Cowan. Well, we did not have a definite claim against him at 
that time. 

Mr. Correr. Did you not have any computation of what your loss 
would be or what your claim would be? 

Mr. Cowan. No; the grain was moving, and we had no settlements. 

Mr. Correr. Was there not an early shipment? 

Mr. Cowan. What is it? 

Mr. Correr. Did not that result, as a result of a series of earlier 
shipments ¢ 

Mr. Cowan. Which claim are you talking about? 

Mr. Correr. The first claim when the stop order was put on. 
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Mr. Cowan. No; Mr. Cockle placed a stop order on, when this’ 
grain started moving, and they were fumigating these cars. 

Mr. Correr. When did he do that? 

Mr. Cowan. In December. 

Mr. Correr. What date—do you not have your ledger sheets and 
your flag notices, and so forth there ¢ 

Mr. Cowan. I think I gave them, the ledger sheets on this, to one 
of your assistants. 

Mr. Correr. You gave them to Mr. Bellino? , 

Mr. Cowan. I believe that was the name. I believe he has them, 
but at that time Mr. Cockle 

The CuatrrmMan. I wish to inform the Senators that Mr. Cotter tells 
me that Mr. Bellino has these original documents and is working 
on them. 

Mr. Cowan. I think he was getting them photostated. They will 
be produced later. ; 

Mr. Correr. Do you have the date that that memo came through ? 

Mr. Cowan. I do not have the exact date in December. 

Mr. Correr. Would you recall that it was December 7, 1950? 

Mr. Cowan. I couldn’t. I know it was in December, I would say. 
I cannot tell you the date without looking for it. 

Mr. Corrrer. Did there come a time when Mr. Harris asked you to 
make a storage payment subsequent to that? 

Mr. Cowan. Yes, sir. 

Mr. Correr. And this stop order notice was on his account ? 

Mr. Cowan. Right. 

Mr. Correr. And there was some discussion as to whether the pay- 





ment would be made ?/ 

Mr. Cowan. That is right. 

Mr. Correr. And was the payment made / 

Mr. Cowan. About $31,000 was paid. He had something like 80 
or 90 thousand still already earned. And Mr. Oberwortman, head 
of the Fiscal Department, came to me and stated Mr. Harris had 
requested him for some money to operate, because the military was 
insisting that we get out as rapidly as possible. And he brought it 
In to me. And Mr. Harris was there, too. I cannot recall whether 
Mr. Harris came in or whether they both came in together. We talked 
it over. And since Mr. Cockle was, of course, ill, very ill, and would 
not be back for months at that time there was no apparent—we had 
just started to ship the green sorghum out—there was no—it appeared 
that there was more than adequate payments earned and would be 
earned, for safety and in order to not stop the loading, Mr. Oberwort 
man and I together—I authorized the payment of that one amount 
in order to let him proceed with the loading. 

Mr. Correr. He had to have the money to load out / 

Mr. Cowan. That is it. 

Mr. Correr. You thought you would recover it from the wheat 
storage, as an offset against the wheat storage ¢ 

Mr. Cowan. We thought there were adequate earnings to his credit. 

Mr. Correr. Had you not had any notice up to that time that the 
wheat was lost. or badly damaged ¢ 

Mr. Cowan. Not badly damaged. We had an inspector down there 
earlier who indicated he was having some little trouble with what we 
call moisture migration at the top of the wheat. A certain movement 
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of warm air through the wheat takes place on cold days. When that 
warm air hits this cold air on the surface the top layer will get damp, 
even though the wheat is dry generally. It happens in all of our 
corn storage. 

Mr. Correr. There was no indication of weevil infestation ? 

Mr. Cowan. There wassome indication of weevil infestation. 
Almost any wheat that comes out of terminals—and this all did—has 
some weevil in it, in other words, it did not grade weevily going in 
but it always ha’s enough weevil in it when conditions are proper ‘that 
they wm increase in numbers. 

Mr. Correr. But in your considered judgemnt, in February you 
felt safe in paying him the thirty-odd thousand and you could recoup 
it against his storage payments for the wheat 

Mr. Cowan. That is correct. 

Mr. Correr. When did you say the wheat was shipped out, between 
what dates ? 

Mr. Cowan. The wheat was shipped right out after he finished. 
And we started then. And the x 5 was completed on April 15, 
1951. 

Mr. Correr. And in pounds how short was the wheat that was 
shipped out, in bushels? 

Mr. Cowan. I have the total—I have it here. I have the total that 
I took down in order to have it ready for you. There is 919,460 
bushels put in and he shipped out 876,041. I can subtract that in a 
second. About 43,000 bushels short in quantity. 

Mr. Correr. Quantity ? 

Mr. Cowan. Yes. 

Mr. Correr. And that would translate into how large a quantity 
claim—do you have that ? 

Mr. Cowan. I have the total claim. I do not have it broken down 
between quantity and quality. The net due him on wheat, that was, 
between the two commodities, is $350,584.01, and the total amount due 
on the grain sorghum is $64,242.78. 

Mr. Correr. You said the amount due him—you do not mean that / 

Mr. Cowan. No, no; pardon me, if I said that. I meant the amount 
due us, the claim, that is the amount of the claim. 

The Cuarmman. That resulted from depreciation ¢ 

Mr. Cowan. Both in quality and quantity—mostly quality in the 
wheat. 

The CHarrman. On the grain you finished shipping out in early 
April? 

Mr. Cowan. That is right, April 15. 

Senator Kem. May I ask a question about this? Have you decided 
to go into the Harris case as well as the Midwest case ? 

The Cuarrman. That was my understanding. 

Senator Kem. And present them both at the same time? I think 
that is the proper procedure. That is what I thought. I just wanted 
to say that I am glad that you have decided to do that, because I think 
it is all one problem—the problem at Camp Crowder as a whole. 

Mr. Correr. May I make a comment, Mr. Chairman? 

The Cuarrman. Proceed. 

Mr. Correr. In that we had these witnesses here from the Kansas 
City office I felt that we should go through both cases with them to 
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avoid duplication, but as I indicated to the chairman and, I think, to 
other members of the committee, there is a further investigation to 
be done on other phases of the Harris case, and it is not ready for pre- 
sentation at this time. 

Senator Kem. You are going to have other witnesses in here right 
away, are you not‘ 

Mr. Correr. When the investigation is completed. 

Senator Kem. I do not quite see why we should take up part. of the 
Harris case now. Why not go ahead with the Harris case, and then 
if you find there is some further investigation that you want to make, 
why make it after we get into it. 

Mr. Correr. If that is the will of the committee. It will be very 
inconclusive. 

The Cuamman. Senator, as you recall, when we met some time ago 
to determine when we would start and what cases we would take up, 
Mr. Cotter stated that with some of these cases we might make a 
start, but the investigation by his staff would not be completed, and 
it was just the idea of making a start and completing it later. 

Senator Kem. Let us go ahead with the Harris case as rapidly 
as we can. 

The Cuatrman. As I understood Mr. Cotter to tell us this morning, 
these witnesses for Midwest could also give testimony on the Harris 
case. We could hear that phase of it at present, and then if he is 
not ready with the other, why, we may have to do that next week, but 
it will be done as soon as possible. 

I am going to suggest this, that when these hearings are completed 
and reé dy to be printed, we are going to try to put all cases together, 
whether they were heard the same day or the following day, so that 
when the transcript is read, we will have each case, that is, all of the 
data on a case, together. 

Senator ANperson. On that Harris case the contract was signed on 
the 24th day of June. 

Mr. Cowan. You have the file there, Senator. The 24th of June. 

Senator ANpEerson. Was the application also made on the 24th day 
of June? 

Mr. Cowan. I do not know. I will look for it. It is dated the 
first day of July. It issigned the 24th of June. 

Senator ANDerson. Would that not be the date it was made? Was 
the financial statement made on the 25th of June after the contract 
had been signed and after the application had been received ? 

Mr. Cowan. It looks like that is correct, sir. 

Senator Taye. Would you say that was good management ? 

You did not know what the financial situation of that company 
was at the time you entered into a contract. 

Mr. Cowan. The 25th of June. 

Senator ANperson. You entered into the contract on the day before 
you got a financial statement from them ? 

Mr. Cowan. I would like to have Miss Parsons explain that. 

Senator Kem. What is the capacity set out in the Harris Grain Co. 
contract ? 

Mr. Cowan. First he offered a million, and then later increased it. 

Senator Kem. What is the contract? 

Mr. Cowan. The first million bushels in the first one. 
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Senator Kem. How much bond did you require ? 

Senator Anperson. $100,000. 

Mr. Cowan. We did not at that time, I think the first bond—— 

Senator Anperson. If it is not $100,000, I can not just read. You 
have got one for $25,000, but that was way later. The first bond was 
$100,000. 

Mr. Cowan. I believe that is right. 

The Cyatmman. That was the million bushels? 

Mr. Cowan. For the million bushels. 

Senator Kem. The Harris Grain was flat storage ? 

Mr. Cowan. Yes. 

Senator Kem. Why did you follow the instructions as to the 
amount of the bond in the case of flat storage for the Harris Grain Co., 
and why did you feel that the same instructions were not applicable 
for flat storage in the case of Midwest ? 

Mr. Cowan. His application was for a million, and we made it 
$100,000, which was exactly the same. 

Senator Kem. You followed your instructions in that case. Why 
did you not follow them in the case of the Midwest Co. ? 

Mr. Cowan. We did. It was 2,000,000 and $200,000. 

Senator Kem. The capacity was 6,000,000 in that case. 

Mr. Cowan. We did not consider that space. 

Senator Kem. That is what the contract said. 

Mr. Cowan. All of those buildings as being what we would put 
in it. I would like again to refer the matter to the director, if you 
do not mind, sir. 

The Caarmman. All right. 

Mr. Correr. Again you finished shipping out the wheat in April, 
early April of 1951, and you received certain notices of shortages 
and deficiencies which created a claim of how many dollars? 

Mr. Cowan. About $350,000 on wheat. 

Mr. Correr. Has Mr. Harris paid all of his storage payments up 
to this time ? 

Mr. Cowan. The storage payments after this one was released ¢ 

Mr. Cotter. After the one in February ? 

Mr. Cowan. For some reason or other our people misunderstood 
the notation and later payments were made. 

Mr. Correr. There is a notation on here, “O. K., 5-451,” and then 
your ledger sheet shows payments. You may have the exact figure, 
but it appears to be somewhere in the neighborhood—— 

Mr. Cowan. Seventy-odd thousand. 

Mr. Correr. Eighty-odd. 

Mr. Cowan. About 79,000, I think, after that. 

Mr. Correr. And over what period, give your dates, approximately, 
of those payments, the inclusive dates—right there on the ledger, sir. 

Senator Arken. May 4th. 

Mr. Correr. May 4th was the “O. K.” in pencil. 

Senator Arken. Did that imply payment in full to that time ? 

Mr. Cowan. I do not see where you refer to the dates here. 

Mr. Correr. You are not familiar with that sheet ¢ 

Mr. Cowan. I do not know. Ido not handle these details. Where 
do you mean the dates of those payments that you see? This is 
merely a running balance. I have got the payments. I have got the 
date of the payments on another document. 
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Vir. COrrTer. Have you not got the dates on that ledger at all? 

Mr. Cowan. The date of these entries‘ Yes, these schedules of dis- 
bursements here, the date. 

Mr. Correr. That is what I am talking about, payments to Harris 
for storage. Begin after May 4, 1951, and give the inclusive dates. 

Mr. Cowan. I have got that in another manner, so that I can under- 
stand it. Ido not see where you are referring to this. 

Well, here on 8—4, there is $28,587.31. 

Mr. Correr. August 4, 1951? 

Mr. Cowan. Yes. 

Mr. Correr. 1951? 

Mr. Cowan. Yes, it would be in 1951. Wait, no, it would be 1950. 
This was—this is 1950 date up here at the top. 

Mr. Correr. You mean the grain was not shipped out in 1951, it 
was shipped out in 1950? 

Mr. Cowan. No. 

Mr. Correr. Were not the storage payments made after the grain 
had been shipped out and you had been put on notice of the loss / 

MreCowan. That is right. 

Mr. Correr. When was the grain shipped out? 

Mr. Cowan. The wheat was completed on April 15. 

Mr. Correr. What year? 

Mr. Cowan. 1951. 

Mr. Correr. When were the payments made? 

Mr. Cowan. Must have been 1951. This indicates 1950 here on 
these payments. I have got this worked up from another sheet. 

Mr. Correr. If you have it in more convenient form, so that we 
can get it, I would like to have the record reflect that. We are going 
to enter that in as an exhibit; that is, these ledger sheets, with these 
stop order flags on them, covering the V. M. Harris Grain Co., 
Neosha, Mo. 

(See exhibit No. 23.) 

Mr. Correr. Do you have it, sir? 

Mr. Cowan. Just a second. I have got it in each commodity sepa- 
rate, because they are made up grain sorghum and wheat. Which do 
you want? 

Mr. Correr. Do you have the aggregate amount that was paid for 
storage to Harris after the time you were put on notice that there 
was going to be a loss in the operation ? 

Mr. Cowan. About $79,000. 

Mr. Correr. And what were the dates—give us the first date and the 
last date that those payments were made, over what period ¢ 

Mr. Cowan. The storage payments were made right down the line 
here on wheat, starting with, you see—I am not familiar with this. 

The Cuarmman. After the wheat was shipped out, is that right? 

Mr. Correr. After the grain was shipped out. 

The Cuarrman. That would be after April. 

Mr. Cowan. It is a little bit difficult to interpret this thing. I did 
not get too much time to study it. 

The Cuarrman. Is there anybody in the room that could give you 
assistance ¢ 


Mr. Cowan. What is it ? 
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The CHAIRMAN. Is there anybody in the room that could give you 
assistance ¢ 

Mr. Cowan. This is, of course, all a matter of record, we reported 
it here to these folks. It started May 10 through June 29, 1951—from 
May 10, 1951, through June 29, 1951. 

Mr. Correr. And that May | is only a very small figure, is it not? 

Mr. Cowan. I do not have it. | cannot locate that breakdown 
here. 

Mr. Correr. The ledger shows in May $963, but the real payments 
do not appear to start until June 5, is that not correct? Do you 
know who called off this stop notice order ? 

Mr. Cowan. We had no idea that it was ealled off. 

Mr. Correr. Is there not a notation, “O. K. now, 54-51" on your 
ledger ¢ 

Mr. Cowan. Yes: I learned about it later. 

Mr. Correr. In your normal procedures would you ship this grain 
out, and from February through April, would there not be all sorts 
of Insp ection reports and loading weights coming through which would 
put you on notice that there was a large quantity shortage and a very 
large quality shortage that was going to result in huge claims on 
this operation ¢ 

Mr. Cowan. On account of the military we were pressing, and this 
grain was going all over the Southwest, some of it to port, some of it 
to Memphis, and the weight certificates were having to come back 
from the various delivery points. There was some delay in getting 
the reports back but, however, we soon knew, of the trouble with the 
wheat, we did not know that these payments were going out until it 
was all over. 

Mr. Correr. Would that not be of serious concern to you in a case 
where you have—— 

Mr. Cowan. It certainly would. 

Mr. Correr. Large shortages of this thing, the first thing you 
would do would be to have a system so that there would be a flag on 
that ¢ 

Mr. Cowan. There was a flag that went on. 

Mr. Correr. There was a flag already on, was there not ¢ 

Mr. Cowan. That is right. 

Mr. Correr. And it was taken off in the face of all of these losses? 

Ir. Cowan. It was not. The flag was not taken off, but some clerks 
for some reason—I think that all comes out in the investigation that 
I do not have— 

Mr. Correr. You mean you do not know now who O. K.'d this? 

Mr. Cowan. It was determined to be the responsibility of Sidney 
Smith in charge of that payments unit, but he, had no recollection of 
why it was put on, as I understand it, and we have not been able to 
solve it. However. we did not know while—we knew before that time 
that there was, would be a more serious deficiency, we had ho idea 

ntil months later that it would be anything like it 1s. 

Mr. Correr. But you did not relate this to your storage payments 
did nothing about stopping that ? 

Mr. Cowan. The storage payments, so far as we knew, were already 


stopped. 
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Mr. Correr. Did you make any effort to determine who wrote t} 
language on this red flag here which has the word “charges” wit 
a question mark, and then “Mr. Smith”? 

Mr. Cowan. The entire fiscal division went into every angle they 
could, but so far as I know we have never developed the reason o: 
found anyone who can recall any reason for that notation being o 
there, sir. 

The Cuatrman. Or who did it? 

Mr. Cowan. Or who did it. 

Mr. Correr. Have you determined the cause of this quantitative 
shortage that appeared when Mr. Harris shipped out his grain out of 
Camp Crowder / 

Mr. Cowan. They are investigating that now, sir, to see if ther 
is any avenue, so far as we can see it, Harris did not ship it. Ther 
would have been, of course, some natural shrink which, in this case, 
he was responsible for. Under his contract we are, naturally, holding 
him for the shortage. 

Mr. Correr. Did he have any scales at Camp Crowder ? 

Mr. Cowan. There was a set of scales there. 

Mr. Correr. Did he employ them, do you know? 

Mr. Cowan. I do not know whether he did his weighing in there 
or not. We held him responsible for the official weights from the 
elevator of origin. 

Mr. Correr. The official weights from origin ? 

Mr. Cowan. To destination. So all of this shipping loss or shrink 
under this agreement would still have been charged to him, becaus 
it was their responsibility in our contract, both with Midwest and 
Harris—if they could not establish official weights at Camp Crowde: 
that would be recognized as official, then they would have t 
responsible for the weights from the shipping points to the final 
destination. It was handled that way in both cases because in | 
emergency we knew there was not at that time official weights esta! 
lished at this Army camp. So we guarded against that by including 
in these contracts that provision. 

Mr. Correr. Does anybody have any further questions? 

Senator ANprerson. Do you know what action was taken on recove! 
ing ¢ 

Mr. Cowan. We are referring the case to the regional attorney 

Senator Anperson. But nothing has been done ? 

Mr. Cowan. Mr. Harris has been to see us. He is still digging 
the records to see whether or not there was any error. He does | 
deny his responsibility but he feels that there was something in thie 
record that has not been cleared up. 

Senator Anperson. He presented the financial statement showing 
that he owns several farms and had heavy bank balances. Was ther 
any effort made pending the outcome of this investigation ? 

Mr. Cowan. We refer that to our regional attorney. 

Senator Anperson. When did you refer it? 

Mr. Cowan. It has been discussed with him, but I do not believ: 
the file has been turned over to him. 

Senator ANnpEerson. You do not know whether it is up there yet 


or not ¢ 
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Mr. Cowan. I do not know the complete story. They have been 
lown there and discussed it with their attorneys and gone over the 
ise. | was not in on the last conference. When Mr. Harris was in 
some 2 or 3 weeks ago I was out. Mr. Smith was in on it. 

Senator ANperson. Were there any delays in filling orders in con- 
ection with this? 

Mr. Cowan. There were car delays at certain times. But so far 
is | know—— 

Senator ANperson. We have had a witness in from Dallas with 
reference to loading orders. Were there any plans issued for loading 

orders with respect to t he 30-day delays when they were not filled ? 

Mr. Cowan. Not in these cases because the military was pressing 
us all the time. We were in daily touch with the military, we were 
ordering cars and contacting railroads to get cars in. So I do not 
think that there has been any delay in the emptying of this Crowder 
place by either Company. Now. there have been instances, Senator, 
where we felt that there was some delay, but not in these instances 
mere, 

Senator Anprerson. Now, in this particular instance you seem to 

ive required the right size of bonds. You seem to have asked for 
additional bonds just as soon as the extra quantity of grain got in there 
that required it. Was there anything different between this case and 

the Midwest case / 

Mr. Cowan. No, sit 

Senator ANprerson. Was there any reason why you should have 
cted differently toward it 
‘Mr. Cowan. I do not think that we did except with respect to this 
hal cial statement because we required bond of SLOO.0O00, and increased 
t, just as we said we would, and outside of the financial statement I 

do not think that there was any difference. 

Senator ANperson. In fixing up this audit to the General Account 
ng Office have they talked to you about the payment of bonuses or 

the purchase of Mr. Lloyd’s part of this contract, and so forth ¢ 

Mr. Cowan. No. 

Senator ANprerson. Were you familiar with the fact that one of the 
people named Lloyd had a partnership contract whereby he was to 

receive a percentage of the profits because he had ridden by an airport 
out in some other place in Kansas? 

Mr. Cowan. I do not remember. 

Senator Anperson. And told this man it might be a good—— 

Mr. Cowan. Mr. Lloyd does not ring a bell with me. 

Senator ANnperson. That is part of the charge-off that the Harris 
Company claims as the reason why they did not make any money out 
of these things. They paid a bonus to a bookkeeper in another city 
entirely and charged it up to the Camp Crowder operation to show 

it there was not any money made down there. I just wondered if 

it had been discussed with you. 

Mr. Cowan. No: it has not. 

Senator ANDERSON. | see no reason why it should. I merely wanted 

isk you while you were in here. 

Mr. Cowan. I cannot get anything from what you are talking 
out. Ido not get the drift. 

Senator Anperson. I can help your drift because they say it is 
ted in the audit as a $5,000 bonus and then the payment of $2,526 
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toa man named Lloyd, who was apparently a chief of police at Scott 
City, Kans., and he used the money to pay off a note of one of the othe: 
partners in this venture to Mr. Harris. He got it because he called 
the attention of Mr. Harris to an airport hangar at Independence, 
Kans.—not Independence, Mo. 

Senator Aiken. You say $2,526? 

Senator ANbDERSON. $2,526. 

Senator Arken. Why wouldn't it be just $2,500 or $2,600 ¢ 

Senator Anperson. There is a matter of pigs in here, all through 
this, about keeping pigs and feeding them. 

Senator Aiken. Was it not a percentage payment ¢ 

Senator ANperson. He was to get 20 percent of the profit, but he sold 
out for $2,526, which represented $1,500 in cash and a note which he 
owed to Mr. Harris for part of the balance, with $216 of which he 
purchased 18 pigs to which they were feeding bad grain out of then 
storage place. 

Mr. Cowan. I am sorry, Senator, but I cannot give you a bit of 
information on it. 

Senator Anperson. I do not claim that you should be able to. | 
do not think that you should be able to. I just wondered whether you 
were able to. 

The Cuarrman Are there any further questions ¢ 

Senator Kem. Yes; I have some questions, Mr. Chairman. 

The CuarrmMan,. Senator Kem. 

Senator Kem. Mr. Cowan, will you tell us in detail about the nego 
tiations which resulted in the Commodity Credit Corporation’s firm 
commitment to store a minimum of 2 million bushels with the Midwest 
Company ¢ 

Mr. Cowan. I would like to defer that to Mr. Walton. I think 
that he had the greater participation in the negotiations. 

Senator Kem. Tell us what you knew about it and then he can tell! 
us what he knows about it. 

Mr. Cowan. As I recall it, after they had had a discussion with 
Mr. Walton’s office, I was present at part of it, in and out, and a number 
of other things, Mr. Walton asked me what I thought about making 
that 2 million, and I said at the time, “Certainly I would prefer a lot 
of these fellows”—some of them, not a lot of them, some of them we 
can show them that it is a little smaller operation where we have graii 
coming, and there is no doubt about it. So naturally I would prefer 
not to have to make a commitment but we had it with some others, 
and he indicated that they did not feel with that size operation the) 
could break even, and that was about a minimum amount. 

So considering the pressure for storage, I agreed fully with him, if 
that was what it took to get the thing taken care of, we had a need for 
much more storage, and we certainly were not obligating the Govern 
ment beyond its immediate needs. But naturally on any of these, 
Senator, we would have preferred, I think, as you would, to have 
gotten the best deal we could and not agree to take any more than 
necessary. 

Senator Kem. Was any of this pressure that you referred to of a 
political character / 

Mr. Cowan. No. sir: it was not: not as far as T was concerned. 

Senator Kem. Now, had the Kansas City office ever made a firm 
commitment and agreement of this kind before ? 


Mr. Cowan. Yes. 
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Senator Kem. In what case / 

Mr. Cowan. There is one. You asked at Kans s City, did you not ¢ 

Senator Kem. At the Kansas City office. 

Mr. Cowan. I think that there are three that I know of where we 

ade a firm commitment in VW riting. 

Senator Kem. Will you tell us where they were / 

Mr. Cowan. Two at Hutchinson, Kans.. and this one. 

Senator Kem. Now, who were the principals in the deals at Hute! 
nson, Kans. ‘ 

Mr. Cowan. The Hutchinson Warehousing Co. was one, and the 
Industrial Storage Co. was the other. 

senator Ky uw. Who were the owners of these properties, and with 


vhom did you negotiate ¢ 

Mr. Cowan. That isa Navy facility. 

Senator Kem. But with whom did you negotiate ¢ 

Mr. COWAN. We evotiated with a man by the name of Thurston at 
the Hutchinson warehouse and on the other a man named Harry 
Surface. who was doing business as the Industrial Storage Co. 

senator Ky u. Who else was interested in these deals / 

Mr. Cowan. Thurston, as far as I know, in that firm, was the only 
one that ever talked to me, and on the Industrial Storage. so far as 
the contract, Mr. Surface is the only one—and a man named Betton, 
I believe. Mr. Carl Rice did act as his attorney when the first con- 
tract, I think, was made. 

Senator Kem. Now, for the purpose of the record, will you identify 
Carl Rice? 

Mr. Cowan. Being a Kansan, I think that I can. When we first 
ume to Kansas ¢ Ity he was the attorney for the REC. He is 
business, I understand, in Kansas City, Kans. I do not know him 

vell but I know who he is. 

senator Ki M. What party position cdloes he hold and did he hold 
at that time? 

Mr. COowaAN. I think he was a Democratic National committeeman 
it that time. 

Senator Kem. From Kansas / 

Mr. C‘OWAN. From Kansas. 

Senator Kem. Would it be fair to say that he is the most prominent 

un in that party in the State of Kansas / 

Mr. Cowan, | am sure | do not know. I have been too busy to 
know much about him. , 

Senator Ky M. Was Carl] Rice interested in both of these Hutchinson 
deals in which you made a firm commitment ¢ 

Mr. Cowan. I do not understand that he was interested in either. 
Senator, but I never knew that he had any connection with the Thurs- 
ton situation. 

Senator Kem. But he did negotiate the other one? 

Mr. Cowan. No: I would not say he negotiated it. But he discussed 
the matter early regarding this facility at Hutchinson 

Senator Ky M. Did he represent any of the part ies in the other case / 

Mr. Cowan. Not to my knowledge. 

Senator Kem. Which one was the first? The one that Carl Rice 
was Interested in or the one that vou sav vou do not know whether 
he was interested In or not? ry 
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Mr. Cowan. We went into the Industrial purchase, the one with 
Harry Surface. 

Senator Kem. Is that the one that Carl Rice was interested in? 

Mr. Cowan. Yes; but I do not recall. The other man might have 
been first. 

Senator Kem. You say there was one deal handled in the Kansas 
City office ¢ 

Mr. Cowan. No. They were separate deals entirely, those two—— 

Senator Kem. Any others / 

Mr. Cowan. Not that I recall. There were in other areas, Senator 
Kem. 

Senator Kem. In the Kansas City office up until this time had you 
had any firm commitments ? 

Mr. Cowan. Not prior to those three that I referred to. 

Senator Kem. Up to the date of the Midwest contract, had you 
made any firm commitments ? 

Mr. Cowan. I do not remember which of those were first. I do not 
know which came first, Senator, right now, because I do not have the 
dates on those Hutchinson ones at all. 

Senator Kem. You have no recollection as to which of those deals 
came first / 

Mr. Cowan. No. I would like to ask Mr. Walton. 

Senator Kem. The point that I had in mind was, at the time you 
made the Midwest contract was there any precedent in that office for 
a firm commitment in a contract of this kind? 

Mr. Cowan. Did we go into Industrial the same year? 

The Cuairman. Mr. Cowan, if you do not know, say so. That is 
all you can do. 

Mr. Cowan. I do not know. 

Senator Kem. Will you find out about that for us? 

Mr. Cowan. When do you want to know? 

Senator Kem. During the hearing here. 

Mr. Cowan. If you will ask Mr. Walton I believe he can tell you. 

Senator Kem. Then am I to understand that with the exception of 
the Midwest contract there were no other firm commitments made in 
contracts of this type in the Kansas City oflice except the two at 
Hutchinson to which you have referred ? 

Mr. Cowan. Those are all that I can recollect. Now, in searching 
the files, there could be others that I have overlooked. 

Senator Kem. About how many storage agreements were cleared 
through the Kansas City office of the Commodity Credit Corporation ¢ 

Mr. Cowan. I suppose 2,600 or 2,800, including small elevators. 

Senator Kem. And out of the 2,600 or 2,800 the only ones in which 
you made firm commitments were the Midwest and the two at 
Hutchinson; is that right? 

Mr. Cowan. Of course, in the case of those 2,600 or 2,800 there is 
no comparison of size to this operation, Senator. 

Senator Kem. I failed to make myself clear. With the exception 
of the two at Hutchinson and the Midwest were there any other firm 
commitments in the entire 2,600 ? 

Mr. Cowan. Not that I recall, but I would like to reserve the right 
to search the files to see if there were any others, but not that I recall. 

Senator Kem. Will you describe the negotiations which led up to 
Midwest’s agreement to store up to 6,000,000 bushels for the Com- 
modity Credit Corporation ¢ 
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Mr. Cowan. We did not agree to store 6,000,000. ‘Two million. 

Senator Kem. No. Isn’t it in the contract that the Midwest on 
its part agreed to accept 6,000,000 bushels ¢ 

Mr. Cowan. They indicated that they had 

Senator Kem. Will you let me have the contract ? 

Mr. Cowan. They indicated that they had buildings but we did not 
agree to fill them all. 

Senator Kem. Let me have the contract, please. My recollection 
is that that is provided specifically and definitely in the contract. 

Mr. Cowan. That we will store 6,000,000 ? 

Senator Kem. That is my recollection. 

Mr. Cowan. We don’t have that commitment. 

Senator Kem. That Midwest will accept 6,000,000 ? 

Mr. Cowan. Yes; that is right. I agree that they thought we would 
accept it. 

Senator Kem. Will you describe the negotiations that led up to 
the Midwest’s firm agreement to accept 6,000,000 ¢ 

Mr. Cowan. I believe 1 have gone over that. 

The Cuarman. I thought he had, too, Senator. Do you want him 
to go over it again ¢ 

Senator Kem. No. 

The CuarrMan. He spoke about a telephone conversation. 

Senator Kem. I followed the testimony rather carefully and I am 
asking him for negotiations, his recollection of the negotiations that 
led up to the incorporation of that provision in the contract. Now, 
f he has testified about that, I do not recall it. 

Mr. Cowan. I repeat that my recollection is that Mr. Myers called 
me and I undoubtedly asked him to send us a letter indicating what 
space he had, which was the customary thing in all cases, and he 
wrote the letter, which you have. Then when he came in I believe 
that Mr. Walton, probably the first time that he ever really came in 
with Mr. Stark and the others—I think the conference was held in 
Mr. Walton’s office, and that is why I was asking Mr. Walton if he 
could pick up there, and have him discuss that with you because I 
hink he has more of the details, because I think that he and Mr. Hall 
handled more of the details of the discussion than I did after they 
came over and started talking about what they had and how soon 

ey could operate, and what they could do. And I would like to tell 
ou that I would prefer that, because I believe that the information 
vould be more complete to you, sir. 

Senator Kem. All right. Then I would like to ask you this: In 

ew of the fact that you say you were pressed for storage for grain 
t that time, the fact that the Midwest Company was making a firm 
ommitment to accept 6,000,000 bushels was an important factor in 
the situation, was it not? 

Mr. Cowan. Well, yes. Any amount that was offered was im 
portant. But certainly the position and the type of storage always 
s the controlling factor in what we finally order in. If we had gotten 
pressed hard enough we probably would have put some more grain 





n. 

Senator Kr mM. Did the Midwest Co. have sufficient capacity to ful- 
fill its commitment of 6,000,000 ? 

Mr. Cowan. It would be pretty hard to figure all those buildings 
ind what grain you could get in them because there were hundreds 
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of them. I presume that the footage there is ample. It would be 
pretty hard— 

Senator Kem. Is there any reason to think it was not ample ¢ 

Mr. Cowan. No. I suppose that they could probably get additiona| 
buildings after they were able to contract for some on a footage basis 
My assumption was that probably they were sitting there and begging 
for somebody to put something in them. 

Senator Kem. In your negotiations was it suggested that the regu 
lations requiring a bond of 10 cents per bushel times the capacity be 
incorporated in the contract ¢ 

Mr. Cowan. I do not recall any discussion on that, sir. 

Senator Kem. Was it at any time considered that the regulations 
would be followed and then was that rejected in favor of a smaller 
bond ¢ 

Mr. Cowan. I do not think so because we follow that same policy 
with the others. 

Senator Kem. You based the Harris bond on the capacity ¢ 

Mr. Cowan. We based the Harris bond exactly the same way. We 
took 1 million first and required a $100,000 bond, and we increased it 
later. 

Senator Kem. There is no firm guaranty in there ? 

Mr. Cowan. You mean of his offer / 

Senator Kem. Yes. 

Mr. Cowan. I presume that is right. 

Senator Kem. Now, what investigation did you make of the 
financial responsibility of the Midwest Co. ¢ 

Mr. Cowan. I did not make any personal investigation. I had no 
doubt as to John Stark’s financial ability. I do not know Myers very 
well, but I had understood that he was a grain operator of both Kan 
sas City and Chicago, and while I did not know much about it at 
that time, everybody that I talked to indicated without my asking it— 
because there were a number of fellows that we talked to about these 
various places—that I did not think there was any doubt but what 
there was financial stability in them. 

Senator Kem. You did not require any guaranty of the contract 
by John Stark, did you / 

Mr. Cowan. No. It was in a group and we talked to all of them 
in a group. 

Senator Kem. When you dealt with the Harris Grain Co. you were 
dealing with a partnership ¢ 

Mr. Cowan. That is right. 

Senator Kem. You knew at that time that all of the partners were 
individually and severally and jointly lable for the undertaking of 
the partnership, did you not ? 

Mr. Cowan. Yes, sir. 

Senator Kem. And did you not know that under the Missouri law 
it was only the corporation that could be required to respond to the 
corporation's contract ¢ 

Mr. Cowan. Yes, sir. 

Senator Kem. What investigation, if any, did you make of the 
financial responsibility of the Midwest Co. would be respond to this 
contract / 

Mr. Cowan. I do not believe that any was made by me personally. 

Senator Kem. Was any made under your direction / 
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Mr. Cowan. No. I did not direct anybody to make any. 

Senator Kem. Do you consider that good business ¢ 

Mr. Cowan. I did not consider that it was my position to direct it, 
sir. 

Senator Kem. And you believe, you say, no financial statement was 
filed ? 

Senator Munpr. May I say this: I believe you said, Mr. Cowan, that 
vou knew Mr. Myers had been engaged in the grain storage business 
in different localities. Do you remember which localities / 

Mr. Cowan. It seemed to me that someone told me at Bosworth, 
Mo.. and I understood that there was one at Sterling, Kans. I knew 
that he had membership on the board both in Kansas City and in 
Chicago, and I did not go into it any further. 

Senator Munpr. Will you explain what Comptroller General Lind- 
say Warren had in mind when he reported to the committee, and | 
read from his repo 

Mr. Myers has not been connected with any business that operated grain 
storage elevators prior to 1949. 

Mr. Cowan. If that is true, I had the wrong impression from just 
talking with different members of the grain trade. 

Senator Anperson. Mr. Myers is the man that wrote you the letter, 
is he not? 

Mr. Cowan. Yes, sir. 

Senator Kem. Did he tell you at that time that he had had ex- 
perience in grain storage ¢ 

Mr. Cowan. I do not recall whether he did or not, sir. 

Senator Kem. Who told you that ? 

Mr. Cowan. I do not know. I think probably it may have been 
John Stark, but I do not reeall. I cannot recall. 

Senator Kem. Who told you about Mr. Myers’ operations at Ster- 
ling, Kans., and Bosworth, Mo? 

Mr. Cowan. I cannot recall who told me. It was a discussion in 
a group that came up. 

Senator Kem. Did he tell you that he had been interested in those 
operations prior to the date of the Midwest contract 

Mr. Cowan. Yes, he indicated that he had been interested prior, 
but I did not get any dates on it, sir. 

Senator Anperson. Actually, was not his business the coin machine 
business in Kansas City? 

Mr. Cowan. I did not know that he was in any such business until 
this newspaper report came out. 

Senator Anperson. I think that there was a speech made on the 
floor of the Senate in which they referred to the fact that he had an 
income tax difficulty running some $675,000. Was that the reason 
why you thought he had substantial financial worth ¢ 

Mr. Cowan. I am talking about 2 years ago. 

Senator Anprrson. I am talking about two years ago. This covers 
the years of 1942 to 1946. 

Mr. Cowan. But I did not know anything about it then, I am sure. 
I had never heard anything about it. 

Senator Anperson. I am trying to find out how much you went 
nto his record and his reputation. His business was primarily the 
running of coin machines in Kansas City. 
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Mr. Cowan. I did not know that. 

Senator Anperson. That is not ordinarily connected with agri- 
cultural pursuits, is it? 

Mr. Cowan. No. 

At the time that this happened, I had no knowledge of any business 
that Mr. Myers was in except the grain business on the board of trade. 
Senator Anperson. He wanted to take $250,000,000 worth of Gov 
ernment property and store it for the Government. Now what would 
your first obligation be to a man like that? Would you not look into 

what his business was? 

Mr. Cowan. If you were talking about Mr. Stark and the other 
man—— 

Senator Anpgerson. But Mr. Stark never showed his hand when 
you had the letter from Mr. Myers? 

Mr. Cowan. The first discussion that there ever was about this 
indicated Mr. Stark would be in a group. 

Senator Anperson. And yet your testimony this morning was that 
the first conversation would be with Mr. Myers. 

Mr. Cowan. That is true. 

Senator Anperson. In that conversation, did he mention Mr. Stark’ 

Mr. Cowan. I do not know whether he did in the first one, but the 
first time he ever came over there—— 

Senator Anperson. In his letter, did he mention Mr. Stark? 

Mr. Cowan. No, he did not, in the letter. 

Senator Anperson. Did he mention Paul Edwards? 

Mr. Cowan. No. 

Senator Anperson. Who was Paul Edwards? 

Mr. Cowan. I do not know. I would not know Paul Edwards 
if I saw him. 

Senator Anperson. If he was the custodian at Camp Crowder, you 
would know who he was? 

Mr. Cowan. Maybe he was, after that. But I did not know that 
he was to be the custodian. 

Senator Anperson. And he was to be a stockholder in this venture, 
was he not ? 

Mr. Cowan. I do not know. 

Senator Anperson. The original application is signed by Mr. Nee. 
It was not signed by Mr. Stark, was it? If you want to look at it to 
refresh your memory, you will find that Mr. Nee is on it, and not Mr. 
Stark. Mr. Myers telephoned you; Mr. Nee signs the agreement, o1 
the application, with you. Mr. Edwards is down at Camp Crowder, 
and can point out the buildings, on the Government payroll. He is a 
stockholder. But you never heard of Mr. Stark until you got into it, 
then, I take it ? 

Mr. Cowan. I knew Mr. Stark was in the company before the at 
rangements were completed. 

Senator Anperson. All right. Now, then, will you tell us at what 
time you knew Mr. Stark was in the company ? 

Mr. Cowan. Senator, I cannot remember the date. 

Senator Munpr. Mr. Cowan, would you try to think of it? Was i 
told to you that this slot machine operator was in the business ? 

Mr. Cowan. I did not know anything about it until the last six 
months. 
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Senator Munpr. You told the committee that you were led to be- 
lieve that he was in the grain business. I pointed out that the Comp- 
troller General said he was not. I am trying to find out who it was 
that misled you, Mr. Myers himself, or somebody else. 

Mr. Cowan. I think Mr. Myers had called our office on matters re 
garding the loan program to ask questions, as many board of trade 
members do. He handled grain over there. And while I did not 
know him personally, I did not know of him as anything but a grain 
man. 

Senator Munpr. You knew him before, you say ? 

Mr. Cowan. Not personally. But we have a full list of commis 
sion men in Kansas City, and when there is grain to be sold out, the 
head of our Department spreads it out among the commission firms. 

Senator Munpr. Are you a member of some commission firm ‘ 

Mr. Cowan. No, sir. 

Senator Kem. You say, Mr. Cowan, that Mr. Easley was the man 
ager of the operation / 

Mr. Cowan. That is what I understood, that he was going to be the 
resident down there. 

Senator Kem. Had he had any previous experience in the grain 
business ¢ 

Mr. Cowan. I do not know. 

Senator Kem. Do you know of any? 

Mr. Cowan. No, I do not. 

Senator Kem. Do you not know that he has been a banker and an 
insurance man and an office holder for many years ¢ 

Mr. Cowan. I did not know at the time. I have read the papers, 
as everyone else has now, recently, and know something more about 
all these gentlemen. 

Senator Kem. You did not make any investigation about that / 

Mr. Cowan. No, because, it was indicated that Mr. Stark would be 
back and forth with the over-all management and the know-how of 
grain handling and they indicated that they would have inspectors 
in there from the Missouri Inspection Department. 

Senator Kem. Would you consider that on the date you entered 
into this contract with Midwest, Midwest was a usual or customary 
channel, facility, or arrangement of trade and commerce in the ware- 
housing of commodities ? 

Mr. Cowan. I understand that they had not been, as a corporation, 
storing grain, but I certainly considered that they were men who had 
the know-how and the experience, probably, to a greater degree than 
many of the other men that we were forced to deal with. 

Senator Kem. You say “men.” You have only testified that one 
had any previous experience, as far as you know? 

Mr. Cowan. I thought that Mr. Myers—I certainly had every rea- 
son to think that Mr. Myers and Mr. Stark, both, were experienced 
grain men. 

Senator Kem. In the storage of grain ? 

Mr. Cowan. Yes, sir. 

Senator Kem. Is that what is meant by “the usual and customary 
channel, facility, or arrangement of trade and commerce in the ware- 
housing of commodities?” Doesn’t that refer to a concern already 
engaged in that business ? 
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Mr. Cowan. I consider they were engaged in that business. Ce1 
tainly as a company, they were experienced men in the business. 

Senator Kem. As a company, they had not had any experience at 
all, because they were formed 3 days before your contract. 

Mr. Cowan. I mean the individuals that made up the company. 
[ certainly had reason to think that they had the know-how. 

Senator Kem. What facilities besides the Camp Crowder facilities 
that they were acquiring at that time did you understand that the 
Midwest Co. had ever operated ¢ 

Mr. Cowan. I did not understand that they had operated any other, 
that is, that group of individuals. 

Senator Kem. Did you ever understand that they had or operated 
any channel or any arrangement of trade and commerce in the ware 
housing of this commodity ¢ 

Mr. Cowan. Not as that corporation, no, but as individuals | 
thought they had had experience. 

Senator Kem. One of them: is that right / 

Mr. Cowan. Mr. Myers, in the general grain business, and Mr. 
Stark 

Senator Kem. Yes. But there is a difference between being a 
member of the board of trade and doing a commission business and 
being engaged in the storage of the actual commodity, is there not? 
[s there not a drastic difference in those two occupations / 

Mr. Cowan. I think so, although I think that most of those Board 
members have a pretty good knowledge of the storage and all types 
of merchandising. Iam nota grain man myself. 

Senator Kem. Would you say that the Midwest Co. was a custom 
ary channel or facility in this trade ¢ 

Mr. Cowan. You mean, that they had been prior to this time / 

Senator Kem. Yes. 

Mr. Cowan. No, | would not say that they had been, prior to this. 

Senator Kem. Would you say that they were a usual channel, 
facility or arrangement of trade / 

*'r. Cowan. I think, considering their personnel, they were well 
equ.pped to do the work that we wanted done. 

Senator Kem. Considering their personnel? I thought you said 
that with the exception of Mr. Stark, the only one that you knew of 
that had ever been in this business of storing grain was he? 

Mr. Cowan. I think Mr. Stark and Mr. Myers—I certainly would 
have considered them capable of hiring whatever help they needed to 
have conducted a successful grain business of any kind. 

Senator Aiken. Mr. Chairman, I would just like to ask two or three 





questions. 

The CuarrMan. Senator Aiken. 

Senator Arken. Mr. Cowan, you say that you knew Mr. Myers as 
a successful businessman / 

Mr. Cowan. I just knew him as a grain man. I did not have any 
reason to think that he was not successtul, 

Senator Arken. Did you know Mr. Dan Nee? 

Mr. Cowan. I did not know Mr. Nee at all, or know who he was 
until he came into Mr. Walton’s office with these men. 

Senator A1rken. What was his business ? 

Mr. Cowan. Sir? 
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Senator ArkEN. Mr. Dan Nee’s business ? 

Mr. COWAN. He is an attorney. 

Senator A1KkEN. Had he at one time been collector of internal reve 
nue for the western district ? 

Mr. Cowan. I did not know at that time, but I understand that he 

id been. 

Senator A1keN. You understand that now ? 

Mr. Cowan. Yes. 

senator AIKI N. Did you know at the time that there Was outstand 
ng a proposed income tax assessment, including pel alties, agal 
Mr. Myers amounting to $675,000 4 

Mr. Cowan. No, sir: I did not. 

Senator AIKEN. And you did not know that Mr. Nee was acting 


as his attorney in this matter of the income tax assessment ? 


Mr. Cowan. I had no knowledge of it, Senator. 

Senator Arkey. You had no knowledge at the time ! 

Mr. Cowan. No, sir. 

senator AIK! N. \\ ould you have found out something about if had 


vou asked for a financial statement of the Midwest Co. and its 


partners ¢ 


I 


Mr. Cowan. I doubt very much if I would have. 

Senator AIKEN. if you had found that Mr. Mvers had a S675.000 
nceome tax assessment against him, would you have had as much co. 
idence 1n his finan i! responsibility as you seem to have had ? 

Mr. Cowan. I rather doubt it. , 

Senator Munpr. You are not sure? 

senator AITKEN. It seems reasonable. 

Senator ANDERSON Phat is why it Was a pretty vood reason not 


tO ASK for nnancial tatements / 


; 


senator AIKEN. Mi ( ha mii | t| nk t} it this is col sidera \ 
neve lved, if mv intormatior s correct, that Nir. NMivers’ neome tax 
sessment. as Iw stand it. ran from 1942 to 1946, during wh 

i there was accumulated about S6O75.000 1h) alleged unpaid taxes, 
Mr. Nee, it appears, was collector ot internal revenue Tor thr 
estern district of Missouri for these 5 years that Mr. Myers got 

ivrears on his mecome tax pavi 1wenits, and then he he: ame Nin 


Myers’ attorney. 


It eems to me that ft 1s rather surprisi a that news dl cd not ret 
ised around in Kansas City and into the Commodity Credit offic 
Mr. Cowan. I assure you— 


senator AIK} N. We are getting a lot of col cide Ces today. Nh; 


( urman.,. It is also a coincidence that this case happened to be 
most the only one where a financial statement was not requested ot 
corporation which was getting a contract with the Commodity 

Credit Corporation [ think perhaps counsel might explore that 

-ituation a little bit. 

Mr. Cowan. Would you consent, Senator, to asking the director, 

ho was the director at the time, something about that, so that he 

ild add more to it than I could? 

Senator A1rKEN. I have not asked many questions today. I would 
rather ask direct questions and get direct answers. 1] would be pel 
fectly willing to ask Mr. Walton as soon as it is in order to do so. 

The Crairman. Very well, Mr. Cotter. Have you any further 
questions / 
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Mr. Correr. While we had Mr. Cowan here, I wanted to quest 
him generally about what the situation was in the Kansas City off 
with respect: to shortage cases. 

Mr. Cowan. We do have a number of shortage cases. 

Mr. Correr. How were they developed, Mr. Cowan ¢ 

Mr. Cowan. Most of them were developed by ourselves, by eitl. 
going out, indicating a slowness of loading—some of our own lx 
picked some up, and then the Audit Division took some unship)» 
balances and made a spot check. I think that there were no larg 
ones, but they picked up one or two there. 

Mr. Correr. Did not your Audit Division make an audit o1 
certain number of cases out there? 

Mr. Cowan. That is what I mean. 

Mr. Correr. Your own auditors? 

Mr. Cowan. Yes, our own PMA auditors. 

Mr. Correr. And how many cases did they set out to audit? 

Mr. Cowan. I do not know how many. 

Mr. Correr. How many did they set out to audit? 

Mr. Cowan. No; I do not know how many they set out to audit 

Mr. Correr. Do you know how many they have audited today! 

Mr. Cowan. No; I do not know how many they have audited out 
completely. You mean a complete audit? 

Mr. Correr. No; just a shortage position audit. 

Mr. Cowan. I do not know. But I should say eight or ten 
our area, 

Mr. Correr. I understood that it was 16. Maybe I am incorrect 

Mr. Cowan. That may be correct. 

Mr. Correr. Do you know how many shortages they have disco, 
ered out of that 16? 

Mr. Cowan. The audits? 

Mr. Correr. Yes. 

Mr. Cowan. I cannot give you the answer here, but it can b 
developed for you. 

Mr. Correr. There were some substantial shortages developed / 

Mr. Cowan. Yes, there have been. Of course, the major ones have 
come in other methods where we're beginning to get alarmed about 
slow shipments. 

Mr. Correr. How many major shortages do you have? 

Mr. Cowan. I imagine we have 15 or 20. I do not know what you 
would call major, but we call them that. 

Senator Aiken. What is “major”? 

Mr. Cowan. There are a lot of conditions that go into a major 
shortage. Some of those shortages, the chances for recovery are 
good, and others smaller shortages, we get into and find that there 
is not too much there, which might make greater loss than a large one. 

Mr. Correr. You mean in a $1 million operation, you would not 
consider a $10,000 shortage considerable? 

Mr. Cowan. Serious, as far as collection is concerned. 

Mr. Correr. What do you consider as major? 

Mr. Cowan. We think that anything where there is liable to be a 
loss of the commodity is serious, sir. 

Senator Anperson. Only where there is probability of loss, is it 


serious ¢ 
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Vir. Cowan. Loss or any kind of breach of contract. Senator. 

Senator ANpEersoNn. Isn't the Tanner case one that was in your area / 

Mr. Cowan. No. The shortage was in Gallup, N. Mex., in another 
area. But a few of the loan beans were in the Colorado area. But 
ctually, it is in another area. 

Senator Anperson. This man’s office was at Cortez, Colo. / 

Mr. Cowan. That is correct. But his main storage space was in 
the other area, and that is where the shortage developed. 

Senator ANDERSON. Now, that ran nearly to $1 million, did it? 

Mr. Cowan. That is right, based on the price of the beans, the 
current price of beans at the time that apparently he was taking 
them, and that is what it was set up on. Of course, if the beans were 
there today, those 1948 beans, if they were there today, then that loss 
to the Corporation would be much less than half of that, because out 
of those 1948 beans, Commodity Credit has sold a lot at $3 and $4. 

Senator Anperson. But if those 1948 beans were there today, you 
would still expect to be fired out of your job? There would not be 
any reason for those 1948 beans to be there today ¢ 

Mr. Cowan. We are still selling some of the 1948 beans. We still 
have some to sell, Senator. I may be fired from my job, but when 
it comes to beans—— 

Senator ANpERSON. Wasn't there a little shortage of them for a 
while ? 

Mr. Cowan. How is that? 

Senator ANpEerson. Wasn’t there a shortage of them for a while? 

Mr. Cowan. Not too much now. We have lots of them. If any- 
body wants to buy them, we are cleaning the 1948’s up as fast as we 
ean, and the 1949’s, but the law will not let us put the product on 
the market as long as the current price is not more than 105 percent 
of parity plus carrying charges. We cannot help carrying those 
surpluses that I know of, unless you fellows will help us do some- 
thing about it. 

Senator Anperson. You regard the Tanner case as serious, do 
vou! 

Mr. Cowan. Yes, sir; very serious. 

Senator AnpErson. Was that developed by P. M. A. or its audits 
section ? 

Mr. Cowan. No. 

Senator Anperson. Or was it developed by a person not con- 
nected in any way with the Department of Agriculture or the United 
States Warehouse? 

Mr. Cowan. No. I think that there was some indication of short- 
age by the United States Department of Agriculture. But I think 
that the Dallas inspector—actually, we heard about the shortage when 
he had checked them up and found them short. Now, the United 
States Warehouse inspectors had indicated that they thought there 
might be some shortage. 

Senator Anperson. They told the Dallas office to look. But it 
was the warehouse people, and not the Department of Agriculture? 

Mr. Cowan. I do not know which one. 

Che CuarrmMan. I wonder if we could not restrict these questions 
io this man’s area. We are going to hear all about the Dallas area, 
Senator Anderson. 
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Senator Anprerson. They said they could not testify in the Tanner 
case, because it was in the Kansas City area. So 1 am perfectly wil! 
ing now to have it transplanted back to the Dallas area. 

Mr. Cowan. I will explain that. 

Senator Anperson. Dallas could not explain it because it was i: 
your area. Now it goes back to Dallas because it is in their area. 

Mr. Cowan. I will be glad to tell you all I know about it. 

Senator ANDERSON. No. 

Mr. Correr. Mr. Cowan, what procedures do you have for handling 
these shortage cases with respect to referring them to criminal pros 
cution 4 

Mr. Cowan. The Commodity office makes referral to the regiona 
attorneys of the Department of Agriculture when it appears that lit 
gation, either civil or criminal, is appropriate. 

Mr. Correr. How long have you been doing that ¢ 

Mr. Cowan. A long time. 

Mr. Corrrer. Do you mean you refer all shortage cases to you 
solicitor ? 

Mr. Cowan. As soon as it can be determined that there are short 
oges involved which cannot be explained as due to shrinkage or other 
normal causes. 

Mr. Correr. What is your test as to whether a conversion rea] 
occurs or whether a theft really occurs ¢ 

Mr. Cowan. When the warehouseman is short. 

Mr. Correr. When he is short ? 

Mr. Cowan. When he is short enough in amount and there ts 
explanation for it. 

Mr. Correr. When he cannot pay up‘? 

Mr. Cowan. Not necessarily. When he cannot pay up, we ar 
always very « ireful to indicate that the paviment of the shortage dloes 
not necessarily wipe out any possibility that the Department 
Justice may prosecute. 

Mr. COTTER. Have you referred Cases where there was a shortage 
and there was a subsequent settlement have there been cases vo 
referred for some criminal prosecution or referred to the solicitor. 
and you know that they were referred for criminal prosecution ‘ 

Mr. Cowan. No. We do not refer for criminal prosecution. 

Mr. Correr. Do you not make a recommendation ¢ 

Mr. Cowan. If we are asked to make a recommendation, ves, v 
do, in certain cases. We make a recommendation. 

Mr. Correr. What do you say when you refer it to the solicitor 

Mr. Cowan. For whatever legal action or otherwise that you may 
determine. 

Mr. COTTER. Has there been any change in your procedures in the 
last several months with respect to the way you handle cases‘ 

Mr. Cowan. Yes. The regional attorneys can refer directly t 
the United States attorneys, I believe, without first referring the case 
to Washington. 

Mr. Correr. Have your instructions changed any with respect to 
referring these shortage cases to your regional attorneys ¢ 

Mr. Cowan. I do not think that they have changed. 

Mr. Correr. As soon as you had any shortage, you referred it oth 
cially to your regional attorneys? 
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Vir. COWAN. I do not know what you calla shortage. You mean a 
conversion case, or just a claim for settlement ¢ 

Mr. Correr. How do you determine whether it is a conversion or 
a shortage case ¢ 

Mr. Cowan. Usually, sir, if it is just a loading order settlement, 
we just make demand for payment. 

Mr. Correr. I am not talking about some nominal shortage. I 
am talking about a substantial shortage. Does it not require very 
exhaustive investigation to tell whether there is a conversion or not / 

Mr. Cowan. That is true. As soon as it is suspected, usually if 
there is a loss of any consequence, we immediately refer the case to 
our Office of Complhian e and Investigation for an audit. 

Mr. Correr. If a man comes in and says that he can pay up, do 
vou still refer the matter to Compliance and Investigation and to 
vour solicitor ? , 
~ Mr. Cowan. I do not know that we have had any cases like that. 

Mr. Correr. You have not had any case like that in the past ¢ 

Mr. Cowan. None that was really considered a conversion case. 

Mr. Correr. How did you put your test for conversion on it without 
really knowing the facts and the proof‘ Would you not have to have 
(. and I. go out and test whether he diverted this grain and was 
short at a certain time/ 

Mr. Cowan. I think that any time that we feel that there may have 
been some storage payments paid, even though there was not the 
grain there to pay on, then we would ask C. and L. to fo oul and 
determine whether or not the man had drawn storage payments 
when he did not have the oTain. 

Mr. Correr. Have there been times in the past, very recently, when 
ever there was a substantial shortage you'd refer the case for complete 
nvestigation, even though vou could not get a settlement / 


Mr. Cowan. I think that it has been in our office, str. I am not 
lirector, and never have been the director. 
Mr. Correr. You would be pretty conscious of al \ shortage cases f 


Mr. Cowan. That is right. 

Mr. Correr. You cannot name any exceptions to that procedure 4 

Mr. Cowan. Where they have come in and paid off and we have 

ot asked for it? 

Mr. Correr. Where you have not asked for an investigation. 

Mr. Cowan. I do not recall any such case. 

Mr. Correr. If there are any major cases, you would be pretty apt 
0 recall, would you not ¢ 

Mr. Cowan. I think I would. 

Mr. Correr. I think that ts all that I have. Did you ever receive 
any gratuities or other considerations from either Midwest or Harris 
or any of the principals involved ¢ 

Mr. Cowan. Not one thing, sir. 

The Cuamman. Mr. Walton. 


TESTIMONY OF WOODROW R. WALTON, VICE PRESIDENT AND MAN- 
AGER, ROCK ISLAND GRAIN CO., FORT WORTH, TEX.—Resumed 


Mr. Corrrer. Mr. Walton, do you have anythin g¢ to say to clear up 
the statements that Mr. Cowan may have made, or confirm or comment 
his testimony ¢ 
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Mr. Wauron. I think I have. I think that we should for th: 
benefit of the Senators distinguish the difference between our norma 
elevators such as those cement things that we are used to seeing, an 
the so-called flat storage, or emergency storage. 

With regard to this emergency storage at Camp Crowder and at 
other points, we must look at the situation, as I see it, from a realisti: 
standpoint. First, the Kansas City office was in need of storage 
I do not believe that there is any question on that. 

Second, apparently someone—as we advertised the need of storage 
space, every time we got on the phone—it was in the papers—noticed 
Camp Crowder, and this applies to other emergency facilities, and 
they conceived possibly the idea that it would be suitable for storage 
of grain. 

Now, I do not recall whether these gentlemen involved in the 
Midwest or at these other points contacted us or whether they may 
have contacted some other Government agency with regard to their 
space. But regardless, I think that is immaterial. 

Now, at this point, on emergency storage, where it would require 
considerable investment, the purchase of equipment, and so forth, I do 
not think that any logical, thinking man or group of men would go 
out to Camp Crowder and lease that space without first knowing 
the policies of the Department of Agriculture with regard to moving 
grain in there. 

Following that, we were contacted. There has been a letter put 
in evidence here, and undoubtedly they called us by phone or other- 
wise. When we were contacted, we would tell these men that we 
would look into the situation and ask, “Are you familar with ow 
agreements? And if you are not, we want to forward you a set of 
our papers.” 

That would include an application; it would include a contract. 
It would include a copy of our bond, and any other items that we 
considered essential. And we informed all warehousemen that were 
interested in storage facilities of this type of their great responsi 
bilities under the Uniform Grain Storage Agreement. 

I know that because we handled many lawsuits on it, and it is a 
pretty st rict agreement. 

Now, in every case on flat storage, there was a commitment. In 
some cases they were verbal, and sometimes it was written. It was 
incorporated in the contract as a supplemental document, a part of 
the contract, where we would guarantee a certain amount of storage. 

Senator ANnperson. Did you give the figure on the Harris case ¢ 
What was the guarantee in the Harris case? 

Mr. Watton. I want to make a distinction between Harris as against 
Midwest. In Harris, it is my understanding that he was interested 
in taking in certain loan grain versus owned commodities, and the 
circumstances are different, inasmuch as the uniform storage agree- 
ment covers all types of our operations, and not just one little item. 
In other words, it is written rather broadly. 

Now, after that, we would not enter into an agreement until we 
knew that it was to the best interests of the Government, and the space 
would he needed. Now. in numerous cases, we would check our nn 
ventories, determine whether it was feasible to move the grain to 
certain localities as it was brought out here from the future need. We 
considered all aspects, or attempted to. 
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Now. in our negotiations, it was to the interests of the Government 
to have that space if it was needed. So the consicderat ion on that space 
ran both ways insofar as we were concerned. It did not run all to 
Midwest. It ran to Commodity. We were anxious to get people to 

nter into these agreements. 

Now, the next item after we determined the space was needed—— 

Senator Ture. Mr. Walton, may I ask a question there’ Knowing 
that vou were short of storage, had you given any consideration to 
some of these governmental buildings that you could have leased to 


t 


ut grain in? 

Mr. Warton. And operated it as Commodity Credit Corporation 
issuch? Is that your question, Senator / 

Senator Ture. That is my question. 

Mr. Watton. Yes. As was brought out here this morning, we at 
tt mpted to utilize commercial space or facilities that might be made 
ivailable in the commercial trade wherever practicable, and as a 





general rule 

Senator Ture. Why wasn’t that a practical proposition or 
situation ¢ 

Mr. Watron. From Commodity’s standpoint ? 

Senator Tuyrr. Yes. 

Mr. Watron. It may have been, had someone not been interested in 
t. that is a commercial concern. 

Senator Ture. But you had been searching for storage space all 
the while, had you not ? 

Mr. Warton. Yes, that is right. 

Senator THyer. And it is common practice for the Commodity 
Credit Corporation to supervise a group of portable or smal] granary 

ices, 18 It not? 

Mr. Warton. Yes. 

Senator Tuyr. And you do have a erain elevator—that is, a port 
ble elevator—that you move over toa bin. If you want to empty the 

n order to move the grain, or if you want to take it from a truck 

to fill the bin, you can use that. So it is a common practice on the part 

f the Commodity Credit Corporation to supervise and handle grain 

storage spaces, such as a 1,000-bushel bin or a 2.000-bushel bin, or 

even a larger bin, so that you are in the habit and in the customary 
ractice of handling grain in that manner. Is that not true? 

Mr. WALTON, Yes, 

Senator Tuyrr. Therefore, it would be nothing new for you as a 
director of the Commodity Credit Corporation in that particular area 
r that district office to have gone and leased this particular warehouse 
r this particular building from the Surplus Administration or the 
War Assets Administration, and put grain in there? You could have 

ne that, could you not? 

Mr. Watron. We did not have, in Commodity office as such, the 

inies to handle it. 
nator Ture. You handled erain in small bins? 

Mr. W \LTON. No. That is the point I wanted to make, Senator. 
lhe situation that you were speaking of is confined to local areas. 
f it is the policy on feed grains to keep them near the place of 
1! wherever possible. 

Senator Torr. And you supervise that. do vou not ? 
Mr. Warton. No, we do not. , 
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Senator Ture. Who supervises it ? 

Mr. Wauron. That is part of the community or county committe: 
or P. M. A. committees, at the county level, and they are supervised 
through their farmers that are accustomed to handling the grain at 
the farm level. 

Senator Ture. Not where you have, say, 25 or 30 or more steel bis 
or wooden bins, that may hold 1,000 or 2,000 bushels of the grai: 
You may have an entire colony of them or a farm of them. Now, 
that instance, do you say that that is a county committee supervisio 
and operation ¢ 

Mr. Watton. Yes, sir. 

Senator Ture. And you have no responsibility there whatsoever / 

Mr. Warton. The full responsibility is delegated to the State chai 
man of P. M. A., and down to the county level. Your Commodity 
office is primarily an office to administer programs, and not to divide 
their time between operations and administration. 

The Cuamman. Mr. Walton, you started to tell us why you di 
not lease Camp Crowder. Will you tell the committee now ? 

Mr. Wavron. As a Government agency as such, here was a cas 
where a firm was interested in taking over Camp Crowder, which 
certainly wanted. We did not care who it was, so long as we fell 
that they could handle the job and would be willing to accept 1 
responsibility. 

Now, our oflice was not set up. We cid not have the personne! ol 
the equipment to handle facilities at all of this type, and based o 
our negotiations, we stated—and this will explain the 2 million bushel! 
against the 6 million bushels—not only in Camp Crowder, but in a 
other points, where we were interested in space. We were not inte! 
ested in committing ourselves toa greater amount than we could utilize 
So after we surveved and found that at the present time we could for 
see a need for 2 million bushels, but no more at that time, there was 
possibility that we would need it. So we stated in our negotiations 
that we will give you a guarantee of 2 million bushels if vou will agre« 
to provide 6 million bushels, or up to the maximum that might he 
been available at Camp Crowder. 

Now, based on that, we went ahead under the regular procedure at 
entered into the agreement, and that 2 million is just what we cou 
see at the time. But we did want to have for our benefit, in case a ' 
situation arose where we needed additional space, a commitment o 
their part that they would make those facilities available to us. 

Now, with regard to other space of this type, I executed agreements 
personally on space at Mexia. That amounted to 10 million bushels. 
[ believe it was. and I] agreed to pul in 4 to 5 million bushels into their 
facilities. "They made 12 million bushels of space available. And we 
put in around 4 million bushels, and the balance was filled with loa 
grain. 

At the present time, there are about 17 million bushels of space ay ail 
able at Mexia, Tex. 

There was the same kind of space, only it was owned, not by thie 
Government, but by some individual. Ido not know who owned them. 
Some concern. 


1] 





Now, as to the question as to whether these men were capable. 
I did not investigate that too thoroughly, such as sending a gentleman 
to check on the integrity of them. We knew from general knowledge 
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regarding Mr. Stark. We knew that he was aware of the responsi- 
bilities and had the facilities. 

Now, from my standpoint, at the time we negotiated the ugreement, 
I think it was irrelevant, as far as I was concerned, or immaterial, 
whether they were grain men, because I think that everyone is capable 
of carrying on different enterprises. That is how we get different en- 
terprises 1h our country. 

Senator Anprerson. Just a minute right there. Are you trying to 
say that if you thought a man had successfully operated another type 
of business, he might be able to give this business management, pro 
vided he had a grain man looking after it ? 

Mr. Watton. Yes. Briefly, all smart men are not in the erain 
business at the present time. That is what it boils down to. Maybe 
after these grain shortages, there are no smart men in the grain 
business. 

Senator Kem. Mr. Walton, I take it, therefore, that you do not 
attach the importance to the provision of the law that Secretary 
Brannan has referred to, to utilize the usual and customary channels, 
facilities, and arrangements of trade and commerce in the warehousing 
of commodities / 

Mr. Warton. Yes, I do, Senator. I mentioned “wherever practi- 
cable.” and that was the law. 

Now, in that connection, these men operated as an ordinary com- 
mercial concern, because they unloaded the grain as private men from 
the cars. They loaded it out and they conditioned it as other private 
men would. It is just a question of interpretation. 

Senator Kem. The Midwest was not a customary channel, facility 
arrangements of the trade was it? 

Mr. Wauron. They performed the operation, customarily, and that 
is the way I interpret the law. 

Senator Kem. Yes. But that is not what the law says. It says 
“to utilize the usual and customary channels, facilities, and arrange- 
ments of trade and commerce in the warehousing of commodities.” 

You could not, by any stretch of the imagination, say that any of 
these men except Mr. Stark—— 

Mr. Warron. Yes, I can, Senator. 

The CuatrroMan. Wait a minute. 

Mr. Wautron. Excuse me. 

Senator Kem. Let me finish the question please. (Continuing )- 
was engaged in any usual and customary channel, facility, and arrange 
ment of trade and commerce in the warehousing of commodities? 

Mr. Wauron. I can, Senator, on this theory. TI do not think that 
the law was written with the intent of restricting full enterprise or 
taking away the business from private enterprise. I do not think 
that is the intent of the law, is it, Senator? 

Senator Kem. I think that the intent of the law is exactly what it 
says, that the Secretary shall utilize the usual and customary chan 
nels, facilities, and arrangements of trade and commerce in the ware 
housing of commodities. I certainly do not think that it contem 
plates that persons not previously engaged in the business would 
lease Government facilities and then contract with the Commodity 
Credit Corporation to store grain in those facilities at a large profit 
to themselves. 


20554—52—pt. 1 
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Senator Anperson. But the point is that the operation of the ware- 
house by a group of people in private trade is a thing that the amend- 
ment was trying to get to and specify, and his contention is, as I un- 
derstand it, that he was trying to get in the operation of a private 
warehouse. 

Mr. Watton. Correct, Senator. 

Senator Kem. Yes. But the point that I am asking is, did he 
succeed in doing that when he placed it in the contract with a group 
of gentlemen adventurers who at the same time leased Government 
facilities for the purpose of performing the contract. 

Senator Arken. Mr. Chairman, I was just wondering if he could 
identify the witness’ business a little bit better than has been done up 
to now. 

Yon are the former director of the Kansas City office of the PMA, 
Mr. Walton, are you not? 

Mr. Watton. Yes, sir. 

Senator Arken. When did you complete your work with that ¢ 

Mr. Wauron. I think it was aoa the first of April, or the 24th 
of March, I believe, to be exact, of 1950. 

Senator Arken. Would it possibly be the 4th of April, 1950? 

Mr. Warron. It could have been. 

Senator Arken. And when did you become vice president and 
manager of the Rock Island Grain Co., in Fort Worth, Tex. ¢ 

Mr. Watton. I believe on September 1, 1950. 

Senator Arken. September 1, 1950. Where does the Rock Island 
Grain Co. operate ¢ 

Mr. Warton. Fort Worth, Tex. 

Senator Arken. Wholly within Texas? 

Mr. Watton. Wholly in Texas. When I say “wholly,” we buy 
grain anywhere; we are not restricted to buying grain just in Texas. 

Senator Arken. You can buy grain anywhere? Do you store grain 
anywhere outside of Texas? 

Mr. Wavron. No. We store only in Texas. 

Senator Arxen. Does the Rock Island Grain Co. do any business 
with the Commodity Credit Corporation ¢ 

Mr. Watton. Yes. 

Senator Arken. Do you have storage contracts with them? 

Mr. Wavron. Yes, I do have. 

Senator Arken. What is the largest amount that you have stored 
for the Commodity Credit Corporation at one time? 

Mr. Warton. I would say approximately 500,000 bushels. 

Senator Arken. About 500,000? 

Mr. Watton. Yes. 

Senator Arken. But when you were director of the Kansas City 
office, you never had occasion to do business with the Rock Island 
Grain Co? 

Mr. Waurron. No, Senator. It is a new corporation chartered 
around August 1, 1950, as I understand it. 

Senator Arken. That is a new corporation ? 

Mr. Warron. The facilities had been leased by some other firm at 
the time. 

Senator Arken. I see. And their business is not exclusively with 
the Commodity Credit Corporation, is it? 

Mr. Warron. Definitely not. 
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Senator Arken. You have other private operators and producers 
and dealers that store the grain ¢ 

Mr. Watton. Yes, sir. 

Senator Arken. You do a general grain storage business! 

Mr. Warton. And merchandising. 

Senator Arken. And merchandising? 

Mr. Watron. And seeds and other commodities. 

Senator Arken. Licensed under the Texas warehouse law / 

Mr. Warton. Under the Texas law. 

Senator ANperson. Would you mind stating who your partners 
are! 

Mr. Watton. I have no objection myself, Senator, if it is relevant. 
1 would be glad to. There are no partners. It is a corporation, 
Senator. 

Senator Anprerson. Are you a stockholder in the venture ‘ 

Mr. Watton. No, sir. 

Senator Arken. I have to leave. But 1 would like to ask one more 
question. 

Were you aware of Mr. Myers’ income tax difficulties at the time 
that you made the contract with the Midwest Storage Co. ? 

Mr. Wauron. No, sir; I was not. 

Senator A1ken. Therefore, if you did not know anything about it, 
you would not see anything peculiar about the fact that Mr. Myers 
had incurred an alleged liability of $675,000 while Mr. Nee was col- 
lector of internal revenue at Kansas City, and then Mr. Nee became 
Mr. Myers’ attorney after he left the Internal Revenue Department ? 
However, if you had known that, you would have wanted to look into 
his financial responsibilities a little more closely, would you not? 

Mr. Wauron. Yes, I would say so. 

Senator Munpr. While we are on that subject, we heard from Mr. 
Cowan why in his opinion no financial statement was requested. 
What was your reason for not requesting a financial statement ? 

Mr. Watton. Frankly, 1 was astonished that it was not there, 
Senator. I certainly was. 

Senator Munpr. Was it your responsibility or somebody else’s to 
have it there? 

Mr. Watton. We have an organization that is large. You cannot 
comprehend the size until you actually live under it for 16 years. 

Senator Arken. Were you also astonished when you found that 
someone had O.K.’d a payment of $80,000 to the V. M. Harris Co. ? 

Mr. Wauron. That happened after I left, Senator. 

Senator Arken. That happened after you left ? 

Mr. Warton. That is right. 

Senator Arken. But you might have been astonished just the same 
when you found out about it ¢ 

Mr. Watton. But errors and mistakes do happen. We are not 
perfect. 

Senator ANpERsSON. You said 16 years. Were you 16 years with the 
Department ? 

Mr. Waxron. Yes. 

Che CHaiman. Mr. Walton, will you tell us what prompted you 

do business with this concern? The fact that they had people 
who handled grain before, or just what? What prompted you to 
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do it¢ In other words, what was your yardstick in determining with 
whom you would contract ? 

Mr. Warron. The first premise that we took into consideration was 
that we needed storage, and because of the great responsibility under 
this uniform storage agreement many of the grain firms were not 
anxious to assume that responsibility. We tried to get commercial 
concerns with operating facilities because they could get set up more 
quickly to come ahead and enter into the agreement. But when any- 
one contacted us, we would treat them as though they had been in 
the business for years. We would give them all the records of public 
information that we had. We would discuss our operation and ask 
if they could meet our requirements, and if they felt that they could, 
it was my opinion that they should not be put in any other category 
than the people who were in the business previously. 

The need of space, to be specific, is what prompted us to enter into 
the agreement. 

Senator Munpr. Now that you are in the business, Mr. Walton, 
do you still feel the same way, that the Government should treat all 
Americans alike, or that the ‘y should give preference to those in the 
grain trade, or ti a storage from anybody else ? 

Mr. Wauron. I feel the same way. This is what we are fighting 
for—free enterprise. 

Mr. Correr. Is there any other comment that you want to make 
on the testimony of Mr. Cowan, Mr. Walton ¢ 

Mr. Warton. I would like to make this one comment. I gen- 
erally knew about everything that went on in the office and kept 
abreast of all their policies and kept my men informed. I would like 
to state that I have read a lot of this information in the paper about 
it and I have kept up with it that way, and I fully realize in making 
this statement that I am under oath. There is no one in Washington 
with the Department of Agriculture, and there is no employee in the 
Kansas City office of Commodity that was responsible for this, be- 
cause I alone signed the agreement. There was no political favorit 
ism, and no official favoritism. There may have been a lack of 
prudence on my part. 

Senator Tryr. Mr. Walton, might I interrupt there at that point ? 
You signed the contract and the agreement ? 

Mr. Warton. Yes. 

Senator Tire. But you had not concerned yourself with the finan 
cial statement / 

Mr. Warton. As I mentioned, I do not know why the financial 
statement was missing. 

Senator ANDerson. Had you talked to these people about their 
financial resources and their experience? If you did it verbally 

Mr. Warton. I do not know as we delved into it too much. The 
bond was what I was after, primarily, because a financial statement 
can change from day to day. 

Senator Tuyr. But is is required, however—you required of every 
contractor that you enter into a contract with 

Mr. Watton. Yes, Senator, plus periodically, our instructions to 
the warehouse approval division, were to go out and request current 
financial statements. That was a policy we had. 

Senator Tuye. But this ran for 20 months without a financial state 
ment, and you did not LO back to check at any one time to ascertain 
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whether his financial position had changed. So it is quite obvious 
that you are not following the same policy in this instance that you 
followed as a customary rule ¢ 

Mr. Warton. We generally requested those once a year. 

Senator Tire. But here were 20 months. 

Mr. Warton. And I was not there a year later. I would like to 
interject at this point. Have the files been searched ? Maybe there 
was a financial statement. Ido not know. 

Senator Anperson. I think that I did see one. 

Mr. Watton. It could be misfiled. I want to bring that out, be- 
cause there again they were not to be treated any differently from 
any other firm, and I believe if they will check the files, they will find 
one. because our employees, I felt, were very efficient. 

Mr. Correr. Is it quite evident that there was not any financial 
statement at the time you closed the contract ¢ 

Mr. Wavron. I would not say that. I donot know. 

Mr. Correr. Did you not hear the testimony with respect to the 
notation of “No financial statement accompanying the application 9”? 

Mr. Warton. I heard that testimony, yes, sir. 

The Cuarrman. Mr. Walton you said that you were more inter- 
ested inthe bond. After all, that is about all you could collect against, 
wasitnot? That isasurety that you can depend upon / 

Senator Tuyr. However, Mr. Chairman, I must call to your atten- 
tion that in this particular contract 

The CuarrmMan. I was going to follow this with another question, 
Senator, if you will just permit me. 

Senator Thyr. I beg your pardon. 

The Cuarrman. Is it not customary for all bonding companies 
to ask for a financial statement of people to whom they issue bonds? 

Mr. Watton. As well as check credit references. 

The CuarrMan. Yes. 

Mr. Watton. Yes. 

The -CuatrMan. So you get it indirectly through the bond? 

Mr. Warton. That is right. 

Now, there is one other point that there has been a lot of question- 
ing on, and that is this bond of 2,000,000 versus 6,000,000 bushels. 
Under our instructions, we were required, as we interpreted it, and 
so passed on the information, that whatever we put in there was 
the governing factor. 

Now, whether that was contrary to Washington instructions, I do 
not know, because in every case we followed the same policy. If it 
was contrary to Washington it was not intentionally. 

Senator Kem. But in this case, you put in the contract 6,000,000 
bushels ? 

Mr. Warton. But in every case, I believe, of this emergency stor- 
age, the amount of bond obtained was based on quantity that we 
anticipated putting in at the time. Now, we wrote in the contract, 
the supplemental contract, so that there was some discussion, that in 
the event additional grain goes in, the bond will be increased ac- 
cordingly. 

Senator Kem. Your instructions were to base the bond on 10 cents 
a bushel times the capacity of the warehouse; is that not right? 

Mr. Warton. That may be. I will not deny that. But my in- 
terpretation of the instructions was otherwise. 
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Senator Kem. Doesn’t the contract say that the capacity of the 
warehouse shall be 6,000,000 bushels ? 

Mr. Watton. No. 

Senator Kem. Didn’t Midwest agree to store up to 6,000,000 
bushels ? 

Mr. Warton. If we requested it. 

Senator Kem. Yes. Therefore, the capacity of the warehouse is 
fixed at 6,000,000 bushels, is it not ? 

Mr. Watton. No, not at that time, because there may be certain 
remodeling and other things that pertain to it. And that is why we 
put in that supplemental contract that if additional space were re- 
quired up to 6,000,000, the bond would be increased accordingly. 

Senator Kem. Now, you say that you sent out to everybody that 
requested it a set of your papers. Did you also advise them at that 
time that your requirements as set out in the papers would not neces- 
sarily be followed, that in certain cases vou would waive certain 
provisions therein contained ¢ 

Mr. Watton. I do not know of any case. We had printed forms 
that went out in a book form, almost. 

Senator Kem. Did the general public know that you would modify 
that contract as occasion required, in your judgment ? 

Mr. Warton. With regard to the bonding, that was included. 

Senator Kem. And in regard to the guaranty, did the general public 
know that you would guarantee a certain number of bushels in certain 
cases ¢ 

Mr. Warron. Anyone dealing in emergency storage, anyone that 
dealt with it, knew that we would guarantee it, either verbally or 
in writing. 

Senator Kem. How did they know it if it was not set out in the 
papers that you gave them ? 

Mr. Watton. We informed men that would contact us with regard 
to the space, Senator. 

Senator Kem. If you were informing the trade generally of that, 
how do you account for the fact that according to Mr. Cowan’s testi- 
mony there were only three such contracts negotiated through the 
Kansas City office in which there was a firm commitment as to the 
amount of grain that would be stored ? 

Mr. Watron. There are three under that type, Senator. I men- 
tioned that we agreed, whether it was verbal or in writing, with every 
firm that entered into this emergency storage that we would give them 
a minimum quantity of grain. 

Senator Kem. Was that set out in a letter? Did you just depend 
on your memory and theirs as to what that commitment was? 

Mr. Watton. I think that at different times, if it was not included 
in the contract, it was undoubtedly confirmed by correspondence. 

Senator Kem. Have you got the files in any other cases where it 
was so confirmed, except the three that you mentioned ? 

Mr. Watton. I do not have the files here. They are not under my 
jurisdiction any more. But I would like to point out that there were 
certain—— 

Senator Kem. Now, wait a minute. On this oral commitment, are 
we to believe that in certain cases you had an oral understanding with 
the people that you were doing business with as to a firm commitment 
on the part of the Government ? 
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Mr. WALTON. I would Say it is possible that we did: yes. 

Senator Kem. Would you consider that good practice for Govern- 
ment business, for there to be oral commitments outstanding of that 
importance ¢ 

Mr. Watton. Our policy was that we would guarantee to all, and 
not just a few. That being the policy, then the question comes, How 
much ? Now, maybe that should be a part of the contract instead of 
letter confirmations. 

Senator Kem. How do you account for the fact that apparently only 
in three cases it did get into writing, this firm commitment: the case 
handled by Carl Rice and the case handled by the Midwest, and then 
one other case ¢ 

Mr. Wauron. Senator, I do not recall, but I am sure that there are 
letters that confirmed it, and not necessarily in the contract. And the 
letter would be sufficient, I would think. 

Senator Kem. Did you inform the persons who made inquiry about 
how you would make these deals of the fact that you would apply a 
somewhat flexible rule as to the amount of the bond? In other words, 
you would insert in the contract a firm provision on the part of the 
Government to place a certain amount of grain in the warehouse, and 
then you would base the amount of the bond on the Government’s 
commitment ? 

Mr. Watron. That is right. 

Senator Kem. Did you inform the public generally of that fact? 

Mr. Watron. We informed them of what our bond requirement 
was. 

Senator Kem. As provided in your instructions? 

Mr. Watton. No; not specifically, under your question. 

Senator Kem. Did the public generally know that you were ap- 
plying this flexible construction of your instructions? 

Mr. Warton. On the queston of flexible construction, Senator, 
I do not quite follow you there. 

Senator Kem. The instruction was that the bond was to be 10 cents 
a bushel times the capacity of the warehouse. Did you inform the 
public generally that you would not follow that, but that you would 
insert in the contract a definite commitment on the part of the Govern 
ment to store a certain amount of erain, and then that you would 
base the amount of the bond on the amount of that firm commitment 
made by the Commodity Credit Corporation ? 

Mr. Watton. I think it was understood in all cases that the bond 
would be 10 cents a bushel on the quantity placed in the house. There- 
fore, I do not consider it flexible. In other words, we treated everyone 
uniformly wherever we gave them grain. 

Senator Kem. But that uniform agreement worked out so that three 
people got a firm commitment, out of how many? Twenty-six hun- 
dred, or something like that? 

Mr. Warton. No, Senator. We are speaking only of emergency 
storage facilities. 

Senator Kem. How many of these emergencies were there ? 

Mr. Warron. They break down into several categories. The Army 
as such released to the Government certain of the bases under their 
jurisdiction for use. In those cases the Government, the Commodity 
Credit Corporation, leased the premises subject to certain terms and 
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conditions to private individuals, and then in turn entered into the 
uniform grain storage agreement. 

Senator Kem. Let us get to that later. How many grain storage 
contracts did the Kansas City Commodity Credit office execute during 
this period ¢ 

Mr. Watton. Contracts? 

Senator Kem. Yes. 

Mr. Wauron. I would say that they would run in the neighborhood 
of 3.000. 

Senator Kem. Three thousand. Now, the testimony as I under 
stand it is that of those 3,000, only 3 had a firm commitment on the 
part of the Commodity Credit Corporation to store a certain amount 
of grain; is that correct? 

Mr. Warton. We are discussing primarily emergency storage, 
Senator. 

Senator Kem. Just answer that question. Would you mind, and 
then we will go to something else. Is that true? 

Mr. Wavron. Restate your question. 

Senator Kem. Will you read it, Mr. Reporter? 

(The question was read as follows :) 

Three thousand. Now, the testimony as I understand it is that of thos: 
3,000, only 3 had a firm commitment on the part of the Commodity Credit Cor 
poration to store a certain amount of grain; is that correct? 

Mr. Watton. That is not correct. 

Senator Kem. What others had that firm commitment ? 

Mr. Warton. Those that entered into emergency storage had a 
firm commitment that they would receive so much grain. 

Senator Kem. In each case? 

Mr. Watron. As I pointed out before, they would not enter into 
an agreement and lease that space unless they knew that they were 
going to get a certain quantity of grain. 

Senator Kem. Was that firm commitment—— 

Mr. Watron. Yes: that we would move grain into their warehouse. 

Senator Kem. Was that firm commitment oral or in writing? 

Mr. Warton. As I mentioned, some were incorporated in the con 
tract as such; some were verbal, which I am sure in all cases were con 
firmed by a letter at some late date. 

Senator Kem. Are you prepared to say how many of those firm 
commitments the Government put out ? 

Mr. Wauron. I would like to make an estimate here. That is all 
it is, on the approximate number of emergency storages that we had. 
Some of them were quite small. There is a distinction, Senator, be 
tween some that might be 30,000, some 10,000, and others that were 
quite large, I would say 35, as an estimate. 

Senator Kem. Thirty-three thousand ? 

Mr. Watton. Thirty-five emergency storages out of 3,000. 

Senator Kem. Out of 3,000? 

Mr. Watton. Yes. 

Senator Kem. You say that 35 companies received firm commit 
ments under which the Commodity Credit Corporation was to store a 
definite amount of grain? 

Mr. Warron. Yes. Now, I want to clarify one point on that, Sena 
tor. Some of these emergency storage points were located in the 
locality of the local grain, where the grain was grown. Now, in those 
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cases, our PMA State chairman, we would notify him that we were 
egotiating for certain emergency storage. In some cases, they rec- 
ommended thé use, because it was right in the locality, and it was our 
policy to attempt to keep the grain there. Now, they would say, “We 

ll move in 100 ears, or 50 cars, of corn.” They would do that after 
they made a survey of the corn in their area, and determined how much 
space they needed. 

Senator Kem. Some of the 35 contracts in which firm commitments 
were made were of the type made by the state PMA’s: is that right? 

Mr. Warton. In consultation with us: yes. 

Senator Kem. Now, how many were made in the Kansas City office 
besides the three that have been referred to 

Mr. Watron. I mentioned 35 as a whole were made—— 

Senator Kem. How many were made by the Kansas City office 
hesides these three / 

Mr. Warton. Thirty-five. 

Senator Kem. Dy the Kansas City office / 

Mr. Watton. Yes: but I tried to clarify, Senator, that some of 
them were made in consultation with the state PMA men, where the 
space was right in the vicinity of the corn, and would move in by 
truck. 

Senator Kem. You testify that in at least 35 cases a firm commit- 
ment was given on behalf of the Commodity Credit Corporation ¢ 

Mr. Wavron. That is my estimate: yes. 

Senator Kem. And those are emergencies / 

Mr. WALToN. Emergencies. 

Senator Munpr. How many were made direct, now, without con- 
sultation with PMA, so that they would be exactly analogous to 
this one? 

Mr. Wal ron. Senator, on several of these army bases, where they 
turn them over to us and we would lease the space to some individual. 

The Cuatrman. Are you through, Senator / 

Senator Kem. No, I am not. 

The CuatrmMan. Lam sorry, Senator. I thought you were through. 

Senator Kem. I want to ask several more questions of you, Mr. 
Walton, if you don’t mind. 

This uniform grain storage agreement provides that the contractor 
shall issue negotiable warehouse certificates, does it not? 

Mr. Warron. I believe it said negotiable in certain cases. 

Senator Kem. Isn't that the form, that they are to be negotiable ? 

Mr. Warton. Not necessarily. 

Senator Kem. Isn't that the printed form / 

Mr. Warton. I do not recall what it says on there. I would have 
to look at it, Senator. 

It says here under paragraph 9, Senator, under “Warehouse re- 
cerpts and certificates.” with respect to the eTain which is accepted 
by the warehouseman for storage, that the warehouseman shall, upon 
receipt of the oTrain, or when grain is purchased by Commodity, 
issue in form approved by Commodity negotiable or nonnegotiable 
warehouse receipts as requested by the person or agency entitled 
thereto and shall indicate thereon the amount. 

Senator Kem. Have you rot the agreement that was executed with 
Midwest ? 
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Senator Munpr. While they are bringing in that paper, is the name 
of your present corporation the Rock Island Grain Co. 

Mr. Warton. Yes, it is. ' 

Senator Munpr. Does Mr. A. H. Myers have any stock in that 
corporation ¢ 

Mr. Warron. Not as far as I know. 

Senator Munpr. Or Mr. Harry Easley / 

Mr. Watton. No. 

Senator Munpr. Or Mr. Dan M. Nee? 

Mr. Warton. No. 

Senator Munpr. Or Mr. John Stark ?¢ 

Mr. Watron. No. 

Senator Munpr. None of them / 

Mr. Watton. That is right. 

Senator Munpr. Is the answer no, concerning Mr. Edwards, too / 

Mr. Watton. Yes. 

The Cuarman. Senator Kem, are there any more questions / 

Mr. Wa tron. Senator, on the supplement here, it shows under 
paragraph 7 of uniform storage agreement that was entered into 
with Midwest that the warehouse certificates to be issued were to be 
nonnegotiable. 

Senator Kem. Yes. I wanted to ask you why that was so. 

Mr. Wauron. Offhand, I do not recall, Senator. 

Senator Kem. Would you tell us something about the negotiations 
that led up to the incorporation of this 2,000,000 bushel provision 
in the contract with Midwest ? 

Mr. Waturon. I thought I covered that. I will repeat it. As I 
mentioned before, I do not know how or whether the Midwest men 
involved in this contacted War Assets or contacted us first regarding 
the space. But anyway, we were contacted by telephone, and it was 
confirmed in this letter that has been entered into the record stating 
that they were interested in a facility for storing grain for Com- 
modity and asked about our regulations. 

We then forwarded them the various forms and cautioned them 
that the responsibilities were great, as in every case where emergency 
storage was utilized. They in turn, then, apparently worked with 
the War Assets—I am interjecting some things where you get together 
here on the agreement—and asked if the facilities would be available 
for storage of grain, and apparently they were told that they would 
be. Then we told them we would survey our situation to see whether 
the space could be utilized. We determined that it could be utilized 
at that time but did not want to involve the Government in a greater 
commitment than 2,000,000 bushels. We stated, or I informed them 
personally, that we might need more space and asked them if they 
would be willing to make additional space available if we entered 
into a contract as a part of the consideration to Commodity Credit 
Corporation. 

Now, it was understood at that time that the facilities would have 
to be available immediately because we had cars rolling. Based on 
that they then apparently worked out an agreement with the War 
Assets, and again I want to repeat, I cannot imagine their leasing it 
without knowing first what our policy is and approaching us to see 
whether a commitment was available. 
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They then furnished us with a copy of the lease, or informed us 
that they had one, and then the papers were signed for the storage 
of 2,000,000 bushels. 

Senator Kem. No one reading the papers would know that you 
were willing to make a firm commitment for a certain amount of 
grain. When was that fact disclosed ? 

Mr. Wavron. That was in our discussions at all times, Senator. 

Senator Kem. Discussions with whom ? 

Mr. Warton. With the representatives of Midwest. 

Senator Kem. And who were they ¢ 

Mr. Watton. I had discussions at various times with Mr. Nee, as 
their attorney, and also I discussed the matter with Mr. Stark, and I 
discussed it with Mr. Myers, all at different times. 

Senator Kem. Did you discuss it with Mr. Easley ? 

Mr. Watron. No. I had never met Mr. Easley until today, I think 
I met him. 

Senator Kem. Did you discuss it with Mr. Edwards? 

Mr. Watton. No, I do not know Mr. Edwards. 

Senator Kem. And it was in these later discussions that you offered 
to make this firm commitment of 2,000,000 bushels? 

Mr. Watron. I would say that was one of the first discussions, Sena- 
tor, as to whether we could use this space, and how much. 

Senator Kem. When was the fact that you wanted Midwest on its 
part to make a commitment to store at least 6,000,000 bushels brought 
up. When you asked them to put it in the contract ¢ 

Mr. Wauron. That was one of our first phases of our negotiations. 

Senator Kem. So right from the outset it was understood that it 
was a 6,000,000 bushel-capacity proposition ; is that right? 

Mr. Warton. From the outset, 2.000.000. 

Senator Kem. I thought you said that it was—— 

Mr. Watton. From the outset, 2,000,000 is all that we wanted at 
the time. 

Senator Kem. I asked you when the provision that Midwest would 
agree to store up to 6.000.000 was put in the agreement. 

Mr. Watron. At the first phase of the negotiation we stated, after 
we checked to determine how much space we could safely utilize, know- 
ingly what our movement was, that it was at that time 2,000,000. But 
our requirements were growing day by day, and we stated in those 
negotiations that we would like for them to commit themselves to 
6,000,000 bushels of space which consideration ran to the Government, 
or we felt that it was good business. 

Senator Kem. And you told them at that time that if they did 
that you would require a bond based on the capacity ? 

Mr. Wauron. That is right. 

Senator Anperson. Was it not your practice to do exactly that? 
In the Harris case you started off with 1,000,000 bushels and you got 
a bond for $100.000 effective the 28th of June 1949. When you in- 
creased it to 2.000.000 bushels you got another $100.000 bond effective 
August 7, 1949, according to the audit of Lindsay Warren, and then 
when you increased it a little more vou got a bond for $25,425 effective 
October 9, 1950, so that you steadily increased every time you in- 
creased capacity. 

Mr. Warton. That is right. 








384 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Senator Kem. Is there not a difference there in that the bond in 
the Harris case was based in each case on capacity, whereas in the 
Midwest case, it was based on the Government’s firm agreement ? 

Senator Anperson. It seems to me that the bond was based on the 
amount of grain that you left with them. 

The Cuarrman, That is correct. 

Senator ANperson. 1,000,000 bushels and then 2,000,000 bushels, 
and so forth. 

The CuatrmMan. That is exactly right. 

Senator Anperson. Now, in the Midwest case you agreed that there 
might be 2,000,000 bushels in there and you took a bond for $200,000. 
If you had increased it to 4,000,000 bushels would you have added 
another $200,000 to it? 

Mr. Warton. That is right, certainly. 

Senator Kem. What was the maximum amount that you stored in 
the Midwest? 2,041,000 bushels, I believe they stated. 

The Cuarman. In the application of Midwest you will notice 
that it is stated that they were willing to furnish a $200,000 bond, and 
as I pointed out a while ago, evidently the amount of 2,000,000 bush- 
els was agreed upon. 

Senator Kem. When the amount went over 2,000,000 bushels you 
did not increase the amount of the bond. 

Mr. Watton. There was a nominal amount there, Senator. 

Senator Kem. Forty-one thousand bushels. Is that a nominal 
amount ? 

Mr. Watton. I think it is. 

Senator Kem. What is the value of 41,000 bushels of grain? 

Mr. Watton. It would be $4,000, would it not? At 10 cents a 
bushel it would be a bond of $4,100. 

Senator Kem. What is the value of 41,000 bushels of grain? 

Mr. Watton. Depending on the kind of grain. If it was corn 
probably at $1.60 a bushel or $1.50 a bushel, I imagine at that time. 

Senator ANpbERSON, $60,000. 

Senator Kem. So it would be $60,000 ? 

Mr. Warton. I am sepeaking, Senator, that our bond requirement 
was 10 cents a bushel, and on 41,000 bushels it would be a nominal 
amount. 

Senator Kem. I am speaking of the amount of property that was 
being entrusted to the warehouseman. That 40,000 bushels of grain 
would be worth roughly $60,000 ? 

Mr. WatrTon. Yes. 

Senator Kem. And no additional bond was required ? 

Mr. Watton. That is right, Senator. 

Senator Kem. I believe that is all, Mr. Chairman. 

The Cuarmman. Are there any further questions? Mr. Cotter? 

Mr. Correr. No questions. 

The Cuarmman. Very well. 

The next witness is Miss Helen V. Parsons. Is she present ? 

Senator Kem, I understood that you desired the lady to be present. 
So you may proceed, sir, to examine her. 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God? 


Miss Parsons. I do. 
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TESTIMONY OF HELEN V. PARSONS, ADMINISTRATIVE ASSISTANT 
AND HEAD, STORAGE APPROVAL UNIT, PMA COMMODITY OFFICE, 
KANSAS CITY, MO. 


The CHamman. Would you give your name in full for the record? 

Miss Parsons. Helen V. Parsons. 

The Cuarrman. Now, Senator Kem from Missouri will proceed to 
examine you. 

Senator Kem. Where do you live ? 

Miss Parsons. 4746 Roanoke Parkway, Kansas City, Mo. 

senator Kem. Are you an employee of the Commodity Credit 
Corporation ¢ 

Miss Parsons. I am. 

Senator Kem. How long have you been emploved by that Cor 
noration / 
~ Miss Parsons. Since Pusag 1939. 

Senator Kem. And where were you emp loved prior to that? 

Miss Parsons. I was employed for a private varehouse in the 
board of trade, and afterwards the Harris Grain Co., the board of 
trade, Kansas City. 

Senator Kem. You have had considerable experience in the grain 
business ¢ 

Miss Parsons. Yes. 

Senator Kem. And in what capacity were you employed in the 
Kansas City office of the Commodity Credit Corporation ¢ 

Miss Parsons. At present [ am Administrative Assistant and head 
of the Storage Approval Unit. 

Senator Kem. In what capacity were you employed in Septembe1 
LY49 ¢ 

Miss PARSONS. The same 

Senator Kem. Now, what are your duties in that official capacity? 

Miss Parsons. Primarily to ap prove the warehouses and to check 
the app ylications and see that the signatures are correct and get the 
proper bonding requirements, and then recommend it for approval. 

senator Kem. ] see. 

Miss Parsons. And see that all of our requirements are met, and 
then the contracts are eae for the signature of one of the con 
racting officers. 

Senator Kem. And you feel, do you not, that your experience in 
the grain trade justifies your performing that duty and that 
responsibility ? 

Miss Parsons. It always had. Of course, it was always regular 
ele vators. We had never gone into this additional defense facility 
approval, 

senator Ky M. Did you have ct rtam instructions as to wh: il pape I's 
should be present when vou approved a warehouse agreement ? 

Miss Parsons. T usually sent out those instructions in a letter, telling 
em what to do, in most cases. 

Senator Kem. Would vou tell us what you required in that con 
ection ¢ 

Miss Parsons. Just based on the requirements set up by the Wash 
ngton office for the bonding requirements for regular elevators, 5 
ents a bushel over 100,000, with a maximum bond of 850,000. That is 
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a maximum. And then in addition to any bond which is called 

perfomance bond, if their financial statement does not meet our require 
ments, then any bond that we require would be in addition to the regu- 
lar performance bond based on the capacity. But in several instances, 
you see—it might be a mill in connection with a grain elevator—our 
instructions also say that the bond is based on the capacity that would 
be used for such storage of some commodity, and then the bond would 
be based on just that part of it, and if they were using some of it for 
something else, or something like that, the bond would be based 
according to that capacity. So there is something different there. 

Senator Kem. Are you familiar with instructions sent out under 
date of June 14, 1949? 

Miss Parsons. Yes. 

Senator Kem. Now will you refer to those instructions? Could we 
have that paper, please / 

Mr. Correr. I think that you have them, Senator. 

Miss Parsons. They were changed. Of course. they have been 
changed several times. Those are sent out by the Washington office. 

Senator Kem. Now, I invite your attention to page 3 of those 
instructions, and ask you if you are familiar with these provisions? 
In case of deficiency of net assets, there shall be added to the amount 
of bond determined in accordance with the foregoing, the amount equal 
to such deficiency ¢ 

Miss Parsons. Yes; that is right. 

Senator Kem. Did you apply that provision generally in approving 
papers ¢ 

Miss Parsons. Yes; I do, always. 

Senator Kem. Now, what were your instructions with reference 
to a financial statement ? 

Miss Parsons. That is one of our requirements, that a financial 
statement is to be attached. 

Senator Kem. Was it your duty to see 

The Cuarrman. She is not through answering. 

Senator Kem. I am sorry, Miss Parsons. 

Miss Parsons. I just said in a few instances on regular elevators, 
if it was a new concern, just starting in business, and they did not 
have a financial statement, I got the additional bond based on those 
requirements in lieu of the financial statement, but not in many 
Instances. 

Senator Kem. Now, did you have a financial statement in the case 
of the Midwest Company ? 

Miss Parsons. In some of those where there were leases executed, 
I did not have approval, I would say, of those facilities. And I was 
just told to give the papers to one of the men from Midwest. And 
when they came back to me, they had all been executed downstairs. 
Also the supplements; I did not execute them in my unit. 

Senator Kem. Who told you to give the papers downstairs, Miss 
Parsons ? 

Miss Parsons. I think I gave them to Mr. Nee in my office. 

Senator Kem. Mr. Nee? 

Miss PARSONS. Yes. 

Senator Kem. And he gave you instructions? 

Miss Parsons. No. I think I told him our bonding requirements. 
But when they were signed, they were Just routed back to me to assign 
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a code number and a contract number. So that is why I made up 
my check sheet that | did not handle it and I did not think anything 
of it, because I just figured it was to be handled at a higher level, 
because I just figured they were unusual cases with defense facilities, 
where supplements had to be drawn up, and I just did not feel that 
was at my level. 

Senator Kem. Did you say anything to Mr. Nee about the absence 
of the financial statement ? 

Miss Parsons. No; I did not, because I was just told to assign a 
code and contract number, because they started taking grain—— 

Senator Kem. Who told you to do that ? 

Miss Parsons. I do not remember just who brought it up with a 
signed contract. I had to assign the code number. 

Senator Kem. Was it Mr. Nee who told you that? 

Miss Parsons. Told me what ? 

Senator Kem. To give it a code number ? 

Miss Parsons. No. I think it was possibly Mr. Hall, chief of the 
section, Who told me. And I had one of the girls assign a code and 
contract number, so that they could start taking in the grain. 

Senator Kem. Without a financial statement ? 

Miss Parsons. Well, I just did not realize what the arrangements 
were. I think possibly we were so busy that it was just possibly 
overlooked, and I did not question it, because I had not handled it. 
And we were approving hundreds and hundreds of elevators, and 
our desks were full of papers, and we were under pressure, with a 
workload, and I did not have much help, and we were just getting 
around as fast as we could. So I guess I did not pay too much atten- 
tion to just one of those facilities at that level. 

Senator Kem. Now, Miss Parsons, in order to fix the responsibility, 
was it your duty to see that all papers were in order before the uni- 
form grain storage agreement was executed, or was it somebody else’s 
duty c 

Miss Parsons. No: I never assigned a code number or a contract 
number until all of our requirements had been met. And I checked 
them off on a check sheet: The financial statement, the bond. We 
hold up approval until we get our bond, and we never send out a 
notice of approval or assign a contract number until the requirements 
are fully met. 

Senator Kem. Whose duty was it to check those papers ¢ 

Miss Parsons. I checked some of them, and my assistant checked 
some of them. Several of the girls were instructed 

Senator Kem. Who was your assistant? 

Miss Parsons. Miss Kelly. But I checked that one after I got 
our signed contract back. I made the check sheet from our copy of 
the contract. 

Senator Kem. Whose duty was it to check on behalf of the Com- 
modity Credit Corporation the papers in the Midwest case? 

Miss Parsons. As I said, I just handed them out, and when I 
got — 

Senator Kem. I fail to make myself clear. Whose duty or respon- 
sibility was that? 

Miss Parsons I did not feel it was my responsibility, because ] 
did not execute the contract. I did not 

Senator Kem. Whose duty or responsibility was it ? 
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Miss Parsons. As head of the storage approval unit, that is usually 
my duty. But I said in some of these cases for defense facilities, 
they were handled at a higher level, and I thought— 

Senator Ture. Mr. Chairman, might I ask one question ? 

How many such defense units were taken out of your hands and 
approved and brought back to you to assign a code number ¢ 

Miss Parsons. Only those that were handled downstairs that had 
special supplements to them. 

Senator Tuye. How many ? 

Miss Parsons. I would say five or six. 

Senator Titye. Five or six had been handled outside of your office, 
and brought back to your office? 

Miss Parsons. Maybe seven. Part of them. I mean, the supple 
ments were made up, and I did not make up the supplements. And 
then on some of them, I got the bonding requirements afterwards. 

Senator Kem. Did you bring it to the attention of anybody else 
that the regulations requiring a financial statement were not complied 
with in the Midwest case ? 

Miss Parsons. I probably knew at the time. It was not there, an 
I did not know it afterwards, either, until we started checking these 
files. I had really forgotten that there was no statement in there. 

Senator Kem. Did you advise anyone of the Midwest's failure to 
submit such a statement ? 

Miss Parsons. I do not remember. 

Senator Kem. Did you take any action in connection with the 
failure of Midwest to file a statement ? 

Miss Parsons. No. I would say not at that time. The next vear, 
on the annual renewal date, I know that our letter to all warehouse 
men requesting a statement went to every one, because we went rig! 
by our list of approved warehouses, and the form letter went to 
everybody the next year. But I did not have—— 

Senator Kem. Did you know at the time of the execution of the 
contract that no financial statement was being filed ¢ 

Miss Parsons. Only when I got our signed copy of the papers and 
made up my check sheet. By that time, the original had been 
delivered. 

Senator Kem. Approximately what date was that ¢ 

Miss Parsons. | might not make up that check sheet from our 
contract for maybe 3 or 4 days or a week; we were so busy with 
the workload. 

Senator Kem. And you noticed the absence of the financial state 


| 


ment ¢ 
Miss Parsons. I did when I made my check sheet. 
Senator Kem. And whom did you notify ? 
Miss Parsons. I imagine I mentioned it to Mr. Hall, and I men 
tioned it to the girl that worked for me. 
Senator Kem. What is her name ? 
Miss Parsons. Miss Kelly. 
Senator Kem. Miss Kelly. Isshe still there ? 
Miss Parsons. Yes. 
Senator Kem. What is her first name? 
Miss Parsons. Margaret E. 
Senator Kem. And she was under you, was she / 
Miss Parsons. Yes. 
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Senator Kem. And Mr. Hall was above you ¢ 

Miss Parsons. Yes. 

Senator Kem. And what action, if any, did Mr. Hall take when 
ie learned that there was no financial statement ? 

Miss Parsons. I do not remember whether any action was taken. 

Senator Kem, Do you know of any action that he took ¢ 

Miss Parsons. No. 

Senator Kem. If a financial statement had been filed by Midwest 
and had shown only an unpaid subscription of $25,000 worth of stock, 

it action would you have taken with regard to the application ¢ 

Miss Parsons. I would have gotten the maximum bond, Just 

other bond for $100,000, which is our maximum for financial state 
ment, and never more than that. 

Senator Kem. $100,000 more / 

Miss Parsons, That is our maximum for financial statements. 

Senator Kem. You mean a total of $300,000 / 

M ss PARSONS. Yes. 

Senator Kem. If you had known that there had been no financial 
tatement, then, you would have required a bond of $300,000: is that 
orrect ¢ 

Miss Parsons. Yes. 

Senator Kem. When you did know that t 
tate ment, did you ask fora bond of an addit ional SLOO.OO0 ¢ 

Miss Parsons. No: I did not. 

Senator Kem. Why didn’t you? 

\] aS PARSONS. I ado not know. ] just figured that | h vd hot had 

y part in executing the contract, and | just thought it was at a 
higher level than my job, and I just did not think much about it, I 


here was no financial 


Senator Kem. You thought that you had fulfilled your duties to 
( ommodity and to the Government when you brought the absence of 
the financial statement to the attention of your superior, Mr. Hall: is 

it right / 

Miss Parsons. I think that isso. 

Senator Kem. I believe that is all. 

The CHarmman. Are there any further questions / 

No response, ) 

Phe CuarkMANn. Thank you very much. 

Mr. Hall. 

Do vou solemnly swear to tell the truth and nothing but the truth. 
o help you God ¢ 

Mr. Haun. 1 do. 


The CHarmMan. Have a seat, sir. 


TESTIMONY OF GEORGE G. HALL, CHIEF, STORAGE AND MAIN- 
TENANCE SECTION, PMA COMMODITY OFFICE, KANSAS CITY, 
MO. 


The CHATRMAN. Senator Kem, I understand that you had him 
mmoned., 

Senator Kem. Yes: I did. 

Che Cramman. Proceed. 

Senator Kem. State your name. 


Mr. Haun. George G. Hall. 


4 2—pt. 1 24 
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Senator Kem. Where do you live? 

Mr. Hauu. Liberty, Mo. 

Senator Kem. What is your business or occupation ? 

Mr. Hauw. Chief of the Storage and Maintenance Section. the 
Commodity Credit Corporation. 

Senator Kem. How long have you occupied that position / 

Mr. Haww. September 24, 1948. 

Senator Kem. And what was your business before that ? 

Mr. Hatu. Department of Agriculture, since 1933 

Senator Kem. In connection with grain ? 

Mr. Hauw. No, sir. 

Senator Kem. In what connection ? 

Mr. Hatit. War Food Administration, crop insurance, emergency 
seed and feed loans. 

Senator Kem. What are your duties in your present capacity with 
the Commodity Credit Corporation at Kansas City ? 

Mr. Hauw. Chief of the Storage and Maintenance Section, to ad- 
minister the approval of elevators, storage facilities, dry and cold 
storage—— 

Senator Tuyr. Mr. Chairman, may I ask there, what type of 
storage facilities would you refer to? 

Mr. Haw. Regular elevator and emergency storage facilities. 

Senator Ture. Your emergencies would be classified ? 

Mr. Hart. National defense facilities, classified. 

Senator Ture. Did you have anything to do with those individual 
storage bins of 1.000 or 2,000 bushels ? 

Mr. Haut. That program is administered by the Production and 
Marketing Administration through State and county committees. 

Senator Tuyr. You have nothing to do with any of those small, 
portable storage bins? 

Mr. Hatz. Nothing whatsoever. 

Senator Tuyr. Nothing whatsoever ? 

Mr. Hau. No, sir. 

Senator Kem. Mr. Hall, was it your duty to see that all papers were 
in order before a uniform grain storage agreement was executed ? 

Mr. Hau. It was not. 

Senator Kem. Whose duty was it? 

Mr. Hau. I would say that duty is Miss Parsons’. She is head of 
the approval unit. 

Senator Kem. Did the regulations require a financial statement? 
Did you know that was true? 

Mr. Hauw. Thev do; ves, sir. 

Senator Kem. Did Midwest submit a financial statement ? 

Mr. Haux. They did not, I presume. 

Senator Kem. When did you learn that Midwest had not submitted 
a financial statement ? 

Mr. Harn. The first visit of the Senate committee to our office. 

Senator Kem. Or the staff of the committee ? 

Mr. Hauw. That is right. 

Senator Kem. Now, you heard Miss Parsons’ testimony that she told 
you within a few days that there was no financial statement filed ? 

Mr. Hawi. Senator Kem, I do not recall it until the day that one of 
the—and I think it was Mr. Kendall—that there was no statement 
in the folder. 
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Senator Kem. Did you hear Miss Parsons’ testimony to that effect ? 

Mr. Haut. I did. 

Senator Kem. Does your recollection agree with hers? 

Mr. HALL. It does not. 

Senator Kem. Your testimony is that the absence of the financial 
statement was not brought to your attention by anybody at any time 
prior to the visit of a member of the staff of the Senate Agriculture 
Committee ¢ 

Mr. Hatz. That is correct. 

Senator Kem. Now, if you had known of the absence of that finan- 
cial statement, what would you have done ? 

Mr. Hau. I would have directed Miss Parsons to demand one. 

Senator Kem. And if a financial statement had been filed by Mid- 
west and it had shown only an unpaid subscription of $25,000 worth 
of stock, what action would you have taken with regard to its bond ? 

Mr. Hawi. To comply with the instructions issued by Washington. 

Senator Kt M. And In vour judgment, what would have been neces- 
sary In that event / 

Mr. Haru. As tothe amount ? 

Senator Kem. Yes 

Mr. Haun. Thirty cents a bushel. 

Senator Kem. Thirty cents a bushel. On what? Two million? 

Mr. Haw. That is right. 

Senator Kem. You would have required a bond of $600,000; is that 
correct ¢ 

Mr. Hauwi. Correct 

Senator Kem. Do you regard that as a wise and salutary provision 
for the protect ion of the Government's interests / 

Mr. Hatz. I am only being guided by the instructions issued by 
Washington. 

senator Kr M. You trv to carry them out, do yous 

Mr. HALL. To the best of niy ability. 

Senator Kem. And you are quite sure that you were not told of 
the absence of the financial statement ? 

Mr. HALL. ] ain 

Senator Kem. And you are quite sure that if you had been told, 
vou would have‘required a bond for $600,000 ? 

Mr. Hauw. Right. 

Senator Kem. That is all, Mr. Chairman. 

Phe CuHarrmMan. Are there further questions / 

Mr. Correr. Mr. Hall, was that requirement of that escalator scale 
n there that went up to +0 cents a bushel—would that decision be 
made at your level or in the director’s office ? 

Mr. Haus. It would be made, in my opinion, in Miss Parsons’, 
because she is the one that reviews all the forms and analvzes finan- 
cial statements. 

Mr. COTTER. I think that vou probably just heard her testimony 
that $100,000 was the limit that was required in connection with 2 
financial statement. 

Mr. Hatz. That is right. 

Mr. Correr. Do you know what she meant by that / 

Mr. Hau.. That deals entirely upon an established elevator and 
ot nation i} defe) se Tr ilities or emergency facilitie S. 1) reality, 
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your uniform storage agreement does not fit the facilities such as 
we are discussing here, because that document is for elevators, term 
nals, and subterminals. 

Mr. Correr. That is all. 

The Cuatrman. Thank you very much. 

Senator Ture. Mr. Chairman, I have a question. 

The CHatrMan. Senator Thye. 

Senator Ture. Mr. Hall, you did not execute the contract in yow 
office and take it down to Miss Parsons, as Miss Parsons testified? Sh« 
said that the contract was executed by someone higher up and brought 
down to her. 

Mr. Hauu. She is referring to the director, Mr. Walton. 

Senator Tuyr. To Mr. Walton / 

Mr. Haus. That is right. 

Senator Tuyr. And it does not come under your jurisdiction ¢ 

Mr. Hawi. No, sir. That is an administrative decision in whic! 
the supplemental agreement was agreed upon. 

Senator Kem. Did she not testify that you told her to send the 
papers down and put them in the files after execution without 
further— 

Mr. Hauu. I did not hear it, Senator Kem. 

Senator Ture. It was my understanding that Miss Parsons stated 
that someone higher up had approved the contract, and that the cor 
tract was carried down to her, and that she was asked to assign it a 
code number in order that it would be in order to receive the grain, or 
to have grain assigned to it. 

Mr. Hatz. It was approved by Director Walton, who was the con 
tracting officer. I am not a contracting officer. 

Senator Ture. Then we will have to have that checked. 

The Cuatmman. Yes. Here is Mr. Walton, and I would like to 
clear that up while we are on the question. 

Senator Tuyr. That is the question. 

The Cuatrman. Was the contract with Midwest treated differently 
in any manner from any other contract? Were you here when Miss 
Parsons testified / 

Mr. Wauron. I was not. But I believe that I can answer your 
question, Senator. i 

The Cnatrman. She said, if you were not here, as I understood her, 
that Mr. Nee came over to get the contract from her, in company with 
someone else, and that the question of the financial statement was not 
presented to her; that it was dealt with at a higher level. 

Mr. Warton. I can answer that. 

When we entered into the contract on emergency storage, they gen- 
erally come over my desk in every case, because in a lot of cases we 
do not have the facilities of lawyers at hand in Kansas City. I even 
prepared the contract in many cases. 

Senator Ture. How many cases? 

Mr. Watton. I would say in practically all cases where I handled 
leases direct, where the Army Air Force turned the facilities over to 
the Government, and I prepared those contracts, in leasing the facili 
ties. Then if there were any amendments to our uniform storage 
agreement, I prepared those. 
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Senator Tarr. And you would say that that was how many 
contracts ¢ 

Mr. Watron. I donot know. Maybe 15; approximately 15, I would 
cay. Senator. 

The Cuarrman. Was there any understanding, with respect to this 
igreement, that a financial statement was not required ‘ 

Mr. Watton. There was not. It was my understanding that it was 
ivailable. Ican assure you of that. 

Senator Tuyr. ‘Then in this particular instance, you executed that 
eontract. and it was sent down to Miss Parsons for her to assign it a 
code number: is that right ? 

Mr. Warton. I presume the code number was assigned before it 
was executed. I do not know, Senator. I do not know the details 
on that at all. But I did sign the contract. 

Senator Tuy E. You signed the contract in the absence of Aa financial 
statement ¢ 

Mr. Watron. From what they say, I did, apparently. 

Senator THyr. You did? 

Mr. Wautron,. That is right. 

The CHarmman. Was there no understanding between you and Mr. 
Nee that a financial statement was not necessary / 

Mr. Warton. There was an understanding that it was necessary. 
But again, I pointed out in my previous statement, have the files been 
hecked to determine whether it is misfiled? Or was it returned by 
mistake with the copy of the contract that we sent to the Midwest 
Storage ¢ Has that been explored ? 

The Cuamman. Mr. Myers is present and Mr. Stark is here. Mr. 
Easley is here and Mr. Edwards is here. We might be able to get some 
nformation from them as to that. gut you do not know, of your own 
knowledge ? , , 

Mr. Warton. No. 

The CHarrmMan. You do not recall it? 

Mr. Warton. I know that they were supposed to furnish one, and 
fhere was no except ion made. 

Tl e CH \IRMAN. And us you stated this afternoo! . you only found 
it out here lately. 

Mr. Watron. | believe Mr. Kendall mentioned it tome. It was the 
ust information I had on it that it was not available. 

Phe CHatRMAN. Are there any further questions / 

(No response. ) 

The Cuarman. Thank you very much. 

Mr. My ERS, Will you step forward, please. 

Do you solemnly swear to tell the truth, the whole truth, and noth 
ng but the truth, so help you God ¢ 

Mr. Myers. I do. 

The CHAIRMAN. | am sorry, Mr. Myers, Mr. Easley was to be the 
rst man. Excuse me. 

Mr. Easley, do you solemnly swear to tell the truth. the whole truth. 
ind nothing but the truth, so help you God ? 

Mr. East EY. I do. 

Che CuHatmrMan. Have a seat, sir. 


4 
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TESTIMONY OF HARRY EASLEY, VICE PRESIDENT, MIDWEST 
STORAGE & REALTY, INC., WEBB CITY, MO. 


The Cuamman. Will you give us your name in full, Mr. Easley? 

Mr. Eastry. Harry Easley. 

The Cuarrman. What is your occupation ¢ 

Mr. Easter. Loans and investments, Senator. 

The CHarmman. Mr. Cotter, do you have any questions? 

Mr. Correr. Do you want to give us a brief résumé of your ex 
perience and background, Mr. Easley? 

Mr. Eastey. You mean, with particular reference to this project, 
Mr. Cotter? 

Mr. Correr. As it relates to that. We want to know generally what 
your background and experience have been. 

Mr. Eastry. Primarily, I have been engaged in business in small 
towns most of my life. I had two short interruptions. I was Deputy 
Administrator of the Works Progress Administration in Missouri. | 
went up in 1935 and I resigned in 1937. 

I served as regional director of Surplus Property for the Depart 
ment of Commerce for a period of about 3 months, in 1945, and I 
resigned that, with the understanding that I could return to my 
business at the end of the war, which I did, and I have divided mj 
interests in Missouri and down in Texas, where we have some interests, 
since that time. 

Mr. Correr. What businesses specifically, have you been in? 

Mr. Eastry. I have had a sort of checkered career. I have beet 
in the banking business, and was an executive officer of an institution 
ior a period of about 7 years, and then since that time 

Mr. Correr. Insurance? 

Mr. Eastry. Insurance. At the present time, now. I left the 
active management of the bank and expended all my time in a cor 
poration which my family has owned for a long period of years. 

Mr. Correr. Including the insurance business? 

Mr. Easter. Including the insurance business, yes. 

Mr. Correr. What is the name of that corporation ¢ 

Mr. Eastry. Home Banking & Loan Co. 

Mr. Correr. And what is the address of that company ? 

Mr. Eastey. 108 North Main, Webb City, Mo. 

Mr. Correr. Have you been in the radio business ? 

Mr. Eastey. Yes, sir: I have. We have a broadcasting station 
Joplin, Mo., of which I happen to be the president. 

Mr. Correr. Is Mr. Nee associated with that ¢ 

Mr. Eastey. Heis. He is onthe board of directors. 

Mr. Correr. Do you and Mr. Nee have the principal interest in that ’ 

Mr. Eastry. No; we do not. 

Mr. Correr. Could you tell us how the idea of Midwest Grain Stor 
age was conceived ? 

Mr. Eastey. My first recollection of the thing occurs to me possibly 
some time in June of 1949. I had a telephone call, as I recollect, from 
a Mr. Ed Turney, who is the real property director of the War Assets 
Administration in Kansas City. He advised me that he was coming 
to Camp Crowder, and if it was convenient, he would like to talk 
to me. 
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Mr. Correr. Were you a friend of Mr. Turney’s? 

Mr. Eastey. I did not know him at all. 

Mr. Correr. Do you know why he singled you out to call on you? 

Mr. Eastey. No, I certainly do not, Mr. Cotter. 

Mr. Correr. Had you ever been in the grain business before / 

Mr. Eastery. No, sir; certainly not. 

Mr. Correr. Go ahead. 

Mr. Easter. I went to Camp Crowder, and I spent some time with 
Mr. Turney, possibly an hour, and he wanted to know, he said that 
the Government was interested, or that his organization was inter 
ested in doing something with the Crowder facility, and he thought 
perhaps there might be some sort of activity down there, possibly, 
and suggested the grain business, which would get some sort of reve 
nue coming in from the buildings down there. 

Mr. Correr. He was interested purely from the point of view of 
revenue for the Government ? 

Mr. Eastey. He told me that the property was in the hands of the 
University of Missouri at the time, that the title was, and the Govern- 
ment was interested in attempting to try to get enough income coming 
in to try to take care of it, because the university had refused to 
contribute, and that is when he discussed the grain angle. He said 
that they had already had the Harris Grain Co. in, and I asked him 
how it came that they did not go ahead and take the remainder of it, 
and he said that they were not interested, and he just thought perhaps 
I might be interested or know someone in that territory down there in 
the vicinity who would be. 

Mr. Correr. Did you ask him why he came to you ? 

Mr. Eastry. No. It did not occur to me. 

Mr. Correr. Did it appear strange that he did come to you when 
you had not been in that type of business ? 

Mr. Eastey. I do not know. I think really that Mr. Turney was 
just simply conscientiously trying to find a tenant, Mr. Cotter, and 
I have lived down there for many years. I knew a lot of people 
around the office where he works, and he apparently made frequent 
trips down there. 

Mr. Correr. What did you do as a result of your conversation 
with Mr. Turney ¢ 

Mr. Easuey. I got in a car and rode around with him a few minutes 
and I told him I had had no experience in the grain business, and 
that the buildings looked pretty dilapidated to me, I did not have any 
particular interest in it at all. 

Mr. Correr. You went out and inspected the buildings at the 
time ¢ 

Mr. Eastxy. We drove around in the immediate vicinity of what 
we called the old laundry, an area of the Camp known as Area No. 
14. And he was particularly interested in trying to get some of the 
large building closer to the tracks that had large floor areas under 
lease. 

Mr. Correr. Did you meet anybody when you were out there at 
that time inspecting the buildings? 

Mr. Eastery. No, sir: I did not. 

Mr. Correr. Did you meet Mr. Edwards at that time ? 

Mr. East FY. We had our conference in Mr. Edwards’ office. 

Mr. Correr. Was Mr. Edwards part of this initial conference? 
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Mr. Eastey. I do not recall whether he was there through t 
entire conference or not, Mr. Cotter. 

Mr. Correr. Did he indicate an interest at that time ? 

Mr. Eastey. He did. We discussed it afterwards. 

Mr. Correr. Are you a friend of Mr. Edwards ¢ 

Mr. Easter. Yes. 

Mr. Correr. Have you had business relationships with him / 

Mr. Eastey. I have. 

Mr. Correr. What type? 

Mr. Eastey. I have known Mr. Edwards for possibly 20 ve ar 
During that period of time, I have executed bonds for him, and a 
his insurance business, 

Mr. Correr. Has he done construction work for you? 

Mr. Eastey. We retained him when we built the radio station. M) 
Edwards did that work. I have known him through a long period 
of time. 

Mr. Correr. What was the further outcome of your discussions?! 
What action did you take? 

Mr. Eastey. I have been associated with Mr. Nee in business 
through a period of possibly—I have known him 20 years, and out 
personal relationship has been that of close friends, and he frequent], 
comes to Springfield. And he chanced to come to Joplin, and I told 
him of my conversation with Mr. Turney, in a casual way, and possibly 
a week or so later he called and wanted to know if I could make 
rangements for Mr. Myers to make an inspection of the buildings «at 
Camp Crowder. 

Mr. Correr. Who called? 

Mr. Eastey. Mr. Nee called, and asked if I could make arrange 
ments with Mr. Myers. 

Mr. Correr. What was your motivation at that stage, just as a 
matter of curiosity, Mr. Easley? Was it a profit motive? 

Mr. Eastey. I would say so; yes, sir. It struck me. I knew 
nothing about the grain business, but of course it occurred that if 
there was a possibility on the storage proposition, there were oppor 
tunities for profits in it, and that is purely my motive in the matter. 

Mr. Correr. Will you continue to relate how this corporation was 
evolved ? 

Mr. Easter. Mr. Myers was there a short time. And possibly some 
time, a week or so, later, he wanted to discuss it with someone else. | 
did not know who that was. 

Mr. Correr. Mr. Myers? 

Mr. Eastey. Mr. Myers did. 

Mr. Correr. Did you know Mr. Myers? 

Mr. Eastey. No. That was the first time that I had met Mr. Myers 

Mr. Correr. What did Mr. Nee tell you when Mr. Myers wanted 
to inspect the buildings? Did he come down as an authority on grai! 
or on storage ¢ 

Mr. Eastry. I think that Mr. Myers came primarily to get a genera! 
picture of the thing. 

Mr. Correr. You understood that he would be interested in a ven 
ture, too? 

Mr. Eastey. That is correct. He wanted to discuss it with someone 
else, you see. And at that time, I later learned that Mr. Myers talked 
to Mr. Stark. 
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Mr. Correr. At that time, Mr. Myers reported that he had talked 
to Mr. Stark ¢ 

Mr. Eastey. No. 

Mr. Correr. Later / 

Mr. Eastey. Later. 

Mr. Corr R. Will you develop that 4 

Mr. Eastry. Later Mr. Stark inspected the property. In the 
meantime, nothing had been done with it. And so we discussed the 
situation and thought that there could be the possibility of a satis 
factory project being worked out if we got a proper organization set 
up and had people in charge of it with the know how, and the dis- 
cussions commenced with Commodity first. and then with War Assets 
afterwards. 

Mr. COorTrer. Do you know who negotiated with War Assets / 

Mr. Easuey. Of course, it was originally intended that all opera- 
tions would be carried on out of Kansas City, and that would be the 
home office, and it was and still is. 

Mr. Correr. You mean of the Midwest Corp. ‘ 

Mr. Eastry. Yes, sir. 

Mr. Correr. Yes. 

Mr. Eastxy. But we decided that we would go ahead with the thing 
if the arrangements to lease the facilities and obtain a contract could 
he properly negotiated. 

Mr. Correr. Were you in on the negotiations with War Assets ‘ 

Mr. Eastry. No, I was not. 

Mr. Correr. Were you in on the negotiations with CCC? 

Mr. Easter. No, sir. 

Mr. Correr. Was there a meeting of the principals at some time 
where you finally agreed or decided to form the corporation ¢ 

Mr. Eastey. My recollection is originally that it was intended to 
set it up as a partnership, and as it progressed, it finally moved over 
to where it was thought advisable to function asa corporation. 

Mr. Correr. Were there supposed to be fewer partners than prin 

pals in the corporation ¢ 

Mr. Eastry. No. 

Mr. Correr. Was it not agreed to initiate the venture only after 
all five of the people who contributed money to it had agreed that 
they would join it? 

Mr. Eastry. I think that is correct. I want to qualify that be 
cause, you see, I was 160 or 175 miles away, and I had the utmost 
confidence in Mr. Stark and Mr. Myers and Mr. Nee: and Mr. 
Edwards and myself were 167 miles away, and when they finally 
decided to go corporate, it did not make any difference to us, as far as 
we were concerned, 

Mr. Correr. You were 167 miles away from where / 

Mr. Eastry. Kansas City. 

Mr. Correr. How far were you away from Camp Crowder? 

Mr. Eastry. Twenty miles. 

Mr. COTTER. Did you have a stockholders’ meeting at which you 

ime to some agreement about forming the corporatio 4; 

Mr. Eastry. We had an agreement on a Sunday, as T recollect. 
Everyone happened to be down in that part of the State. 

Mr. Correr. Mr. Nee, Mr. Myers, Mr. Stark, Mr. Edwards, and 


vourself ? 








398 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Eastey. Mr. Nee, Mr. Myers, Mr. Stark, Mr. Edwards, a: 
myself. And at that time we decided, then, and all of us agreed th 
if the proper arrangements could be worked out in their entirety, 
would go ahead. 

Mr. Correr. Had the arrangements been made by that time? 

Mr. Eastey. No; they had not. 

Mr. Correr. You had not any oral commitments from either W 
Assets or CCC? 

Mr. Easutry. I am not prepared to get into that, Mr. Cotter. Ia 
reasonably certain that we had not, because that was my advice. 

Mr. Correr. On that occasion, did you decide how much money 
would be subscribed in the form of stock? 

Mr. Eastey. We decided to incorporate originally for $25,000, ar 
then lend the corporation whatever funds it needed to carry on fri 
that point. 

Mr. Correr. Is that what you did do? 

Mr. Eastey. Yes, sir. Together with our borrowings, before w: 
got our grain unloaded, we had about $165,000 invested, and borrowed, 
before we ever received any funds back from rental or storage. 

Mr. Correr. How soon after this meeting did you put up your 
money ¢ 

Mr. Eastey. I think it must have been in early September. 

Mr. Correr. When was the meeting ? 

Mr. Eastey. In early September. 

Mr. Correr. Were you here today during the testimony that ther 
were commitments and negotiations substantially ahead of the date 
of the contract, which was, as I recall it, September 19th, on CCC 
part, and the lease was September 14th, as I recall, with War Assets 

Mr. Easter. Yes, sir; I heard that testimony. 

Mr. Correr. It must have been that there were definite commit 
ments at the time you formed the corporation ¢ 

Mr. Eastery. I think that is true. We did not keep up with th: 
routine as the negotiations were carried on, and had nothing to d 
with it. 

Mr. Correr. Now, what was the discussion of the duties of t 
various individuals in the corporation? Was there any discussion as 
to who would do what ¢ 

Mr. Ie ASLEY. Of course, the Vv hi id to be ch: anged, Mr. Cotter. He 
there are reasons why the ‘V hi ad to be ch: inged. In the beginning, « 
course, the office was established to be set up and operated out of 
Kansas City. The arrangements had been made to contract with a 
group, Cole & Humble, who were contractors, and they were furnished 
a pe formance bond that the *y were Ina position and able to unload 
this grain when it came in, for so much per bushel. They were going 
to contract to unload the grain and then about all Midwest would 
need would be a superintendent and a skeleton personnel, and th: 
reports could be directed into Kansas City. 

The operation commenced, and there apparently was a lot of grai: 
on the sidings, because they moved about 290 carloads of corn i 
there almost immediately. It had just commenced to collect demur 
rage. The fellows who undertook to contract in the unloading opera 
tion could not cope with the situation, and their equipment was 
inadequate, and Mr. Stark at that time sent out to Denver and 
around and got quite a lot of equipment which he just loaned to the: 
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n an effort to try to get them underway, and they first loaded the 
orn into buildings that had concrete floors. 

Then when they got into the barrack type of building, which was 

evated, the first couple of carloads they got in, we had been ad- 
vised that we could put grain in up to the air ducts, which was 
possibly 7 feet on the flooring. 
~ Mr. Correr. Was your 6,000,000 estimate based on that depth, or 

d you have additional buildings available? 

Mr. Eastey. No. I think that it was based on the theory, Mr. 
Cotter, that that area could be loaded. But after getting a couple of 

irs in there, into that type of building, the floors collapsed, the 
joists broke. So we were in serious trouble pretty shortly. 

I consulted with the fellows in Kansas City, and they instructed me 
to take any steps that were necessary to support those buildings. | 
discussed 1t with Mr. Edwards, who was a general contractor, and 
we made arrangements with him to go in underneath those buildings 
and put in mud sills and support them on 3-foot intervals all the way 
cross the buildings. 

He was to continue to do that work until we could get up an or- 
ganization of ourown. And because the contractors could not unload 
the grain, we decided to forfeit their contract, and handle the whole 
proposition ourselves, 

Mr. Correr. Who had charge of the books of the corporation ? 

Mr. Eastey. The books of the corporation originally were in Kan 
sas City. They sent them down to my office at that time. 

Mr. Correr. Who were they, in Kansas City? 

Mr. Easter. I think they were in Mr. Myers’ office. 

Mr. Correr. But you kept them after that? 

Mr. Easter. They were sent to our office, and we arranged to get 

ir reports from Crowder into my office, and we handled it there. I 
iad Mr. Cusack, of Cusack & Cusack, a firm of public accountants, 
set up the accounting procedures, and they have followed them 
through ever since. 

Mr. Correr. I do not think I as sked you this. Who was to be presi- 
ent and head your corporation up? 

Mr. Eastey. Mr. Myers was the president. I was the vice presi- 
lent. Mr. Nee was the secretary, and Mr. Stark was the treasurer. 

Mr. Correr. What was Mr. Myers supposed to supply in the way 
of know-how or work for the venture ? 

Mr. Eastry. Mr. Myers and Mr. Stark and Mr. Nee, all of them, 
irried on all of the negotiations. Of course, Mr. Myers is widely 
known in the grain business. 

Mr. Correr. Mr. Myers is? 

Mr. Eastey. Yes, indeed. And he has been very helpful all 
vay through. He has made numerous trips down, and assisted us 
ind made recommendations in carrying out the grain, and he of 
ourse has stood with us financially all the way through on the 

thing. 

Mr. Stark, of course, has had many years of experience in the grain 
business, and his experience is invaluable. 

Mr. Correr. I think that his reputation is well known. 

Mr. Eastey. Mr. Stark would make regular inspections, bringing 
he Missouri Grain Commission inspectors down, and they would go 
ll over that place, and spot check it for infestation, and we followed 
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his and Mr. Myers’ advice all the way through in the care of thy 
grain. Mr. Nee, of course—— 

Mr. Correr. You mean Mr. Stark’s advice? 

Mr. Eastry. That is right. 

Mr. Nee, of course, as has been brought out here, carried on mar 
of the negotiations, and, of course, we have had the requirement fo) 
#2 competent attorney, and we think he is. He has also made numero) 
trips and consulted with us, and assisted all the way through. An 
as far as my activity in the thing was concerned, it became primari 
then an operational function right on the job, and we were on top 
of it, and we had a very good man in charge of the operation as th 
superintendent. 

Mr. Correr. Were the books relegated to you because you had not 
had any function in the negotiating and lining up of the contract / 

Mr. Eastey. No. I think it was just simply a distress proposition, 
Mr. Cotter. We reached the point where we had to act and act 
quickly. 

Mr. Corrrer. How did you unload this grain? Did you have scales 
there to check the weights, and so forth ? 

Mr. Eastry. On the inbound shipment, Mr. Cotter, we unloade: 
1,026 carloads of corn, and that was represented by about 15,000 
truckloads of grain. We originally commenced to run it across a 
wagon scale there, or a platform scale. It became bottlenecked. Thy 
grain inspection of the Missouri Grain Commission insisted that they 
just wanted to work certain hours, and we had to go day and night 
on account of demurrage, and the backlog of cars that we had. 

Finally we decided to have Western Weighing supervise the rai! 
weights, and take their weights. That agreement was made wit! 
Commodity. 

Mr. Correr. You took rail weights rather than terminal weights’ 

Mr. Eastey. That is correct, in the unloading operation. Now, o1 
the outbound operation we had more time. So we arranged with thy 
Missouri Grain Commission to inspect all cars, sample them, weig 
all the grain, and they had complete charge of the outbound ship 
ment. And we reimbursed them for that service. 

Mr. Correr. Where did they weigh the cars on the outgoing? 

Mr. Eastxy. What they did was this: we loaded in cars, Mr. Cotter. 
and we used a grain bed on the outbound movement, and it took 


about 10 grain beds to fill a car, and they used the individual weights. 


and then they would transpose that over to an official weight cer 
tificate, and attach—and at the same time they would sample and 
grade the erain. 

Mr. Correr. How much grain did you say you stored there / 

Mr. Eastry. There were 2,041,000 bushels. 

Mr. Correr. And for how long did you store it? 


Mr. Fastey. We unloaded our first car on the 24th of October 1949, 


and we unloaded at the camp on about the 8th of May 1951. 


Mr. Correr. And do you have a record there of the cost of your 


operation, and the profits, and so forth ? 

Mr. Eastry. Mr. Cusack, who is our C. P. A.. has the statement 
which was made and to which he has certified, Mr. Cotter. 

Mr. Correr. Did he handle the actual keeping of the records rathe1 


than you, or did he come in at some later time and make an audit of 


them / 
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Mr. EASLEY. We had him handle all of our records and check them 
regularly. Then, of course, we had so many people wanting to see 
our records, and we wanted them to be right. And along about last 
September our activity had stopped then in its entirety, and so we 
arranged for Mr. Cusack just to maintain and take over and keep all of 
the records, and he has done everything since that time. He has 
worked with the General Accounting Office and with the Treasury 
Department and with members of your staff here. And he is here, 
und I can obtain that statement for you. 

Mr. Correr. You have your records, do you not, Mr. Easley, there 
Do you have any of the records of your company / 

Mr. Eastey. I do not have athing right here with me. I can obtain 
most anything that you would want. I think that we have fairly 
omplete records with us. , 

The Cuarrmman. Is Mr. Cusack in the room / 

Mr. Eastey. Yes. 

The CuarMan. Are the records with you / 

Mr. Cusack. Yes; they are. 

The Cuarrman. Mr. Cusack, will you step forward, please / 
Senator Kem. Mr. Chairman, when did the chairman have in mind 
taking a recess ‘ 


The CHarrMan. We have a few more witnesses here. Of course, I 


do not expect to go through all this, Senator. But 1 am trying to go 
through as much as we can. 

Senator Kem. I think we have all had a hard day. As far as I am 
concerned, I have a lot of mail to sign. I would like to adjourn until 


o'clock tomorrow morning, if it suits the convenience of the 
committee. 

The CuarrmMan. How about 9:30, Senator / 

Senator Kem. Very well, 

The CHarrman. Without objection, then, the committee will stand 

recess until 9:30 tomorrow morning. 

(Whereupon at 6:00 p. m., the committee adjourned, to reconvene at 
9:30 a.m., Wednesday, March 26, 1952.) 




















INVESTIGATION OF STORAGE AND PROCESSING 
\CTIVITIES OF THE COMMODITY CREDIT CORPORATION 


WEDNESDAY, MARCH .26, 1952 


UNITED STATES SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recess, at 9:35 a. m., in room 524, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
Sldaine’. 

Present: Senators Ellender (chairman). Anderson, Aiken, Young, 
Thve. Kem, Hickenlooper, Mundt, and Johnston. 

Also present : Paul J. Cotter, chief counsel for investigations. 

Phe Cuarrman. The committee will be in order, please. Mr. Easley. 
Mr. Easley, you were on the stand when we recessed last night. Mr. 
Cotter, do you wish to continue ¢ 

Mr. Correr. Yes. 

The CHarrMAN. Very well. 


TESTIMONY OF HARRY EASLEY, VICE PRESIDENT, MIDWEST STOR- 
AGE AND REALTY, INC., WEBB CITY, MO.—Resumed 


Mr. Corrrer. Mr. Easley, we were getting into the finances of the 
ompany, and you said your C. P. A. was here, but from your own 
records or your own recollection, I am sure that you can tell us as 
to what the officers and the directors received by way of a share of 
the profits from this operation of Midwest. 

Mr. Eastey. Yes, sir. 

Mr. Correr. Begin with yourself. 

Mr. EASLEY. Of course, there were ho ho one was reimbursed at 

itil June of 1950. At that time salaries were established for the 
tive officers, including myself. My salary was set at $625 a month, 
ind Mr. Myers, Mr. Stark. and Mr. Nee’s salaries I think were set at 
st16, if I remember correctly. 

\t that same time there was a payment made to each of the officers 
tockholders in the amount of—it varied—the Board gave me a 
entage I have forgotten exactly what it was—greater than they 

ceived because they took into consideration the fact that I had 
been very active in the handling of the project. In the aggregate it 

ounted to, I would say, between 5 and 6 thousand dollars. 

Mr. Correr. That was your share of the bonus ¢ 

Mr. Eastey. Yes. The first one, I think at that time was uniform: 

e first time, Mr. Cotter, everyone received the same. 

Senator Kem. Mr. Chairman, could we not have the books here and 
get the definite testimony as to these amounts ? 
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Mr. Correr. We could, but it will entail bringing in another witness. 
Do you want to come forward, Mr. Cusack ? 

Mr. Eastexy. Perhaps I can take it from this [indicating], gent| 
men, if it is satisfactory. 

Mr. Myers’ salary was set at $416.66, my salary at $625, Mr. Star! 
at 3416.66, and Mr. Nee at 5416.66. 

Now, the first payment, about which I spoke, Mr. Myers received 
that time $6,053.34. 

The Carman. Is that in addition to the salaries yo 
just enumerated ¢ 

Mr. Easuey. Yes, sir. 

The CHarrman. Or was it for the time prior to this first payment / 

Mr. Eastry. Well, the fact, as I indicated, Senator, none of us, 
you see, had received any compensation from the time the project 
started in June before until June 1950. 

The Cuamman. What period of time did this amount cover? 

Mr. Eastey. That covered. I would say, the entire first year, really 
That is the first reimbursement we had had, any of us. 

The CHatrMan. What do you mean by reimbursement ¢ 

Mr. Eastey. I mean in the form of salary. 

The Cuairnman. You mean reimbursement for the work done by 
you , 

Mr. Eastey. For the services we had performed for the 
corpoartion. 

Mr. Correr. In addition, you each were granted a $5,000 bonu 

Mr. Easuey. That is the amount of it. 

Mr. Correr. That is after about the first 9 months of operation / 

Mr. Eastey. That is correct. 

Mr. Myers at that time received $6,035.34. My payment amounted 
to $8,695.47: Mr. Stark, $6,033.34: and Mr. Nee, 35,988.10. 

Mr. Correr. Did your salaries continue on the same basis throug! 
out the operation ¢ 

Mr Easztey. Our salaries commenced at that time, Mr. Cotter, and 
were continued. 

Mr. COTTER. They did not commence at that time. You drew bac k 
salaries from the beginning of the operation, did you not ¢ 

Mr. Eastry. Well, we considered that this payment, as nearly as | 
could determine, this first payment was to reimburse us for su 





services 

Mr. Correr. As had accumulated ? 

Mr. Eastey. As had accumulated. It was not on a stipulated basis, 
however. 

Mr. Correr From when did it accumulate? When did you feel 
you went on salary ? 

Mr. Eastey. I felt we put a great deal of effort in on this project 
from the latter part of June 1949 up to and this was June of 1950, you 
see. It had been virtually a year and there had been a great deal of 
effort put forth. 

Mr Correr. Did you give me a date when salaries began é 

Mr. Eastey. I would say the latter part of June. 

Mr. Correr. 19497 

Mr. Eastey. 1949, because that was during the period of negotia 


(ion, attempting to get— 
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Mr Correr. Actually you did not set your salaries and you did 
not declare your bonuses until after you had been in operation and 
saw you had accumulated a profit; is that correct ? 

Mr. EASLEY. That is correct; yes, sir. 

Mr. Correr. And was your decision on the basis of which you were 
going to pay salaries and bonuses decided with the income-tax laws 
in mind ¢ 

Mr. Easury. We consulted with our accountant, and it was deter- 
mined that was the best way to proceed at that time. 

Mr. Correr. What was your net profit at the end of the first 9- 
month period of operation in July Y 

Mr. Eastey. I am afraid I would have to call Mr. Cusack in. 

Mr. Correr.* Do you have a profit-and-loss statement, income state- 

ent, May 31, 1950? We have it here. 

Mr. Eastry. Well, that would be correct. Mr. Cusack prepared it, 
did he not ¢ 

Mr. Correr. Profit from operat ions. $53.240.59. 

Mr. Eastey. That would be correct. 

Senator ArkKEN. Does that exclude salaries or include them ? 

Mr. Correr. This does not include salaries. 

Senator Kem. Could you incorporate that statement in the record, 
Mr. Chairman ¢ 

Mr. Correr. May we, Mr. Chairman? 

The CHAIRMAN. Without objection, it is so ordered. 

Mr. Correr. It is the May S51, 1950, Income statement. 

(The statement referred to is as follows a 
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Exuinit No. 24 
Midwest Storage & Realty, Ine Income account (cash basis), fiscal pr 
ended May 31, 1950 
Income from contract S158, OS: 
Expenses: 
Payroll 3, 741 
Subcontractors 10, 250 
Insurance a0, Vee. 
Demurrage 5. 000. 00 
Rent 3, 976. ¢ 
Lumber 4, 414. 30 
Repairs, parts, ete 1, 695. | 
Administrative pay roll 2, UTS. 64 
Missouri grain warehouse weighing DSO, O4 
Gasoline 1, 188, 69 
Surety bonds 1, 250. 00 
Pavroll taxes 1, 334 
Travel expense 680, 42 
Plant security (juards 715. 00 
Cor saivace 325 27 
laintenance tracks 262. 21 
Express and freight 360, 99 
Power 246. 00 
Grain handling charges 1, 221. 46 
S ale testing inspection expense 171. 25 
Legal and professional 463. 13 
Telephone and telegraph DSS. 61 
Supplies, printing, office expense 302. 64 
(‘ontract trucks 403 rd 
Taxes 19, 25 
Interest 400, 00 
Miscellaneous 286. 80 
Deprec ation 2, 548. 68 
Pota 104, S45, 22 
P rom operations od, 240). 59 
Loss f sale of equipment 2, 193. 32 
Ne ofit before income taxes 1, O47. 27 
ii i Tor n me taxes 4), 418. 91 
Net | fit for neriod 1). GS, St 
Im es dep tion through June 30, 1950 
Reporting f1 nsurance on contracts computed through June 30, 1950 


The CHAIRMAN. Was that after the payment of these salaries / 


Mr. E 
unit 
The 


Mir. Cotter 


’ 
. 


just mentioned ? 


sey. These salaries were not paid, Senator, according 
ne of 1950, though that was before 
CiamMan. So that they were paid out of the profits that 


\ir. Eastey. Yes, Senator; I am quite sure that is the way it is. 
Did you consider 


The ¢ 


that a bonus or 
sider it / 
Mr. Easury. 
tha 
t, that that was actually a salary. 


The CrarrmMan. How was 


the amount 
ck vou utilized to determine the amounts ? 


fixed ? 


HAIRMAN. Mr. Cotter mentioned bonuses. 
a salary for back work 


In the beginning I always operated on 
t we received no pay, and there was no particular bonus about 


Just how did you Col 


the theory 


Could you tell us 
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Mr. Eastey. On the approximate basis of the salaries which were 
lv determined, Senator Ellender, the list of which I just fur- 
shed you. 

Mr. Correr. Was there any discussion as to whether that would 

» declared advanced drawings against dividends or bonuses, or 
it ¢ 

Mr. Eastey. I think it was treated pl larly as a bonus, Mr. Cotter. 
Mr. Correr. After you had only been in operation 9 months, even 
ough you had showed such sizable profits, you still had the grain 
there and there was always a chance of loss. Was it good bus! 


ness at that time not only to take out your salaries but declare yourself 


h a $5.000 bonus 7 

Mr. Eastxy. We felt that it was a satisfactory way to proceed 

that time: yes, sir. 

\ir. Corrver. Then. continuing on. what was the aggregate amount 

it you received for your efforts in connection with this operation, 
ding salaries, bonuses, or other type of drawings? 

Mr. Easiey. $26,866.47. 

Mr. Corrrr. Is that the only profit you received from the opera 

of Midwest / 

Mr. Easter. I sold the insurance, and through my insurance com 
pany had a profit derived off the commissions. 

Mr. Cofter. What was the aggregate of the commissions derived 
from the insurance / 

Mr. Easuxy. The rate was high and the commission was consid 
erably lower than ordinarily it would have been. I would say in 
the neighborhood of between eight and nine thousand dollars for 
the period of time it was carried. 

Mr. Correr. What period of your time over this period from 1949 
until you shipped out the grain and wound up, did you devote to 

operations ¢ 

Mr. Eastey. 1 would Sa \ of course. you understand the type of 

peration it was. You would have peak times where you would 

to be there a great deal of the time, and— 

Mr. Correr. When you shipped in, of course, you probably de- 

ed a great deal of time to it ? 

Mr. Eastry. That is right. And then you had your supervision, 
you make numerous trips. To directly answer your question, I would 
say a third of my time I devoted to that project, Mr. Cotter. 

Mr. Correr. Would it take a third of your time while the grain 
was in dead storage there ? 

Mr. Eastry. That was over-all and in the aggregate. But there 
ever a week or never a lapse of time I wasn't down there several 

Cs a week, 

Mr. Correr. And you were the most active officer and you were 

lextra for your time ? ° 
Mr. Eastey. Yes, sir: that is correct. 

Mr. Correr. How much time did Mr. Myers give, in your estima- 


Mr. Exstey. Well, of course, I am not competent to state. 

Mr. Correr. From appearances to you. 

Mr. Eas y. Well. you mean with particular reference to the opera- 
tself down there? 
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Mr. Correr. Yes. How much of his time would you guess that he 
gave to this, outside of the original negotiations? 

Mr. Eastey. Oh, I don’t know, probably maybe 10 percent. 

Mr. Correr. How was that manifested to you? 

Mr. Eastey. Primarily Mr. Myers, he was particularly valuable to 
us, of course, in the early stages of the thing, and devoted tremendous 
amount of time at that particular time. Afterwards it was brought 
to my attention by trips he would make to Crowder, suggestions he 
would make having to do with the operation and the storage of the 
grain and advising as to how it should be cared for. 

Mr. Correr. What part of Mr. Nee’s time was devoted to the project / 

Mr. Eastey. Well, Mr. Nee was a pretty steady visitor through thy 
entire period of time. He made regular trips. 

Mr. Correr. Did he have occasion to be down there anyway ? 

Mr. Eastxy. Yes. I think Mr. Nee maintains his legal residence 
in Springfield, and he was back and forth. 

Mr. Correr. What would his purpose be in coming over there, to 
inspect the grain? 

Mr. Eastey. No. Primarily it was just to keep in touch with the 
operation. 

Mr. Correr. Who was the operation—you ? 

Mr. Eastey. Well, it was myself, and we had a superintendent in 
charge of the operation, and he made very frequent trips. 

Mr. Correr. How many employees did you have during your dead 
storage period / 

Mr. Eastey. Well, it was not a regular—for instance, when we 
would have to—they would make an inspection, the grain commis 
sioners would come down or the grain commission, and they would 


inspect, and we would have to fumigate. At that time our pay roll 
would build up for a period of time while we were turning the grain, 
moving, and then we would try to slack it off, and at times we would 
not have over five or six men there, and they were there all the time. 


Then again we would build it up. We would have 25 or 30 for a 


period of time. 

Mr. Correr. Did Mr. Nee also devote some time for legal services 
to the corporation / 

Mr. Eastey. Yes; Mr. Nee handled all of our legal business. 

Mr. Correr. He was paid separately for that, was he not ? 

Mr. Easutey. No. His firm was reimbursed for telephone bills, per 
haps, and some certain amount of travel expense. The type of work 
Mr. Nee did for us—for instance, we had quite a lot of, oh, our rela 
tionships with the railroads and the western weighing adjustment 
groups on car weighs, and what not, which would get involved, and 
he put a great deal of time in on an in-transit matter that [am think 
ing about where we could have been penalized very heavy on the grain 
that was in storage there. It seemed there was always something of 
that kind coming up, and he took care of it for us. 

Mr. Correr. I see a check here of November 25, 1949. to Nee. 
Schrader & Kimmel for $403.13. Would you know what that is? 

Mr. Eastey. Not offhand, without referring to the books, Mr. Cot 
ter. Apparently if it were made payable in that manner it is to his 
firm. 

Mr. Correr. Wouldn't that be for legal work? 

Mr. Eastry. I would say so: yes, sir. 
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Mr. Correr. Do you know any other instance where he got paid 
a fee of that nature ? 

Mr. Eastey. No; I don’t. The only thing I can recall, in thinking 
back, is for the payment and reimbursement of telephone expense and 
such things as might originate in his office, which would be a firm 
expense. 

Mr. Correr. What was Mr. Edwards’ participation in the venture 
and what was his share of the profits ¢ 

Mr. Eastry. Mr. Edwards is a general contractor. 

Mr. Correr. He was an original stockholder ? 

Mr. Eastey. He was an original stockholder and—— 

Mr. Correr. Did he advance $5,000 in addition to that ? 

Mr. Eastey. He did. And when these salaries were set up and 
ifter he received his first pay ment, Mr. Edwards was engaged in con- 
tract work and he never devoted any time of consequence to the pro}j- 
ect. That is the reason he was not set up on the salary basis as the 
other officers were. 

Vir. COTTER. You say he did not devote any time to the project i 

Mr. Eastey. Up to that time he had helped. 

Mr. Correr. He had not taken part in the negotiations? 

Mr. Eastey. That is right: he had not. And he had been the cus- 
todian until shortly before we unloaded the grain at Camp Crowder, 
and when the buildings broke down 

Mr. Correr. You mean the protection and maintenance contractor $ 

Mr. Eastey. Yes, sir. 

Mr. Correr. Did not his contract with War Assets continue on 
through the time that you were unloading grain ¢ 

Mr. Eastey. No. Mr. Edwards, I think, left the services of the 
General Services Administration in December of 1949. 

Mr. Correr. But you moved in there in September or October ¢ 

Mr. Eastey. Of course, we did not get our grain unloaded until the 
244th of December. And in the meantime a protection and mainte- 
nance crew under a Mr. Dixon took over. Mr. Edwards did, though, 
is I told you yesterday, Mr. Cotter, when the buildings commenced 
to break down, why, my association authorized me to hire Mr. Ed- 
wards to do the emergency work necessary to put the buildings in 





such shape as we could go on and get the grain off. 

Mr. Correr. How many buildings did you have to shore up at this 

me é 

Mr. EaAsu we We started up and we shored every building that we 
had under lease except those that had cement floors. 

Mr. Correr. How many buildings was that ? 

Mr. Eastey. 161. 

Mr. Correr. And what was the extent to which you shored them ? 
You had to put cement piers? 

Mr. Eastry. No. We received permission from the protection and 
maintenance people to use—we used what cement blocks we could 
salvage that were available, around. 

Mr. Correr. From Camp Crowder ? 

Mr. Eastey. Yes, sir, and then-—— 

Mr. Correr. When you say you received permission from the pro- 
fection and maintenance people, you mean Mr. Edwards, do you not ? 

Mr. Eastry. No, sn It would be really War Assets Adminis- 


tration. 








410 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Corrrr. Yes, but he was their contractor. 

Mr. Easter. Well, you see, he left prior to the time we got it w 
loaded, Mr. Cotter. 

Mr. Correr. You mean that this shoring work was not done unti! 
after December 24? 

Mr. Eastey. No. Mr. Edwards commenced the work, you see, but 
he left. In the meantime we built our organization up and took it 
over ourselves. Now, we had to buy telephone poles, telegraph poles, 
and heavy timbers, and we had to put mud sills under all of those 
buildings, and we set these supports—— 

Mr. Correr. Wasn’t there a considerable amount of this material 
that you used which was taken from what was left around at Camp 
Crowder ? 

Mr. Eastey. To my knowledge, nothing except some cement blocks 
which they permitted us to use. We had to buy everything else. 

Mr. Correr. How much did you pay Mr. Edwards for the constr 
tion work that he did in shoring up the buildings? 

Mr. Eastey. My recollection is that it was about $13,000. 

Mr. Correr. Do you have the exact fee there? 

Mr. Easter. I don’t have it here. I think I can get it in just a 
moment. Our records show here— and I want to qualify this by 
stating there are invoices here to support Mr. Edwards’ billings to 
us. We were getting in quite a lot of equipment at the time, and he 
paid several freight bills for us, which are in here. - And he also pur- 
chased, and I asked him to accommodate us—we bought an old truck 
to bump cars with and the bill for that is in here. So that would 
probably run somewhere in the neighborhood of $800, maybe expenses 
that he had paid for which we were reimbursed. 

The total figure appears to be $13,513.76, 

Mr. Correr. Now, how much did you pay any other construction 
contractor for this shoring work? 

Mr. Eastey. Well, by the time Mr. Edwards had completed the 
work here we then had our organization built up, and we went ahead 
and did the remainder of the work with our own organization under 
Mr. Ebright. 

Mr. Correr. I thought you mentioned another contractor. 

Mr. Eastey. Well, we hired Cole & Humble orginally to unload 
the grain and we had to dismiss them because—— 

Mr. Correr. I mean another construction contractor. Did you not 
mention somebody else who did the construction work, another mainte- 
nance man who took over ? 

Mr. Eastey. Well, no. I think perhaps you are referring to Mr. 
Dixon. 

Mr. Correr. Yes. 

Mr. Easter. Well, C. J. Dixon came in and took Mr. Edwards’ 
place as the maintenance contractor at Camp Crowder. But he did 
not work for us, no. 

Mr. Correr. Well, how much is the material? Do you have that 
broken down? How much material did you have to purchase for 
shoring in excess of a hundred buildings? 

Mr. Easter. It doesn’t seem to be broken down as far as Mr. 
Edwards is concerned. It can be broken down very easily. We spent 


ml 


an additional—Mr. Cotter, after Mr. Edwards finished, I am of the 
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opinion that Midwest paid possibly five to six thousand dollars for 
ditional lumber and materials necessary to complete the shoring 
ob, and that is exe lusive of any labor costs. 

Mr. Correr. You had to build bins and tear out partitions, and 

forth, in these buildings before you put the grain in; is that right 4 

Mr. Easitey. Some of the buildings you were confronted with this 
problem: You had partitions in there, divided by partitions. They 
were small and it wasn’t practical to put the grain in, and a number 
of the buildings we didn’t put grain in for that reason. But we got 
permission from War Assets to remove temporary partitions. 
~ Mr. Correr. Is that from Mr. Bernard ? 

Mr. Eastey. Yes. Temporary partitions. It was construed to be 
«a partition that had been built in after the building was erected and 
wasn’t shown in the blueprint. 

Mr. Correr. Didn't vou receive permission to use scrap timber and 

mber, and so forth, that was there at the camp, and didn’t you so 
use a quantity of this material ¢ 

Mr. Easter. No, sir. The only thing we used, Mr. Cotter, was— 

for instance, they would tear down partitions and perhaps there 
might be some old plywood or Celotex, or something of that kind, and 
they gave us permission to use that to cover windows and whatnot, 
you see, wherever we could. 
; Now if there were doors or framework or anything of that kind, 
we were instructed to put it in the building that we took it down in, 
and it was left there, and on all occasions it was in those buildings 
when we unloaded the grain. 

Mr. Correr. What other reimbursement did Mr. Edwards get for 
his contract work ? 

Mr. Eastey. Well, Mr. Edwards was paid in June of 1950 on a basis 
exactly comparable to—the figure does not seem to be here. gut he 
received reimbursement on the same basis as the rest of us did in 
June. 

Mr. Correr. Did he get the $400 a month or $600 a month or what ? 

Mr. Eastey. No. At that time he received that, and then he was 
not set up for any salary after June of 1950. 

Mr. Correr. Did he get his bonus at that time, too? 

Mr. Easter. He did; yes. 

Mr. Correr. So how much in the aggregate did he receive ? 

Mr. Eastey. I think it was about $6,300 at that time. 

Mr. Correr. That would be just a salary, would it not, rather than 
the bonus ¢ 

Mr. Eastey. It would be for his services from the time we com- 
menced up to that time: yes, sir. 

Mr. Correr. Well, did you give it to him as salary, as a bonus, or 
did you consider it profits he made out of the construction contract ? 

Mr. Eastry. No. We just considered that was legitimate business, 
and if Mr. Edwards made anything on the contract I don’t know. 

Mr. Corrrer. And then he was out? 

Mr. Eastry. No. Mr. Edwards retained his stock until 1951. the 
latter part of 1950, when he sold his stock, and it was taken up by 
the company as treasury stock, capital stock of the company then being 
reduced to SZOOUOD, 

Mr. Correr. Did the Midwest Corp. have any other business besides 
this grain storage ? 
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Mr. Eastey. Well, the only thing we did—the only thing I « 
recollect is we did do a little trading in grain. We bought—— 

Mr. Correr. Who did that? 

Mr. Easuey. It was handled through Mr. Myers’ office and M: 
Stark’s. 

Mr. Correr. Was that trading in grain futures? 

Mr. Easuey. Yes. 

Mr. Correr. Were you doing that because you had a cash positio 
in grain in storage at Camp Crowder ? 

Mr. Easuery. No. 

Mr. Correr. Were your grain trades any relation at all to the stored 
grains ¢ 

Mr. Eastry. No, sir. I think my recollection is that we bough 
some rye at one time and sold it and made a little money on that, and 
we bought some milo, and I think we lost some money on that. The 
records would show. It is in our records. 

Mr. Correr. When you completed your operation what was you 
profit before salaries and bonuses to officers, Mr. Easley ¢ And I an 
not referring to the balance sheet and financial statement which your 
accountant just produced here which is of recent date, but to shortly 
after the operation was concluded, which would be—what would it 
be—in June of 1951? 

Mr. Eastey. I think we were reimbursed and possibly had our 
funds at that time, Mr. Cotter, in June of 1951. 

Mr. Correr. Do you have e profit and loss statement as of that date ? 

Mr. Eastey. Mr. Cusack indicates that prior to disbursement of any 
salaries or expenses the profit at the time looked to be right about 
$80,000, 

Senator Anperson. At what time? 

Mr. Fastey. That was as of the time that the grain was loaded out, 
Senator Anderson. 

Senator Anperson. The General Accounting Office shows a profit 
of $105.744.20 before withdrawing by officers. 

Mr. Eastey. Of course, unfortunately we do not have the balance 
sheet. Maybe you might reconcile that a little, Mr. Cusack. 

We have got the figure here, Senator, for $98,500, because there is 
S18.500 set up as restoration and the fund set aside for buildings, whic! 
possibly GAO have not shown. 

Senator ANperson. Did you take out of the profits the $5,000 paid 
for stock which have been returned to the treasury ? 

Mr. Eastey. We just reduced our capital stock and paid for it 
with company funds. 

Senator Anperson. That is an earning, is it not true / 

Mr. Easter. Well, it is— 

Senator AnprerRson. I mean it is, isn’t it? 

Mr. Eastery. Yes. 

Senator Anperson. That is right. 

Mr. Eastey. That is correct. 

Senator ANDERSON. Somewhere around $90,000 then before officer 
drawings ¢ 

Mr. Eastry. Yes, sir. Ninety-eight, Senator. 

Senator ANperson. Thank you. 

Mr. Eastey. About ninety-eight five. 

The Cuatrrman. That is over what period ¢ 
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Mr. Eastey. That was at the time, as nearly as we can tell from 
our records, Senator, at the time we had completed and got our hold 
ngs out and prior to any distribution of any funds. 

The Cuarrman. How much time was that—about 20 months, 2 
vears ¢ 
' Mr. Eastey. That was about that period of time; yes, sir. 

Mr. Corrrer. Have you seen this financial statement that is in the 
General Accounting Office report ¢ 

Mr. Easter. No, sir: I have not seen it, Mr. Cotter. 

Mr. Corrrer. Well, at some time did your auditor make a profit and 
oss statement which reflected your status on approximately November 
30, 1951? 

Mr. Cusack. Yes, sir. 

Mr. Corrrer. Didn’t that reflect a profit on operations before officers 
ind stockholders drawings of $105,744.20 ? 

Senator ANDERSON. Maybe we can get at it this way, Mr. Chairman: 
They must have filed an income tax statement for 1950 and 1951, if 
rnose could be produced. 

Mr. Eastey. We have our net here. It would be $91,798.16, 
roughly, or about $107,000, answering your question. And that is as 
of November 29, 1951. Here is the complete statement (offeri 
document). 

Mr. Correr. Mr. Chairman. May that be entered into the record? 

The Cuatrman. Without objection it is so ordered. 

(The document referred to is as follows :) 


} 


ir 
ig 


Exutsir No. 25 


MiIpWEST STORAGE AND Reaury, INc—ReEporT FROM DATE OF INCORPORATION TO 
NOVEMBER 29, 1951 


CUSACK AND CUSACK, 
Kansas City, Mo., November 30, 1951. 
To the Board of Directors, Midwest Storage and Realty, Inc., Kansas City, Mo.: 
We have reviewed the transactions on your books for the period ended Novem- 
er 20, 1951, on a select test basis for the purpose of furnishing a report for the 
ise of management of the company. Since the scope of our review did not 
ude all the verifications generally considered necessary for the expression of 
opinion, we are not in the position to express an independent accountant’s 
inion with respect to the accompanying financial statements. 
Very truly yours, 
(CUSACK AND CUSACK, 
Certified Public Accountants 
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Midwest Storage € Realty, Inc-—Comparative balance sheets 


September | June 30, 


1949 


ASSETS 
Current assets 
Columbia National Bank | $15 
Due from Mid-Continent Grain Co 
Due from Commodity Credit Corporation | 75 
Due from E. J. Ebright 


Subscripti ceivable $25, 000 


Total current assets 25.000 91, 


Trucks and equipment 
Trucks 1 
Equipment 12 





1950 


, 679. 22 


240.00 


, 796. 85 


716. 07 
825.00 
705. 90 
530. 90 
043. 04 


187. 8h 


ir , 322. 31 
Prepaid re | 2 685, 51 
Orga rat ex pense 153. 13 
Total ad 25.000 | 118. 364, 88 
LIABILITIES , : 
Current liabilities 
Notes payable, Webb City Bank 5, 333. 40 
Due Commodity Credit Corporation 2, 800. 00 
Accounts pavyabl 10, 340. 84 
Accrued liat es | 
Accrued payroll taxes | 
Accrued payroll 
Accrued income taxes, current year, Federal 
and State 4,734.63 
I abilities 23, 208. 87 
Deferred : --| 54,912.01 
Capital 
Capital stock — - icant 25. 000 25, 000. 00 
Earned surplus... ... pounedQuatbaebagenceds ‘ . | 15, 244.00 
ee eM cl. 25,000 | 118, 364. 88 


June 30, 


1951 


$66, 256. 23 


1, 062. 5D 
2, 500.00 
69, 818. 73 
3, 693. 00 

48. 45 
3, 741. 45 
1, 796. 52 
1, 944.93 

378. 02 
72, 141. 68 
6, S48. 14 
3, 340. 58 
10, 850. 00 
4, 178. 84 
25, 237. 56 
2. 000, 00 
26, 904. 12 
72, 141. 68 


‘nt 











STORAGE AND 


vVidwest Storage & Realty 


ine 
irain storage 

uipment rental 
irain on option trades 


: ind wages 
Officers salaries 
irance 


os ‘ 
ract 


Rent 


trucks 


Irrage 


Othce expense 





I n sale of equipment 
Depreciation 
Lumber 
Weighing and scale inspect 
Repairs, parts, etc 

asol and oil 
Payroll taxes 

rn shrinkage and grade lo 
Travel expense 
Interest expense 


and freight 

Legal and professional 

relephone and telegraph 
rain handling charges 

ty bond 

Plant security 

Railroad track maintenance 


Creneral 


Express 


Sure 


Material 

lruck Maintenance 
Power 

raxes 

Organization expense 


Net income before income tax 


vision for income taxes 


N 


t income to surplus 


PROCESSING 


, Ine 


Total 


$385, 968. 52 
SOU) 
2, 973. ¢ 


389. 7 


91 


ee ee ee et ee SS ee 
tow SS Q 





847 


U4 
8, 913 


15, 981. 37 


Septe 


ACTIVITIES 


mber 1949, Ji 
to June 


x), 1950 


$178, OAS. 65 
178, 968. 65 
44, BRD. 85 





252. 12 
49. 25 


158, 990. 02 
19, 978. 63 
4,734.68 
15, 244. 00 


OF 


c¢ 


C 


$206, 999. 87 


to 


— oe 


4 


ll 


ROO. Of 
173. 38 
778. 25 
706. 56 
049. 76 
037. 61 
212. 38 
195. 26 
O99. 04 
vt . 
943. 28 
268. 15 
sO. Al 
503. 48 
720. 17 
480.74 
O19. 7¥ 
381. 40 
112. 23 
978. 22 
335. 12 
62. 81 
167. 81 
3A7_ O07 
357. 89 
33. 05 
102. 86 
81.16 
5, 902. 09 
178. 84 
813. 25 





Income account for the periods indicated 


1, 1951. t 
29, 1951 
$2 21 ) 4 
1, 874. 98 
41. 29 

13. 4¢ 

63 ») 
300. O00 
442. 71 

0). O1 
4,87 

97. RF 
209. 66 

4, 547.3 
52 ASN 

255. 39 
R54. 29 

54. 34 

36. 91 

153. 13 
11, O75. 88 
11, O75. 8&8 
(11, 075. 88 
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Vidwest Storage € Realty Co.—Checks for insurance expense 


General Insurance Agency " , : $167. 78 
Do no . va . 4,612.82 
Do 9, 646, 35 
Deo 73 res 
Deo -" 161. 53 
Do : 196. 44 
Do 79. 11 
Do - 113. 57 
Do 2, 699. 26 
Do 17, 787. 64 
Do 194. 15 
Do ; 4, SOT. OS 
Do : 109. 02 
Do ae .. 23, 393. 80 


Thomas McGee & Sons___-- $2. 06 
Do " . 1, 737. 26 
Do sicancliliniaiied 239. 90 
Do ‘ i 692. 26 
Refund __- ~— . (622. 58) 


2 O88. 90 


2. OSS, 90 
Brady Stevens Co 47.98 
Do : S842. 46 
Do 186. 94 
Do 10. 00 
Refund (612. 41) 


865.30 1.340. 27 
Edwards Construction Co 776, 26 
Prepaid insurance at June 30, 1951 3 


we xt | ‘57 
67, 950. 91 


Claimed on returns: 
TYE, June 30, 1950 28 999 2) 
TYE, June 30, 1951 20 O87. 61 


67, 959.91 


Mr. Correr. It shows the status at various times. 

Mr. Easter. Mr. Cotter, in your files you have a copy of that. Mr. 
Kendall has a copy. That is the only one we have. We would like 
to have a photostat or something, if it would be possible for oul 
records. 

Mr. Correr. We will substitute an exhibit. It is Midwest Storage 
& Realty report from date of incorporation to November 19, 1951. 

Senator HickeNntoorer. Please speak up a little louder. The co1 
versational tone is hard to hear down at this end of the table. 

Mr. Correr. Did the Internal Revenue Bureau auditors come in and 
audit your company shortly after your operation terminated ? 

Mr. Eastey. We filed our return in September, and they came i! 
about 4 or 5 days after it was filed. 

Mr. Correr. Was there a disallowance of certain salaries and 
bonuses ? 
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Mr. Eastey. Yes,sir. They disallowed $32,550. 

Mr. Correr. On what basis / 

Mr. Eastey. On the theory that it was dividends, in fact, and not 
il salary. 

Senator ANDERSON. Should that be added to the $105,000 then ? 

Mr. Eastxy. The net result of it was, Senator, even though we did 
not receive our final payment from Commodity until June of 1951, 
this disallowance, they moved all of our income back into the year 
of 1950, and it resulted, the net result of the whole thing. , 

Senator ANDERSON. J wish you would say that again. I missed it. 

Mr. Eastey. They insisted that our return, the way that the contract 
operated and whatnot, that even though we didn’t receive our funds 
for the final work we did until June 1951, they insisted that we 
should have reported that in our 1950 income. We therefore had to 
file an amended return, put it into 1950, and the disallowance and 
the fact that we were penalized cost an additional tax of $10.— 
$12.550.12. _ 

Senator ANDERSON. Were income taxes on corporations higher in 
1950 than they were in 1951 ¢ 

Mr. Eastey. It was the way—— 

Senator ANpreRSON. It was an advantage to you to put it back in 
1950, was it not ¢ 

Mr. Eastey. Ordinarily you would think so, but the way this 
operated it didn’t work out that way. 

‘Senator ANDERSON. Some people who have been in business have 
found it so. 

Mr. Eastry. Here is the Treasury report here, and that is what 

ippened. We had this deficiency, which we paid. 

Senator Anperson. If it had been a $30,000 deficiency in 1951 you 
might have paid more than S10,000, might you not ¢ 

Mr. Eastey. I think not, Senator. 

Senator ANperson. You think not. What was the rate on corpo 
rationsin 1951¢ Fifty-seven percent, was it not / 

[ do not want to press the point, but I think it is quite obvious that 
830,000 of additional income added in 1951 would have cost you more 
money than to throw it back in 1950. 

Mr. Easuey. You had this problem, Senator: We didn’t know what 
ur earnings were going to be. Werdidn’t know what Commodity 
was going to pay us, how long they were going to leave the grain. 

Senator ANDERSON. You say you persuaded somebody or somebody 
persuaded you to put it back in 1950 under a lower tax rate than 
9514 And did the auditor talk you into it or did you talk the 

litor into it ¢ 

Mr. Eastey. We didn't have any choice in the matter. 

Senator ANpeRsoN. You mean the auditor of the Internal Revenue 
Bureau tried to put it in the lowest bracket for you? If he did, it is 
ontrary to any experience I have had with them. 

Mr. Eastey. Here is the file from Mr. Eschelman in St. Louis, and 
we thought it was not a particularly good deal for us. 

Senator Anperson. He permitted all the individuals who had with 
drawn dividends to amend their returns and take that money out. 
id he not ? 


Mr. Eastry. No. 
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Senator ANperson. He did not ? 

Mr. Eastry. No. 

Senator Anperson. You mean the individual paid tax on it 
the company paid tax on it? 

Mr. Eastey. That is the status at this moment. 

Senator ANperson. At the moment. You mean they are not g 
to be able to ask a refund on that ? 

Mr. Eastey. I don’t know whether we shall or not. 

Senator Anperson. Didn't you say you were connected wit! 
number of businesses ? 

Mr. Eastey. Yes, sir. 

Senator ANpErsON. And you don’t know # 

Mr. Eastey. Well, there is that possibility, of course. 

Senator ANpERsoN. I would say so. 

Mr. Correr. Mr. Easley, I think you testified that you didn’t kn: 
anything about the negotiations for this lease of Camp Crowd 
But could you vive me the figures ®n the total amount of rental paid 
and the basis on which it was paid ¢ 

Mr. Easter. In just a moment, Mr. Cotter. $17,162.38 

Mr. Correr. Covering what period ? 

Mr. Eastey. Well, that was all of the rental through the ent 
pel od of time, ace ording to our records. 

Mr. Correr. Can you give us the dates ? 

Mr. Eas.ey. Well, that would be, I think, the lease beca: 
effective on + ptember 14, 1949. And, of course, we attempted 
release those buildings and we couldn't. The Army had moved in and 
they wouldn't accept release, so we went on and paid rental on the: 
ind finally paid rental on them to the Army, I think, until Septem! 
or October of 1951. 

Mr. Correr. Wasn't it June 10? 

Mr. Easter. Possibly that was the termination. I don’t recall t 
exact date. 


Mr. Correr. And what was the basis on which this rent v 
Mr. Easter. The rental was computed, as nearly as I can tell 
I wasn't too familiar with the negotiations. although I know w! 
they wer the flat storage, which were adjacent to the tracks wher 


ve such a long hanl. it was our understanding that 


“I 


ther rent build ngs adjacent to the tracks was 5 cents per squa 
foot. And part of that we paid 5 cents a square foot for. Some 
t we pa t cents. And then our hauls in some cases were as muc!] 
es, and t it type of stores we paid 2 cents a square foot. 
Mr. Co t. Did vou have other space available other than w! 


ed by the actual operation ? 
Mr. Easier. Well. some of it. 
Mr. Correr. Out of all the buildings. 
Mr. Easter. We never did occupy or never did store grain in so! 
| paid rental on them. 
Mr. Correr. Was that the 6,000,000-bushel capacity you were talkir 


Mr. Easter. No, sir: not entirely. We had the cold-storage plant 
t ever did occupy them. We had other buildings wl 


T n the bes nning. buildings which per! i} 
st ” : : ’ 


y 
— — =e SUE ‘ — 











STORAGE AND PROCESSING ACTIVITIES OF CCC 419 


these partitions and were not practical to use, and since we only got 
2 000,000 it was never necessary to disturb those buildings. 

Mr. Correr. Mr. Easley, did you have any business contacts or 
personal contacts with the personnel of either the Commodity Credit 
or the War Assets ¢ 

Mr. Eastey. No,sir. The only thing—Commodity Credit Corpora- 
tion until we were ready to ship out, I had never had a contact with 
them. Mr. Cowan came to Crowder and ordered us to get ready to 
move, and we had a little difficulty down there because the Army had 
torn up two sidings that we had been paying maintenance charges 
on for a couple of years and moved to Tinkers Air Base, and we had 
no way to load because Mr. Harris was moving his grain. So when 
we commenced we just had to take such places as they could give us on 
the trackage. So that was the first time I had ever met Mr. Cowan. 

Mr. Correr. How about War Assets? Did you know anybody 
there ? 

Mr. Eastey. In War Assets Administration I knew quite a few 
people there, but outside of— 

Mr. Correr. Who did you know well there ? 

Mr. Eastey. Well, I didn’t know any of them particularly well. I 
had some relationships with Mr. Bernard. He came down once to 
show us partitions that could be removed from the buildings. 

Mr. Correr. Was that the first time you met him ? 

Mr. Eastey. I had met him before, but I hadn't known him 
particularly well. ' 

Mr. Correr. Had you met him in a business way or socially? 

Mr. Easter. I had met Mr. Bernard socially. 

Mr. Correr. What date did he come down with respect to these 
vartitions ¢ 

Mr. Eastey. It must have been along in September, I would say, 
about the time we were getting ready to unload grain. 

Mr. Correr. And when did you first, again, conceive this idea of 
going into this venture ¢ (bout what month / 

Mr, Eastey. I would say along in June. 

Mr. Correr. June? 

Mr. Eastry. Yes. 

Mr. Correr. Would there be any occasion for Mr. Bernard talking 
to vou on the long distance telephone in the summer of 1949? 

Ir. EK ASLEY. Well. there could have been, yes. 

Mr. Correr. What would that be about / 

Mr. Eastey. At that particular time I had purchased a dictaphone, 
I recall, through Surplus Property, and I had conversations with 
him about that. 

Mr. Correr. Would that necessitate a long distance call—his call- 
Ing you! 

Mr. Eastery. Well. | couldn't say. I don’t know, Mr. Cotter. I 
don’t have any recollection, except 1 do know I have talked to him. 
But with fixed reference to the date, I can't clarify that. 

Mr. Correr. Would you be talking to the head of the Kansas City 
WAA office over the purchase of a dictaphone from surplus dicta 


1 ones ¢ 


Mr. Eastey. Yes, I think I would. 
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Mr. Correr. Were you a good friend of his and is that why 
would be calling you with regard to a purchase of that kind ¢ 

Mr. EAs.ey. No. 

Mr. Correr. What was there about the transaction that would e 
tail two long distance telephone calls? 

Mr. Eastey. What had happened, as nearly as I can recall, I bh 
tried to pick up through a chap who worked for me and Was a men 
ber of some office— 

Mr. Correr. Could you speak up a little? 

Senator Anperson. Yes. We have trouble hearing. 

Mr. Eastey. Some office equipment. And they had it up there, 
and it had been sold. I didn’t know why we couldn't have an oppo: 
tunity to get it as well as someone else. And that is what the conver 
sation was about, as I recall; but just when it was, I don’t recall, Mi 
Cotter. 

Mr. Correr. Is that the only property you ever purchased fro) 
War Assets? 

Mr. Eastry. Altogether I have purchased possibly about S70 
worth of surplus property from War Assets, including about thre: 
transactions. 

Mr. Correr. Were they all with Mr. Bernard / 

Mr. Eastey. No. Most of them were bids. They advertised bids 
and mailed them out. I didn’t ever negotiate with Mr. Bernard o: 
the purchase of anything. 

Senator Anperson. What was that again / 

Mr. Easter. I say I never negotiated any purchases with Mr. Ber 
nard, Senator. 

Senator ANperson. I thought you said that telephone call might 
be about the di taphone. 

Mr. Eastry. It was. 

Senator Anprerson. How much did you pay for the dictaphone / 

Mr. Eastey. I don't reeall. I think around $129 or §$136. 

Senator ANperRson. What kind of a dictaphone is it ? 

Mr. Easutey. One of the standard. You have seen them. 

Senator Anperson. Transcriber as well ¢ 

Mr. Fast EY. D ctaphone and transcriber. 

Senator Anprerson. The whole outfit. 

Mi EASLEY. B it it was in what they eall — condition, whateve! 
that is | cnow ] had to have the electror ] devices completely ovel 
hauled. 

Senator Anperson. When did you acquire it ? 

Mr. Eastey. That is what I don’t know exactly. I think some time 
in 1949. 

Senator Anperson. Oh, ves. But I mean when in 1949. 

Mr. Eastry. They were asking me about this phone call. It must 


have bee! al ney iti. perh \} =. the early part of the year. 


Mr. Correr. Mr. Chairman. may § ntroduce for the record at this 
point cert hed « opies of the record of two long distance telephone calls 
from Mr. Quirk J. Bernard, Kansas City, to Harry Easley, Webb City. 
Mo.’ The first one was July 7. 1949, and the second one was Aug ist 
4, 1949. 

The CHAIRM AN. W thout objectior it is so ordered. 

(The documents referred fo are as follows:) 
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GENERAL SERVICES ADMINISTRATION 
PusLic BUILDINGS Servyci 


OFFICE Of ri DIVISION ENGINEER KANSAS CITY, MO 


Report oF LoNG Distance CAaLts Map 


Agency and address of office receiving service: War Assets Administration, 
Kansas City, Mo 


Naval Industrial Reserve Plant, 95th and Troost Ave 


STATEMENT 


below are forwarded for your information 


Long distance call tickets listed 
PBA will assume that these calls had administrative approval unless notified 


contrary within five days from this date 


~ 4! ‘ 
(Date Pith 
Pe ‘ I Stal A int Re irks 
JULY ‘ 
Bernar | I W ( M eo ¢ R497 
! k Hewes sf \{ s S408 
| } =r | \I ‘ 449 
| id K 0 RAO 
e Mat ( M S ale 
Me\ | More Ste. ( ieve, M 8502 
S \ " M . 
A ( Polk, D x 4 SM 
It 
i . | M 4.8 s 
fied true cop 
Sam J. PARKER, 
D reote of Management, General Services tdministratior 
Agency and address 0 flice receiving service: General Services Administra 


War Assets, Naval Industrial Reserve Plant, 95th and Troost Avenue, 


is Citv, Mo 


STATEMENT 


d tickets sted below are forwarded for your information 
unless notified 


listance call 


t 
\ issume that these calls had administrative approva 
ontrary within » from this date 
gust 4, ISHo 


NORALEE BUTNER, Supervisor 


Perse " I t A unt Remarks 
A 4, 1949 

H v I Webb City, Mo $1. 40 R605 

( M st. 1 M 1.4 8606 

G. Ash Washineton. D. ¢ 15 8H07 

Ward Stanley, St Louis, Mo 6. { SHOR 


fied true copy 
Sam J. PARKER, 


Directo oT Vanage nie nt, General Nervices 1dministration 


it. 1 s 
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Senator ANpeRsON. Can we see the time he talked? How ma 
minutes does it show ¢ 

Mr. Correr. It just shows the charge here on these. The fi) 
charge reflects a charge of $2.60. 

Senator A1rKen. What was the distance? 

Mr. Correr. Was that about 167 miles? 

Mr. Eastey. 167 miles, Senator. 

Mr. Correr. What is the normal through rate charge, do you kno\ 

Mr. Eastry. I would say 3 minutes, I think, runs about $1.60. 

Senator Arken. Then about 8 or 10 minutes of conversat 
possibly. 

Mr. Eastry. I wouldn't say. 

Mr. Correr. There is another charge here of $1.40. 

Mr. Easiey. That sounds just about like a 3-minute call. Of 
course, those dates there might have something to do with this Crow 
situation. I don’t recall. But that was pretty close, you see. 

Mr. COTTER. You said you were not in on the original negotiatio 

Mr. Eastry. No, I wasn't at all. 

Senator ANpDerson. He couldn't have been calling you abo 
Crowder / 

Mr. Eastey. I wouldn't think so, Senator. No, I would say 
would not. . 

Senator ANperson. This had to be a dictaphone / 

Mr. Eastry. I would say that is all I can think of at the moment 

Mr. Correr. Mr. Easley, I think you testified that you held a pos 
tion for a short time as regional manager in the Commerce Depart 
ment for surplus property. 

Mr. Eastry. Yes, sir. 

Mr. (OTTER. When cid you Sity those dates were ¢ 

Mr. Eastey. From August until November of 1945. 

Mr. Correr. And you did not know Mr. Bernard during that time! 

Mr. Easter. No. I did not. 

Mr. Correr. And you did not buy any surplus property wit! 
years after that date? 

Mr. Eastey. I never contacted the Surplus Property and stay 
awa trom it entirely because I had been associated with it, even 
though it was a short period of time. 

Mr. Correr. Mr. Easley, quite soon after the Midwest was orga: 
you purchased a certain number of trucks from Bernard Motors, 
yo pnot: 

Mr. Eastey. Yes, sir. 

Mr. Corrrer. Can you give us the details as to that and the dates’ 

Mr. Eastey. ITean't. That information is here. One of the ot 
witnesses has the complete detatl includin ha the Invoices, Mr. Cott 
I was familiar with the transaction. 

Mr. Correr. Can you tell us what was the purpose of that ? 

Mr. Eastey. Originally the group thought that they would bé 
moving the grain themselves. They felt that that was the best wa) 
to handle the situation, and for that reason these trucks were pur- 
chased at the beginning. 

Mr. Correr. Did you feel you were going to move them all in your 
trucks / 

Mr. Eastey. No indeed. I convinced our people that down where 
I live trucks are—on account of the gravel business they are availa! 
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in large numbers, and you can’t afford to own one because you can 
contract the work so much cheaper. And that is what we did in the 
end, and that is why we never used the trucks, which were purchased. 

Mr. Correr. Whose idea was it they purchase these trucks? Was it 
vour idea ? 

’ Mr. Eastry. No, that was discussed. 

Mr. Correr. Were you consulted ? 

Mr. Easter. I knew the trucks were to be purchased, but even at 
that time I didn’t feel that we could use them satisfactorily in the 
operation. 

Mr. Correr. Whose idea was it that they be purchased ¢ 

Mr. Eastexy. Well, my associates felt we were going to have to un 
load that grain by truck, and we would have to acquire a number of 

em. 

Mr. Corrrer. Did they feel they would have to buy many more than 
that ¢ 

Mr. Eastey. That is correct. 

Mr. Correr. But they only bought four? 

Mr. E ASLEY. That is correct, See there were three trucks, | think, 
and then there was a pick-up which was used. We used the pick-up. 
But the three trucks were never used, they were resold. 

Mr. Corrrr. Do you have the figures as to how much was paid for 
them, the aggregate amount / 

Mr. Eastey. Our truck costs are all together in this particular 
statement, but we have those. 

Mr. Correr. You think there are separate invoices / 

Mr. Eastry. There are, ves sir: they are separate. 

Mr. Correr. That is all the questions I have. 

The CHarRMAN. Senator Anderson. 

Senator ANpEeRsoN. What did you pay for the trucks? 

Mr. Eastry. Senator, I was just saying to Mr. Cotter the invoices 
ire here available with one of the other witnesses who has all of the 
detail. I couldn't tel] you exactly. 

Senator ANperson. They were never used / 

Mr. Eastey. They were never used by us, no, sir. 

Senator ANpprson. And then sold ? 

Mr. Eastey. One was. The pick-up. 

Senator Anperson. The pick-up was? 

Mr. Easury. Yes: it was used. But the three trucks were resold, 
nd IT couldn't tell you who purchased them. 

Senator A1rken. Where was Bernard Motors located / 

Mr. Eastey. Bernard Motors were located in Lexington, Mo. 

Senator Aiken. How far is that from Camp Crowder ¢ 

Mr. Eastey. Possibly 165-170 miles. 

Senator A1ikEN. You couldn't vet these trucks nearer ¢ 

Mr. Eastey. Yes, sir. 

Senator Aiken. What became of the trucks? 

Mr. EASLEY. They were subsequently sold when we didn't have any 
se for them, Senator. 

senator AIK} N. Had they hee n used at all ? 

Mr. Eastey. No, sir. 

Senator Arken. Were they new when you bought them ? 

Mr. Eastery. Yes, sir. 

Senator Aiken. When they were sold did you lese on them? 
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Mr. Eastry. Yes: we took a loss. The trucks were delivered to 
Kansas City to a body works there, and they were going to put gra 
bins on, and before they did that, why, we stopped the work whe: 
it became—they were all convinced that we could really rent thes 
trucks a lot cheaper than we could afford to own them. 

Senator Arxen. I was wondering why you went 165 or 170 mil 
to buy these three trucks if they could be bought nearer to where you 
expected to use them. 

Senator Anperson. What kind of trucks were these ¢ 

Mr. Eastey. They were Ford trucks. 

Mr. Correr. Two-ton Ford trucks. 

Senator ANDERSON. Do I understand they were delivered down t: 
the Bernard Motor Company and then driven back up to the factory 
branch at Kansas City ¢ 

Mr. Easury. No. I think the delivery was effected at Kansas Cit) 

Senator Anperson. They were not delivered back up there? 

Mr. Easury. No. 

Senator ANDERSON. They were taken there from the factory branch / 

Mr. Easury. Yes. 

Senator Anprerson. And then resold to whom ? 

Mr. Eastey. I couldn't give you that information. 

Senator Anprerson. For how much # 

Mr. Eastery. You asked a moment ago—we show a cost on ow 
trucks here, all four of them, of $6,607.65, and we show that those 
trucks—we show they were sold for $4,500, 

Senator Anperson. That is the $4,500 item sale of property. What 
did you pay for those three trucks ¢ 

Mr. Eastry. I am afraid I can’t give you that figure. I have it i 
aggregate (conferring with Mr. Cusack). There was a bid put o1 
one, Senator, and the total cost apparently to us Was $6,973.96. 

Senator Anperson. And sold for $4,500 / 

Mr. Easter. Yes, sir. 

Senator Anperson. Without a mile on the road ? 

Mr. Eastey. That is right. 

Senator Anprerson. Who bought them ? 

Mr. Easuiey. I don’t know. 

Senator ANpeRsoN. It wasn’t a bad purchase, was it ? 

Senator Arken. I was wondering where that appeared in the income 
statement. That is, what you got for the mate 4 It is not broke: 
down very well in the statement I have. 

Mr. Eastry. Senator, perhaps this might clarify it (handing docu 
ment). Here is our income tax return. 

Senator ArkeNn. Just the income items $385,000 for storage of grain. 
and other income $3,773: apparently you sold the trucks for more 
than that. 

Mr. Eastey. We sold the trucks for $4.500, and this was the cost. 

Senator ArkeN. They cost $6,973 ¢ 

Mr. Eas.ey. $6,973.96, yes, sir. 

Senator ANDERSON. One of the reasons they made the lease to your 
company was because they were all skilled and expert businessmen 
Would this be a sample of it ¢ 

Mr. Eastry. Well, that is one I can’t explain just exactly. 

Senator Anperson. I appreciate that. 
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Senator Hicken.oorer. Will the gentleman yield a moment ¢ 

Senator ANpersoN. Yes, sir. 

Senator HickeN Looper. Don’t you have a record to whom you sold 
these trucks? 

Mr. Eastry. Yes, sir, it is available, Senator, but I don't happen 
to have it. It is here with one of the other witnesses, the complete 

nformation. 

Mr. Correr. Who does have it? 

Senator ANpDERSON. Couldn't we just clear that point up now? 
Can’t they whisper to you what the name is? 

Mr. Eastrxy. Mr. Stark, could you tell us who they were sold to? 

Mr. Stark. Rex Boae Motor Co. in Kansas City, Mo. 

Mr. Eastery. Rex Boae Motor Co. 

Mr. Correr. Do you know whether that has any connection with 
the Bernard Motor Co.? 

Mr. Easter. I don’t think so. Does it, Mr. Stark? 

Mr. Stark. Not that I know of. 

Mr. EASLEY. if it does, I wouldn’t be familiar with it, and I don't 
think any of my associates would. There is ho connection, is there, 
Mr. Nee? 

No connection, they say. 

The CuarrMan. Are you through ? 

Mr. Correr. I have one more question. I want to question you 
about the claims or contingent liabilities that you have at the present 
time and what assets you have to meet them. 

Mr. Eastey. Well, Mr. Cotter, the Corps of Engineers rendered us 
. bill for restoration of those buildings at Camp Crowder in the 
amount of $60,000 in round figures. 

Now the Kansas City Southern Railroad has billed us $3525 for 
track maintenance down there. And we figured we would contend 
on that because the tracks were destroyed and removed entirely. 

Mr. Correr. By whom? 

Mr. EASLEY. By the General Services, I understand, vave the tracks 
to the Army. 

Mr. Corrrer. O.LK. 

Mr. Eastry. Then there is $19.74 in accrued pay roll tax. : 

Mr, Corrrr. Let's just concern ourselves with this Army claim for 
restoration of buildings. 

Mr. Eastey. Yes, sir. 

Mr. Correr. You were supposed to restore the buildings to their 
normal condition when you left? 

Mr. Eastery. That is correct. 

Mr. Correr. Except wear and tear? 

Mr. Eastey. That is right. 

Mr. Correr. Did you do that? , 

Mr. Eastry. We started, and they finally told us that they wouldn't 
permit us the time to complete the work. We had spent considerable 
money. And then this bill was rendered. And after it was rendered 
we thought it was out of line. 

Among other things, there was a 25 percent contingency added too, 

d there were conferences held in Omaha. Mr. Nee was engaged in 
those conferences. We retained an engineering and construction firm 
to take the Army report and go over it and submit a bid on what they 
would do the work for, And it is a responsible firm. 
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He agreed that he could do that work for between eighteen a 
nineteen thousand dollars, and the Fidelity and Casualty Compa: 
of New York agreed to furnish a performance bond. 

The status of that thing now is that we have offered the Army sett 
ment on that basis and they should have the privilege of supervisi 
the work and—— 

Mr. Correr. In the meantime they have gone ahead and performed 
the work, have they not? 

Mr. Easter. I understand that only in one section they restored, 
Area No. 14, some of the buildings; but they tell me the remainde: 
of them are just as they were, Mr. Cotter. 

Mr. Correr. What assets are in the corporation to meet this clai 
in the event that the Army prevails in the full amount ? 

Mr. Eastry. There wouldn't be sufficient assets to meet it. 

Mr. Correr. There is no liability on the part of the officers to mak 
up the difference ¢ 

Mr. Easier. No, sir. 

Senator Arken. However. there would have been sufficient assets to 
meet the Army claim if the $89,000 had not been paid to the officers and 
stockholders, would there not ? 

Mr. Eastry. Yes, sir, that is correct. 

The Cuairman. What assets have you now to meet this contingency 
of $60,000 16 and then your capital stock. 

Mr. Eastey. We have our capital stock, Senator. 

The Cuarrman, 25,000 plus sixteen ? 

Mr. Eastey. 20,000, 

The CHamMan,. Oh, twenty. 

Mr. Eastey. And I think we have $25,669.55. 

The Cuamman. Plus what—plus your capital stock ‘ 

Mr. Eastey. That is correct. 

The Cuatrrman. Making— 

Senator Anperson. Plus the capital stock. That includes the cap 
ital stock, does it not? 

Mr. Eastey. I am sorry. That is right. Here is the figure right 
here | indicating]. 

~ The Cuarrman. I noticed in some statement there was a profit of 
$16,000 over and above your salaries and wages. What became of 
that ¢ 

Mr. Eastry. That is reflected—this is the statement right here, 
Senator—we have set up in that, we have set aside the 18. We hav 
set the 18,000 up asa contingency that we are attempting to nego 
tiate with the Army on, will attempt to settle on that basis. 

The Cuatrman. And that has reduced your assets, is that it/ 

Mr. Eastey. That is correct. We have money available. 

The Cuamman. Put it this way: You could add this 18,000 the: 
as assets, could you, if you simply have it set up ¢ 

Mr. Eastey. My accountant says “No.” 

The Cuatrman. I do not quite understand. I saw some figures 
showing a profit. You had in the bank $16,000 with which to pay 
any claims against you, plus your capital stock. 

Mr. Easter. (Conferring with Mr. Cusack.) We had the cash. 

The Cuamman. What is that? 
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Mr. Eastey. We have the cash to be held for that contingency, 
senator, but the distribut ion, see, we don’t expect to be able to recover 
iny of our invested capital at all. 

Senator Kem. You have already recovered that, have you not, 
nd been reimbursed for every dime you put in? 

Mr. Eastey. Of course, that is true, except that it is not reflected 
our statement that way, Senator. 

Senator Kem. But it is true, nevertheless, is it not / 

Mr. Eastey. Yes, sir. 

Senator Hicken.oorer. Is this $16,000 deposited in the bank, 


you say‘ 
’ Mr. Easter. We have $23,019.04 in the bank, Senator. 

Senator Hickenwoorer. Is that the total amount of cash or other 
assets that the corporation has? 

Mr. Eastey. That is the cash, and then we have a note receivable 
of $2,500, goods, and prepaid insurance $148. 

Senator Hickenvoorer. What is that total / 

Mr. Eastey. $25,677.55. 

Senator Hicken.oorer. That is all the assets of every kind and 
description the corporation now has? 

Mr. Eastry. Yes, sir. 

Senator Hicken.oorer. Including capital stock, including cash or 
any other assets ? 

Mr. Eastey. That is our assets. 

Senator HickenLoorer. I see. So that the so-called $16,000 you 
were talking about is a part of that assets ? 

Mr. Eastey. That is correct. 

Senator Hicken.oorer. And if you take the $16,000 you don’t have 
the money to make up the $20,000 in capital stock ¢ 

Mr. Eastey. That is correct. 

Senator Kem. Who is the maker of that note ? 

Mr. Easter. Mr. Ebright. 

Senator Kem. How did that happen ? 

Mr. Eastey. It was balance on old conveying equipment and which 
was sold after we completed the work down there, Senator. 

Senator Kem. Who is Mr. Ebright ? 

Mr. Easter. Mr. Ebright was our superintendent down there. 

Senator Aiken. What income, if any, have you had since the GAO 
report dated January 25? 

Mr. Eastey. The only income I can think of, Senator, we owned a 
Chevrolet truck which we sold for $800, and we received, we had over- 
paid social security $166, and those are the only two items that have 
been added to what is shown there. 

Senator Arken. I see. 

The Cuarrman. You have said in the course of your testimony that 
the company engaged in buying grains? 

Mr. Easter. Yes, sir. 

The CHatrman. Does that show a profit? 

Mr. Eastey. The over-all net result showed a small profit, I think, 
senator. 

The Cuarrman. Is that reflected in the business of your corpora- 
tion ¢ 

Mr. Eastry. Yes, sir. 

The Cuarrman. I see. 
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There is only one point I would like to clear up. You said that M 
Edwards received $13,000 for contract work in addition to the bo 
received Ww hile he was in the corporat ion M4 

Mr. Eastey. Yes, sir. 

The Cnarrman. What did that $15,000 represent? Was that fi 
labor furnished by him or did he pay for supplies and services in add 
tion to his own work 7 

Mr. Eastey. Senator, here is the breakdown, and he would bil! 
in this manner, and in here—— 

The Cuamman. Can you tell us roughly what constitutes t 
$13,000 item ? 

Mr. Eastey. Yes. sir. Labor is roughly $7,000. 

The Cuatrman. He paid for that / 

Mr. Eastey. Yes, sir. 

The Cuarrman. That is part of the thirteen thousand dollars? 

Mr. Eastey. Yes. 

The Cuarmman. All right. 

Mr. Eastrey. And he had his compensation insurance which ra 
around S800. 

The Cuatrrman. How much does that statement show that he ac 
tually got for services ? 

Mr. Eastry. For his services, it doesn’t indicate Mr. Edwards re 
ceiving anything. 

The CnatmrMan. Was that the reason why he was compensated as 
were the others by way of a bonus or a salary ? 

Mr. Eastey. Mr. Edwards performed quite a lot of service for 
down there, Senator, from time to time. and he should have beer 
compensated as the others were. But then he commenced his regu! 
contracting work shortly after leaving the base, and he did not devot 
any time to the project after that. 

The CuatrmMan. In the case of Mr. Nee, who was the secretary of 
the corporation, the evidence shows that he was paid or his firm was 
paid a certain amount. Now what was that for?’ Was it travelling 
expenses or work done by the firm for the corporation / 

Mr. Eastey. I am at a loss to understand that. Senator. IT a: 
thinking that perhaps—now, Mr. Nee, organized the corporat 
took care of all that work in the beginning, and it could be that he 
might have considered that a firm activity. I don’t know. 

The Cuamman. The other services performed you said were 
connection with the railroads? 

Mr. Eastey. Just like our negotiations with the Army and wit! 
the Western Weighing. 

The Cuatrwan. Why wasn’t that considered to be in connectio1 
with work for the firm ? 

Mr. Eastey. I couldn't answer that. 

The CHatrMan. Any questions? 

Senator Arken. I would like to ask Mr. Easley another questio! 

The CuatrmMan. Senator Aiken. 

Senator Arken. I would like to ask why Mr. Edwards’ bills were 
all broken down and piece by piece put in under other expenses here 
rather than including them as repairs for the buildings. For i 
stance, what he paid for labor you have under salaries and wages 
This is in the profit and loss statement from September 12, 1949 to 
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November 30, 1951. I notice you have taken what Mr. Edwards has 
for labor and have it under salaries and wages, and trucks—I suppose 
he must have had some trucks mixed in with other trucking. 

Mr. Eastey. Yes. 

Senator Arken. Lumber is charged here with any other lumber you 
might have bought. I am wondering why you went to that trouble 
nstead of putting down a single item of repairs of buildings. 

Mr. Eastey. I cannot think of any reason unless it might be that 

would need that record in our negotiations with the Army to 
how that the material actually went in. That would be as far as I 
would be concerned. I don’t think it would make any difference. 
| believe it would be the accountant that would have to answer that. 

Senator Arken. In other words, the $13,000 paid Mr. Edwards is 
broken up piecemeal and buried so that in looking over the profit and 
loss statement you would not realize that Mr. Edwards was paid any 
th ng. You might Say it was day labor that the corporation hired 
that created this expense. 

Senator Anperson. Senator Aiken, if you put it in salaries and 
wages it is immediately charged off as expense, whereas if you put 
t in contract with Mr. Edwards it might show up as a capital invest- 
ment which had to be depreciated. 

Senator AIKEN. I see. 

Senator Anperson. Could that have been the reason it was done 
that way / 

Mr. Eastey. Of course, the thing about capital investment, Senator, 
is it occurs to me after we spent all the money shoring those buildings 
up. and whatnot, we had to come right along and take it all out again 
on the insistence of the Army. 

Senator AnpErRSoN. Because of Korea? 

Senator Arken. However, you did not anticipate at the time you 
went to the expense you were going to have the lease canceled so 
quickly, did you? 

Mr. Eastey. That is correct. 

The Cuatrman. Any further questions? 

Senator Kem. You are a long-time personal friend of President 
Truman, are you not ? 

Mr. Eastry. I have known the President for a long time. 

Senator Kem. Very well, have you not ? 

Mr. Eastry. Yes, sir. 

Senator Kem. And you are also a political associate of his, are 
vou not ¢ 

Mr. Eastry. Well, I am a Democrat. 

Senator Kem. You have been engaged in organizational activities 

the branch of the party with which Mr. Truman is affiliated, have 
you not ¢ 

Mr. Eastry. I haven’t been active in recent years, Senator: I used 
to be very active. 

Senator Kem. Very active? 

Mr. Eastey. Yes, sir. 

senator Ki M. And you have continued your interest right down to 
he present time, have you not ? 

Mr. Eastry. I am inclined that way. 

senator Kem. Have you had oceasion to consult with President 
Truman in regard to this Midwest transaction ? 
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Mr. Easter. I have not. I have never discussed it and I hav: 
seen the President to talk to him for several years personally. 

senator Ky M. Have you had any correspondence with him in reo 
to this deal ? 

Mr. Eas.ery. I have not. 

Senator Kem. Did you have any correspondence with him in ree 
to your relationship w it railroads at Camp Crowder ? 

Mr. Eastey. No, si 

Senator Kem. Or any other phase of the transaction there / 

Mr. Eastey. No, si 

Senator Kem. Since President Truman became President of 
United States what transactions have you had with the Government 

Mr. Eastey. The only transaction I have had since he became Pri 
dent was the short period of time I served as regional director of 
surplus property in Kansas City office, Senator. 

Senator Kem. When was that? 

Mr. Eastey. That was in 1945. 

Senator Kem. How long did that last ? 

Mr. Eastey. I think I went up there along in August and I left 
November. 

Senator Kem. What other transactions have you had—— 

The Cuarrman. Of the same year? 

Mr. Easuery. Sir? 

The Cuarmman. Of the same year? 

Mr. Eastey. Yes, sir, Senator. 

Senator Kem. What other transactions have you had with Gover 
ment during the period we are talking about ¢ 

Mr. Eastey. You mean—— 

Senator Kem. Any kind. 

Mr. Eastey. Well, the only other job that I had was I was in Works 
Project Administration in Missouri, and that was back—I went up 
there in 1935 as personnel director, and when I left I was acting dire: 
tor for the State of Missouri. 

Senator Kem. Were you there during the administration of Matt 
Murray ? 

Mr. Eastey. Yes, sir. Mr. Murray was the director when I went 
up there. 

Senator Kem. And you succeeded him after his resignation or 
removal from office ? 

Mr. Easter. No. I left prior to Mr. Murray. I left the service, 
Senator, before Mr. Murray left. I think Colonel Castel took my 
place. 

Senator Kem. Were you his predecessor or successor ? 

Mr. Eastey. Mr. Murray? 

Senator Kem. Yes. 

Mr. Eastery. No. Mr. Murray was the administrator, you see. 

Senator Kem. Yes. c 

Mr. Easter. And I had several jobs. I went up as director of 
personnel and I[—— 

Senator Kem. Under Murray ? 

Mr. Easury. Yes, sir. And finally became deputy administrator 
under Mr. Murray. And then in 1937, early in the year, I resigned 
and returned to my business. 

Senator Kem. When did Mr. Murray leave the agency ? 
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Mr. Easter. I don’t recall. It seems to me it was sometime toward 
the end of the same year, maybe the fore part of the next year. 

Senator Kem. What other business have you had with the Govern- 
ment or its agencies during the period since Mr. Truman has been 
President ? 

Mr. Easter. I haven’t had any that I can think of. 

Senator Kem. Weren’t you and your associates an applicant fon 
a radio license in southwest Missouri? 

Mr. Easter. Well, that was, it seems to me, prior to—I don’t 
know—we applied and we had a hearing on this Federal Communica- 
tions System that took us about nearly 3 years to get our application 
through. 

Senator Kem. Yes, but it was granted after Mr. Truman became 
President, was it not? 

Mr. Easter. It was granted. We commenced operation in 1948 
in November. 

Senator Kem. After Mr. Truman became President ? 

Mr. Eastxy. Yes. He became President in—— 

Senator Kem. 1945? 

Mr. Eastey. In 1945. 

Senator Kem. ‘That was a much disputed question, was it not, as to 
who should have this radio license in southwest Missouri ? 

Mr. Eastey. Well, no, I wouldn’t say that it was, Senator. We 
filed an application. 

rhe situation was this: There were two 250-watt stations in Joplin, 
and we filed an application for a 5,000-watt radio station. We thought 
that the country should have it there. 

Senator Kem. Yes. There were other applicants. 

Mr. Easter. Then one of the other applicants filed a cross petition 
on exactly the same engineering basis that we had filed with the Com- 
mission, and it was contended for. 

Senator Kem. How many applicants were there for a license at 
that time in southwest Missouri? 

Mr. E AsLEY. I don’t know of anyone except ourselves and the people 
who contested with us. 

Senator Kem. Who was that? 

Mr. Eastry. That was the Joplin Publishing Co. 

Senator Kem. The publishers of the Joplin Globe and 

Mr. Easter. Daily Globe and News Herald. 

Senator Kem. Daily Globe and News Herald ? 

Mr. Eastery. Yes. 

Senator Kem. And you were the successful applicant ? 

Mr. Easter. Well, they withdrew, Senator. 

Senator Kem. You were the successful applicant ? 

Mr. Eastey. Yes, sir. 

Senator Kem. And you received a license? 

Mr. Easter. Yes, sir. Of course, they intended to—we never felt 
they intended to do anything except hold us up. 

Senator Kem. You received the license ? 

Mr. Eastey. We did. 

Senator Kem. In 1948? 

Mr. Eastey. That is correct. 

Senator Kem. Has that been a profitable operation for you? 
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Mr. Easter. Well, it is getting to the point now where it is beg 
ning to look much better. 

Senator Kem. And who are your associates in that radio stati 

Mr. Eastry. You mean the stockholders, Senator ¢ 

Senator Kem. Yes. 

Mr. Eastry. Mr. Robertson of Joplin, Mr. Spiva, Mr. Johns, M; 
De Meir. Mr. Nee, and myself. 

Senator Kem. Now what other transactions have you had with tly 
Government since 1945 % 

Mr. Eastry. I don’t know, Senator. 

Senator Kem. You testified of having been the purchaser of surp 
property from time to time. 

Mr. Easter. Well, of course, that was a very small matter, a) 
usually it was on a bid. They mailed bids out. It was just sony 
little items that vou might need or want. 

Senator Kem. How many of those transactions were vou engaged 

Mr. Eastery. I think three or four. 

Senator Kem. And what was the period of those ¢ 

Mr. Eastry. About 1949. I think. 

Senator Kem. 1949? 

Mr. Easiey. Yes. sir. 

Senator Kem. Several years after you left office as a surplus dis 
posal agent in Kansas City ¢ 

Mr. Easter. Yes, sir. 

Senator Kem. When you first conceived the idea, or was it sug 
gested to you, that you engage in this grain-storage program, that 


/ 


was when ? 

Mr. Eastery. In about June of 1949. 

Senator Kem. Yes. Did you know Quirk J. Bernard at that time? 

Mr. Eastey. I had met Mr. Bernard and that was all. 

Senator Kem. Do you read the Kansas City Star? 

Mr. Easter. Yes, sir. 

Senator Kem. Did you know that on April 24, 1949, it was reported 
that Mr. Bernard had resigned his position in the WAA, effectiv: 
last Friday 4 

Mr. Eastey. | heard about it. that he had resigned. 

Senator Kem. You heard he had resigned ? 

Mr. Eastery. Yes, sir. 

Senator Ky M. Tl en did you hear that he had decided to conti 
in office ? 

Mr. Eastey. Yes: I heard that. 

Senator Kem. When did you hear that? 

Mr. East ey. Oh. I don’t know. There is a lot of contention about 
it. It is like any job that comes up that is any good, you heard quit 
a lot of discussion, and there were a number of people wanting the 
job, and a number of them were trying to get endorsements for it. 
And the next thing I heard was that Mr. Bernard proposed to stay 

ind the job wasn't going to be open. 

Senator Ki M. D d you interest voursel f on behalf of Mr. Bernard 
at that time? 

Mr. Eastry. No: I did not. 

Senator Ky M. D d you interest voursel f on behalf of anv other 
applicar ts ; : 


Mr. Eastey. I did not. 
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Senator Kem. But you know that he decided to withdraw his 
resignation and continue in office ¢ 

Mr. Eastry. Ido. IT heard that; yes. 

Senator Kem. Now, when did you first hear of the Bernard Motors, 
Ine. ¢ 

Mr. Easter. I am not in a position to say exactly when, Senator, 
ut it was—I didn’t know Bernard Motors until after our transaction 
on this Crowder deal developed. 

Senator Kem. You knew of it at the time of the purchase of the 
tru ks ¢ 

Mr. Eastey. That is right. 

Senator Kem. And you knew of it before that time ¢ 

Mr. Eastey. I think a little while before it. 

Senator Kem. How long before it / 

Mr. Easter. I don’t know exactly, not too long a period of time. 

Senator Kem. Did you know that Mr. Bernard and Mr. Nee were 
issociated in the Bernard Motors at the time the War Assets lease 
was executed by Mr. Bernard ? 

Mr. Easiey. No, I didn’t know that, Senator. 

Senator Kem. Did you take any part in the negotiations for the 
execution of the War Assets lease ? 

Mr. Eastey. No, su 

Senator Kem. Did you see it before it was signed / 

Mr. Eastey. No, sir. 

Senator Kem. When did you first learn of its provisions ¢ 

Mr. Eastey. Well, I think the first time I actually saw the lease, 
there was a second lease drawn at a later date, and at that time I 
had an opportunity to see, and in the second lease I think I signed be 
cause Mr. Mvers was in Florida. 

Senator Kem. When the first lease came to your attention did any 

isual provision attract your attention ¢ 

Mr. EASLEY. No, Sil 

Senator Kem. Did you notice that it was not a lease but merely an 
option ¢ 

Mii [I ASLEY. No. sir 

Senator Kem. Would you let me pave the lease, Mr. Stanton ¢ 

When did you first learn although this was called a lease it was not 
i lease but merely an option ? 

Mr. Eastey. I wasn't aware of the fact that it was an option, 
senator. 

Senator Kem. When did you first learn that fact ? 

Mr. Easter. I don’t think that—— 

Senator Kem. You know it now, don’t vou ¢ 

Mr. Eastry. It is news to me. 

Senator ANDERSON, Is this the first time vou have heard it / 

Mr. Easiey. That is an option ¢ 

Senator ANDERSON Yes, it is such, 

Mr. Easter. Yes. 

Senator Kem. You knew of this provision in the lease, didn’t you: 

The lessee shall pay to the lessor as rent the sum of $1 per building upon; 
execution of this lease plus two cents per annum per square foot of usable floor 

e from the date the various buildings hereinbefore listed, except buildings 
C19) and T-19065 are occupied by lessee for the purpose of storing grain 
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In other words, when did you first learn there was no obligati, 
under this lease until you took possession and began storing corn / 

Senator Anperson. Is it a lease or an option ¢ 

Senator Kem. It very clearly is an option. It ties up the properi 
for two years for $1 per building, and then it provides that the less: 
shall commence paying rent for the first time when the property 
occupied by the lessee for the purpose of storing corn. 

When did you learn that, Mr. Easley? 

Mr. Eastry. I knew that the flat storage spaces, we were to b 
billed for it as the buildings were occupied, Senator. 

Senator Kem. And you knew under this document that you ol 
tained in effect an option for $1 per building to use this property 
not, as you saw fit, for the term of 2 years; that is, for the origi: 
term and for the renewal period ¢ 

Mr. Easter. That portion of it is not clear to me. 

Senator Kem. Well, it is clear to you now, is it not ¢ 

Mr. Eastry. Yes, I understand what you tell me. 

Senator Kem. You are an able businessman. Have you any doubt 
about the legal effect of that language ¢ 

Mr. Eastry. No, not at all. 

Senator Kem. When did you first learn that? 

Mr. Eastey. Just now. 

Senator Kem. Never knew it before? 

Mr. Easter. No. 

Senator Kem. You are quite sure you didn’t have any talk wit! 
Quirk J. Bernard about this transaction in September 1949 ¢ 

Mr. Easter. The only time I can recall, and the first time that I 
met Mr. Bernard and talked to him, Senator, in 1949, was when they 
sent word that he was coming to Camp Crowder and he was going to 
examine these buildings and tell us certain types of buildings, hov 
they would have to be used and preserved. 

Senator Kem. That was when / 

Mr. Eastry. That must have been in September of 1949. It couldn't 
have been— 

Senator Kem. Now, have you any way to tell what Mr. Quirk J. 
Bernard called you on the telephone about on July 7, 1949? 

Mr. Eastey. No, I don’t. I could, I might by checking my pet 
sonal records find something 

Senator Kem. Did you transcribe that conversation on the tele 
phone ¢ 

Mr. Easter. No, sin 

Senator Kem. He called you again on August 4, 1949, did he not‘ 

Mr. Eastey. Well, that is what I understand. 

Senator Kem. What did he call you about on that date ? 

Mr. Eastry. I don’t know, Senator. 

Senator Kem. You are sure it was not about the Midwest deal ’ 

Mr. Eastery. I am confident that it wasn’t about it. I didn’t en 
gage, to my\ ky iowledge—] ean think of no time th: at I ever discussed 
terms and provision s of the lease in any of its provisions with Mr. 
Bernard or anybody else. 

Senator Kem. Were you on a basis of intimacy with Mr. Bernard 
so that he would call you on the long distance from his office 


Mr. Easter. No. 
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Senator Kem (continuing). At War Assets, to your office at Webb 


/ 


City! 
\ir. Easter. No. 

Senator Kem. And the contents of the conversation would not im 
press themselves on your mind in any way ? 
~ Mr. Easztey. As I say, the only thing I might, that I can think of, 
might have been something to do with that instrument which I 
ily purchased up there. 
senator Ky M. Who in the office of War Assets besides Mr. Bernard 
were acquaintances or friends of yours ¢ 

Mr. Eastey. lL had very few people up there that I even knew, 


n 


senator. 

Senator Kem. Had all of the staff that was there when you were 
head of the office left / 

Mr. Eastey. You see, that situation there was this, Senator: Origi 

illy 1t Was Treasury Department. And then when I went in it was 
( ommerce. And then they transferred it to the RFC, and the RFC 
set up WAA, and that all happened, and then in the change over, of 

ise, the departments were shuffled and pushed around. Many of 
people that were with the Surplus oflice became dissat isfied. Some 
hem went back to the Treasury and they transferred to other 
nches, and there were not too many of the old-timers up there who 
nsferred clear on down through that change. 

Senator Kem. Was William B. Smith, Acting Deputy Regional Di 
rector, a friend of yours ¢ 

Mr. Eastey. No, he was not. I didn’t know Mr. Smith. 

Senator Kem. Now, Mr. L. S. Vandover, an investigator for GSA, 
reported to Mr. Kendall of the committee staff in a letter dated Janu 
iry 14, 1952: 

There was a separ 
Also the Regional Director maintained in his office a number of confidential file 

ets and the Regional Counsel also had file cabinets in his office. These 
not a part of the general files of the Regional Office, and only those officers 
had keys thereto. I do not know what happened to those files. 


ite file relative to the Harris lease and Midwest lease 


Did you have confidential files of that character in the office when 


vou were there ¢ 

Mr. Eastry. No, sir. 

Senator Kem. You regarded the business as public business and 
you conducted it on that basis? 

Mr. Easter. Well, I just never had occasion, Senator, to think 
ibout confidential files. 

Senator Kem. You say there were no such confidential files during 
your incumbency there / 

Mr. Eastry. No, sir. 

Senator Kem. Do you know anything about such confidential files? 

Mr. Eastry. No, sir. 

Senator Kem. Do you know any reason why there should have been 
such confidential files ? 

Mr. Eastey. I wouldn't think so. I can understand how a fellow 
might have a personal file, maybe a small personal file. 

Senator Kem. You don’t know why any Government business 

ild be conducted in that way‘ 
Mr. Eastry. I wouldn't think so, Senator. 
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Senator Kem. Do you know James L. Hornbostel, associate regiona| 
counsel, War Assets, Kansas City ¢ 

Mr. Easter. No, sir; I do not. 

Senator Kem. Did you know of a report he made on this transaction 
dated October 13, 1949? 

Mr. Eastey. No, sir. 

Senator Kem. Was it brought to your attention that he stated that 
the paper that purported to be a lease to Midwest was not a lease but 
an option, and that if none of the buildings had been used for the sto: 
age of corn no money other than $1 a building would have been paid 
to War Assets ? 

Mr. Eastey. No, sir: I wasn’t familiar with that. 

Senator Kem. Did you know that he pointed out that the leas: 
contained an option to renew, and that Midwest could keep the 115 
buildings tied up for 2 years without using them to store corn, or pay 
ing anything other than $1 per building? 

Mr. Eastey. No, sir; I didn’t know that. 

Senator Kem. Did you know that Mr. Hornbostel gave a written 
opinion October 13, 1949, to the effect that “the best interests of the 
Government were not served in connection with this lease because it 
tied up 112 buildings for 2 years for a nominal amount”? 

Mr. Eastey. No, sir. 

Senator Kem. You didn’t know that? 

Mr. Eastey. No. 

Senator Kem. Now, under this lease from the War Assets to the 
Midwest the lessee paid 2 cents per annum for usable floor space on all 
except two buildings; is that correct ? 

Mr. Eastey. I think that lease, Senator, was later revised. That 
was true of the first lease. The laundry building, I think, and the old 
bakery building. 

Senator Kem. At 2 cents per annum. That was the amount pro 
vided for in the lease of September 15, 1949? 

Mr. Eastey. Yes, sir, I think that is right. 

Senator Kem. Did you realize that at that time, on June 29, 1949, the 
War Assets had made a lease to the Harris Grain Co. for Camp Crow 
der buildings for which the rental was 5 cents per square foot of usable 
floor space ¢ 

Mr. Eastry. I heard later they had, Senator. And, of course, ou 
position on that was Mr. Harris had all the facilities adjacent to the 
railroad tracks, and all he had to do to unload grain was put a con 
vevor in and load it into the building. And these buildings, some of 
them. were as much as 3 miles from our unloading station, and it took 
about 15,000 truckloads to unload the inbound shipments. 

Senator Kem. Something was said yesterday about your building 
railroads at Camp Crowder. You didn’t build any railroad at Camp 
Crowder, did you ? ; 

Mr. Eastry. No. We did think at one time—we were worried 
about wavs, and we attempted to negotiate for the installation of a 
railroad track spur down there. 

Senator Kem. You never put a dollar in any railroad at Camp 
Crowder. did you 4 

Mr. Eastey. The only thing we put in, we had track maintenance 
down there. 
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Senator Kem. Did you build any railroad track ? 

Mr. Eastey. No. They billed us for maintenance, and then tore the 
tracks up and moved away on us. 

Senator Kem. You didn’t build any? 

Mr. Easter. No. 

Senator Kem. You did not put a dollar into any railroad? 

Mr. Eastey. That is one thing we did not do; no, sir. 

Senator Kem. Now, I understand Midwest Storage & Realty, Inc., 
was a Missouri corporation organized September 12, 1949; is that 
correct ¢ 

Mr. Eastry. That is correct. 

Senator Kem. And its incorporators are Ardeis H. Myers, 124 
shares; Dan M. Nee, 124 shares; and Florence M. Middlecamp, a secre- 
tary in Mr. Nee’s office, 2 shares. 

Mr. Eastey. That is right. 

Senator Kem. On October 18, 1949, $5,000 capital stock was paid in 
by each of the following: Ardeis H. Myers, Harry Easley, Dan J 1. Nee, 
John Stark, and Paul B. Edwards; is that correct ? 

Mr. Eastey. Yes, sir. 

Senator Kem. So at the time of the execution of the lease and for 
more than a month later Midwest Storage & Realty, Inc., was a mere 
paper corporation and did not have a dime of assets; is that correct # 

Mr. Easter. That date was what—October 18? 

Senator Kem. Yes. 

Mr. Eastry. That is possibly what the situation was, yes, sir. 

Senator Kem. Well, now, at the time you secured from War Assets 
the execution of this lease did you advise them of these facts / 

Mr. Easter. I had nothing to do with the negotiations. 

Senator Kem. Did you file any financial statement for the lessee, 
the Midwest Storage & Realty, Inc. ? 

Mr. Easter. I don’t think so, Senator. I couldn’t answer that 
definitely. 

Senator Kem. Is not it rather unusual that War Assets would have 
been willing to grant such an option for 2 years to a paper company at 
that time ? 

Mr. Eastry. Well, of course, there was a period there we didn’t 
snow whether we were going to operate as a partnership or a corpora- 
tion, Senator. 

Senator Kem. I fail to make myself clear, Mr. Easley. I asked 
vou—do you not, as a businessman, regard it as rather unusual, to 
say the least, that War Assets would have been willing to grant this 
option to this paper company tying up this property for two years In 
the manner it did? 

Mr. Easter. I would say that was true unless they know who they 
were negotiating with and a pretty good understanding of their 
background. 

Senator Kem. Did the fact that War Assets knew that at least two 
of the members were potent politically have anything to do with that 

llingness of the War Assets to act in that manner ¢ 

Mr. Eastey. I don’t think so, Senator. 

Senator Kem. You haven't any doubt but that the representatives 
of War Assets did know, have you? 

Mr. Eastey. No, I think that was undoubtedly a well-known fact. 


20554—52—pt. 1 —29 
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Senator Kem. Now, prior to the date of September 15, 1949, th 
only one of your group that had any experience in grain storage 
business was Mr. John Stark; is that correct ? 

Mr. Easter. I think Mr. Myers has had some experience. 

Senator Kem. I know he has now. But did he its any prior to 
September 15, 1949? 

Mr. Eastery. I think he had got in the elevator business back around 
1947, or something like that. 

Senator Kem. You think he did. Where? 

Mr. Easter. I couldn’t answer that. 

Senator Kem. What makes you think so if you didn’t know where 
it was? 

Mr. Eastry. That is my recollection. 

Senator Kem. Did you ever see his places of business ¢ 

Mr. Easter. No. 

Senator Kem. Has anybody told you that? 

Mr. Easuxy. Yes, someone told me that, Senator. 

Senator Kem. Did he tell you that‘ 

Mr. Eastry. No. 

Senator Kem. It is merely hearsay on your part! 

Mr. Easter. That is right, Senator. 

Senator Kem. Yes. 

Now, Mr. Edwards of your group was the protection and mail 
tenance agent or contractor at Camp Crowder; is that correct ! 

Mr. Eastry. When we went in, yes. 

Senator Kem. Now, the Government found it necessary or advis 
able to cancel Mr. Edw ards’ contract. did it not ¢ 

Mr. Eastry. He left there in December, prior to—— 

Senator Kem. And his contract was canceled, was it not? 

Mr. Easuey. I understand it was. 

Senator Kea. Do you know why? 

Mr. Eastery. No: I do not. 

Senator Kem. Have you heard? 

Mr. Eastry. No. 

Senator Anperson. Did it not save the Government about $4.000 
a month to cancel his contract / 

Mr. Easter. They replaced Mr. Edwards with another contractor 
mmediately, Senator. Mr. Dixon became the contractor when Mr. 
Edwards left. 

Senator Kem. Mr. Easley, it appears that the regulations of the 
Office of the Zone Administrator, Kansas City, Mo.. the War Assets 
Administration, contained this provision : 


Personal and business connections—No employee shall take final action 
his official capacity or influence such action being taken with respect to any 
ficial disposal transaction if he has or has had any personal or business rela- 

nship with any person, firm, or corporation which is involved. It shall be 
incumbent upon the employee to submit the matter to his immediate superi 
for final decision with an explanatidn as to such personal or business relatio1 
ships The personal relationships include relationship by blood, marriage, 


ersonal friendship, and so forth 

Was th al regulation In effect when you were the head of the Wat 
Assets Office in Kansas Citv ? 
Mr. Easter. I couldn't answer that definitely. I presume it proba 


bly was, Senator. 
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Senator Kem. If that particular regulation was not in effect, a 
similar one was ¢ 

Mr. Easter. I think so. 

Senator Kem. You knew that was the rule in the War Assets, 
did you ¢ 

Mr. Easiey. Yes, I assumed that it would be; yes. : 

Senator Kem. You have no doubt but that is a sound and proper 
rule é 

Mr. Eastey. That is right. 

senator Kem. When did you learn that Mr. Nee was one of the 
owners of the Bernard Motors Co., Ine. ¢ 

Mr. Eastey. I couldn’t tell the specific date, Senator. It was 
sometime, as I recollect, sometime about the time that we were getting 
ready to go on this project. 

Senator Kem. Is that before or after September 15, 1949 ¢ 

Mr. Eastey. I think it was before. 

Senator Kem. You knew it at the time the lease was executed ¢ 

Mr. Eastey. Yes. 

Senator Kem. And you knew that the other owner was Quirk J. 
Bernard ? 

Mr. Easter. See, there was this piece in the paper—— 

Senator Kem. In April of 1949. 

Mr. Easter. At that time these negotiations opened up sometime 
later than that. 

Senator Kem. And you read that piece in the paper / 

M. Easter. My recollection is that I didn’t know from either of 
them until later that that condition— 

Senator Kem. Did you read the piece in the Kansas City Star, in 
April 1949 ¢ 

Mr. Easter. I don’t know. I presume perhaps I might have. 

Senator Kem. Yes; and that article said that the Bernard Motors. 
Inc., had been organized to do a motor business at Lexington, Mo.. and 
that the owners were Mr. Bernard and his wife, Mr. Nee and his wife: 
is that correct ? 

Mr. Eastey. That is what I understand. 

Senator Kem. And so you must have known that or did know it 

September 15, 1949, when the War Assets, acting through Quirk 
J. Bernard, granted a lease to your company / 

Mr. Eastey. That is right. 

Senator Kem. Did it occur to you there had been a violation of the 
regulations that you knew were in effect in the War Assets? 

Mr. Easter. No; it didn’t occur to me. In that particular instance 
Mr. Nee was acting primarily as an attorney, and as I understood it, 
and as I understand in the negotiations, why, that had been discussed 
and we were familiar with that relationship. 

Senator Kem. You say Mr. Nee was acting as attorney. He was 
wting as a member of your group and a partner, was he not / 

Mr. Eastey. That is right. 

Senator Kem. And one of the principal stockholders ? 

Mr. Eastey. But he was carrying on the negotiations, Senator, with 
War Assets, and I unc erstood that the negotiations were actually not 
carried on with Mr. Bernard at any time. 

Senator Kem. Well, did you understand that Mr. Nee had been 
en ploved to negotiate this lease ? 
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Mr. Easter. Well, that was part of his job as far as we were 
concerned. 

Senator Kem. And you employed him for that purpose? 

Mr. Easter. Because he was subsequently reimbursed by us for 
performing the legal services. 

Senator Kem. And you employed him to solicit and secure the 
lease / 

Mr. Eastry. He acted as the company’s attorney; yes, sir. 

Senator Kem. To solicit and secure the lease / 

Mr. Easter. I wouldn’t say that; no. 

Senator Kem. What was he employed for? 

Mr. Easter. He was simply negotiating. We were trying to 
determine whether we could get the space, whether we could get it 
negotiated with (¢ ‘ommodity— 

Senator Kem. Isn’t that soliciting and securing? 

Mr. Eastey. It is something I think an attorney would ordinat 
carry on. 

Senator Kem. May I invite your attention to paragraph 16 of the 
lease which says that “lessee warrants that it has not employed a 
person to solicit or secure this lease in any agreement for commission, 
percentage, brokers age or contingent fee” 

Mr. Easter. No. 

Senator Kem. As a matter of fairness, I think you could say that 
Mr. Nee was not employed for a commission, percentage, brokerage, 
or agent fee; is that right? 

Mr. Easter. No, I don’t think he was. 

Senator Kem. As a matter of fact, he was not employed at al 
Isn’t that a fair statement? 

Mr. Eastry. That is true. 

Senator Kem. He was acting for the group, acting on his own be 
half and acting on behalf of the other members ? 

Mr. Easter. That is right, just trying to accomplish a job. 
Senator Kem. Well, familiar as you were with the rules and reg 
lations of War Assets Administration, ne with the business 
associations between Mr. Nee and Mr. Quirk J. Bernard, did yo 
question Quirk J. Bernard executing this lease on behalf of War Assets 

to your company ‘ 

Mr. Easter. I didn’t know who was going to execute it, Senato1 
And, of course, as to my familiarity, I would like to qualify what I 
said. You understand Government regulations change rapidly, and 
I wasn’t too long with the Department of Commerce, and it was Com 
merce. I recognize all these departments have pretty much the same 
provisions in their organizational set-up, and I presume that would 
apply. 

Senator Kem. You thought that the standards of Government had 
deteriorated to the extent that perhaps that regulation that existed 
when you were in a War Assets job had been repealed or rescinded ! 

Mr. Easter. No. 

Senator Kem. Or was in abatement ? 

Mr. Easter. No; not at all. 

Senator Kem. Just what did you understand about it? 

Mr. Easter. Well, of course, the negotiations were carried on, and 
it was my understanding that the contract had to be approved 
Washington before—— 
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Senator Kem. It wasn’t, was it? 

Mr. Eastey. Now that was my understanding. Iam not competent 
to say. 

Senator Kem. You knew that when it was issued to you it was 
signed by Quirk J. Bernard? 

Mr. EASLEY. Well, I didn’t see the contract, but I knew he signed 
t mn the end; yes, sIr: l did. 

Senator Kem. Now, when you bought the truck that is known in 
the record as truck A from the Bernard Motors on September 26, 
1949, you knew that the Bernard Motors was the company of which 
Quirk J. Bernard was the president and one of the principal owners ? 

Mr. Eastxy. That is true. 

Senator. Kem. And that Quirk J. Bernard was the man who had 
given you the lease; is that correct ¢ 

Mr. Eastry. Yes. 

Senator Kem. Did that shock your sense of fitness of things? 

Mr. Eastey. No. because Mr. Nee was also interested in the firm, 

d-it occured to us there was no particular reason to go somewhere 

se to purchase equipment. 

Senator Kem. Was there any feeling on your part that Mr. Bernard 
had been kind and courteous to you in the matter and you would 
like to be kind and courteous to him ? 

Mr. Eastey. No: that didn’t occur to me. 

senator Kem. Well. now, did you know the same state of facts 
existed when the trucks called B, C, and D were purchased from 
Bernard Motors on October 22, 1949 ? 

Mr. Eastexy. Yes, sir. 

Senator Kem. Did you regard that purchase as necessary for the 

siness of Midwest Motors? 

Mr. Eastey. Well, my feeling about the trucks, I have explained 
before, Senator. 

The CHAIRMAN. | think that Is in the record, Senator. He said it 

detail. 

Senator Kem. I want to inquire about a little different phase of it. 

Mr. Eastey. The same thing was true. I felt that down there 

ere We are situated there are so many trucks available on account 
of the gravel business that we couldn’t afford to buy trucks when 

e could contract for so much less. 

Senator Kem. The way the thing worked out, you bought from 
Bernard Motors trucks in excess of the necessity of your business; 
s that right ¢ 

Mr. EASLEY. Well. of course, originally, once again, Senator. it was 
ontemplated that we»would get our own equipment and unload it 

rselves, That was the reason for the purchase. 

Senator Kem. I understand that: but as the matter worked, the 
bare facts of the transaction are you bought trucks in excess of vour 
requ rements ¢ 

Mr. Eastey. We bought the trucks and when we couldn't use 
hem—— 

Senator Kem. Is that a fair statement or is it not, that vou did 
buy trucks from the Bernard Motors in excess of the requirements 
vour business ? 

Mr. Eastey. That is right. We didn’t use them after we bought 


’ 
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The Cuarrman. And that is because you decided to hire trucks ? 

Mr. Easter. Yes, sir; that is correct, Senator. 

Senator Kem. And now did you know at the time the Commodit, 
Credit Corporation contract was negotiated that no financial 
ment was furnished by the contractor, by the Midwest Co. 

Mr. Easter. No; I didn’t know that, Senator. I didn’t knov 
at all. 

Senator Kem. You didn’t go into that at all? 

Mr. Eastey. No. sir. 

Senator Kem. When you were at War Assets, did you make dea|s 
of that kind? 

Mr. Easter. You mean— 

Senator Kem. Did you lease property to parties or did you mak 
contracts with parties without obtaining information as to tli 
financial capacity or responsibility ¢ 

Mr. Easter. Of course, Commerce had not reached that stage of 
the game, Senator. We were primarily interested at that time 
setting spot sales, and what not, all over the country to get rid of 
surplus Army goods primarily, you know. 

Senator Kem. Would you, in your capacity with War Assets Admii 
istration, dispose of the property to a concern without information as 
to its financial responsibility if the transaction required a performance 
sometime in the future by that concern ¢ 

Mr. Easter. No; I think it is 

Senator Kem. Are these salaries that are set out in the report the 
salaries and profits that have been drawn out by the members of 
your group correct? That is Mr. Myers, $18,949.92 ¢ 

Mr. Easuey. Yes. 

Senator Kem. Mr. Easley, $26,868.47 ? 

Mr. Easter. Yes, sir. 

Senator Kem. Mr. Stark, $18,949.92 ? 

Mr. Easter. Yes. 

Senator Kem. Mr. Nee, $18,904.68 ? 

Mr. Easter. Yes. 

Senator Kem. In addition, you furnished insurance to Midwest ! 

Mr. Easter. Yes. 

Senator Kem. For premiums aggregating $65,000; is that correct ! 

Mr. Easter. Something like that, yes, sir. 

Senator Kem. And a commission on $1,340.27 of that msurance 
Was at 5 percent; is that correct ? 

Mr. Eastey. Part of it was brokerage, Senator, and part of it at 5 
percent. 

Senator Kem. Five percent. 

Mr. Eastey. And the over-all commission was 15 percent. 

Senator Kem. Yes. 

Mr. Eastey. Part of the insurance was with Thomas McGee i 
Kansas City. You understand it had been difficult to place it. You 
had a great concentration of grain, in some places 250,000 bushel 
and the comp: anies were reluctant to get on it, so the ; ce 

se a pe Kem. So it was only about $1,500 of premiums that you 
effected at 5 percent, the balance of your commission was 15 to 20 
canola is cial right ? 

Mr. Eas.iey. Fifteen. 
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Senator Kem. What would you estimate were your total commis- 
sions out of the 65,000 premiums that you collected ¢ 

Mr. Eastey. I estimated a little earlier, Senator—— 

The CuarrMan. That is in the record. 

Mr. Easter. I think I said between eight and nine thousand. 

The Cuamman. That is right. 

Senator Kem. Did you share that with the other members of the 
group ¢ 

Mr. Eastey. No, sir; I did not. 

Senator Kem. That was yours? 

Mr. Eastey. Yes. 

Senator Kem. And I believe you said Mr. Nee obtained attorney 
fees of something like $400 ? 

Mr. Eastey. That is what the record show. 

Senator Kem. Now, Mr. Edwards was $13,513.76 for material and 
labor used by him in repairing the buildings ? 

Mr. Eastry. Yes. 

Senator Kem. Did you share in that contract ? 

Mr. Eastey. No, sir. 

Senator Kem. Nobody but Mr. Edwards shared in that? 

Mr. Eastxy. That is correct. 

Senator Kem. And you have no way of knowing what his profits 
were in that connection ? 

Mr. Eastry. No. I don’t presume he made too much out of it. 

Senator Kem. I believe that is all. 

The Cuarrman. Any other questions? 

Senator Hicken.Loorer. Mr. Chairman? 

The Cuatrrman. Senator Hickenlooper. 

Senator Hickren Loorer. Originally what was your capacity in the 
operation of this storage business, Mr. Easley ? 

Mr. Eastry. Why, Senator, it was almost entirely an operational 
function that I performed. 

Senator Hicken.Loorrr. Were you manager of it, in the nature of 
manager of the business? 

Mr. Eastxy. That is what it developed into; yes, sir. 

Senator HickenLoorer. And did you devote your full time? 

Mr. Eastry. No; but I devoted a very substantial part of it. 

Senator Hickrenioorer. Were you the responsible officer that had 
general charge of the operation of the business there ? 

Mr. Eastey. Well, here was what happened, Senator: I don’t recall 
whether you were here yesterday or not, but you see when the build- 
ngs broke down and the contractors fell down on the job—up to that 
time we thought the operations would be carried on through the 
Kansas City office. When that happened it became obvious it couldn’t 
be, and IT live about 20 miles from Crowder, and it fell on my shoulders 
to attempt to straighten it out and handle it. 





Senator Hickentoorer. Well, over a period of how long did you 
' issume or assert what vou might eall managerial responsibility for 
+} " / : . 


Mr. Eastry. I would say from the latter part of September until 
t was completed in May. 

Senator Hickentoorer. About how long was that? 

Mr. Eastry. May 1951. 

senator Hi KENLOOPER. About how long was that period ? 
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Mr. Easter. Two and one-half years. 

Senator HickENLoorer. Two and one-half years ¢ 

Mr. Easter. Yes. 

Senator HickenLoorer. And I notice on the record that you drew 
down by way of salary or other compensation or return somet hit 
like $23,000 during that period of time. 

Mr. Eastxy. Yes. 

Senator Hickenvoorer. Was that salary or was it dividends o 
stock ? 

Mr. Eastey. Well, it was both, Senator. 

Senator Hicken Loorer. Do we have a breakdown as to the amounts 
listed as salary, Mr. Chairman ? 

The CHarmMan. Yes. 

Senator Hicken.oorer. Do you recall offhand how much was sal! 
ary and how much was draw down to stockholders ¢ 

Mr. Easter. It was set up by us as salary. 

Senator HickENLOOPER. Set up as salary ? 

Mr. Easuey. Yes, sir. 

Senator HickenLoorer. So you drew $23,000 in salary during that 
time ¢ 

Senator Anprerson. Twenty-six. 

Senator HickeNLoorer. Twenty-six. 

Mr. Eastry. Yes. I am sorry. 

Senator HickenLoorer. And I take it during that time that you 
had responsibility as operating head of this business you familiarized 
yourself with this operation : and knew about the details of the business ! 

Mr. Eastry. To the very best of my ability; yes, sir. 

Senator Hicken.oorer. Well, the reason I am asking you these 
questions, Mr. Easley, is—well, furthermore, how long have you 
known that the General Accounting Office was interested in this trans 
action and claimed there was something that should be looked into 
about it ¢ 

Mr. Eastey. Well, the first indication of that I had was the project 
was under criticism almost from its inception, and the General Ac 
counting Office came in and audited our books, oh, shortly after the 
grain was unloaded, as I recollect, and a couple of times they have 
been in since that time. 

Senator Hicken.oorrer. When did you learn that the Senate Agri 
culture Committee was interesting itself in this particular transaction 
by way of inquiry? 

Mr. Easuey. I think through the press and the press releases, and 
what not, which I followed. 

Senator HickenLoorer. How long ago—2 or 3 months ago? 

Mr. Easter. I would say: yes, sir. 

Senator HickenLoorer. Did you anticipate at that time that you 
would be called upon to testify before this committee as to the trans 
actions involved ¢ 

Mr. Eastery. I didn’t think it possible; no, sir. 

Senator HickenLoorer. That you would have to give any evidence? 

Mr. Eastey. That is right. 

Senator Hicken Looper. You did learn, however, through the press 
and otherwise that an inquiry was going to be made by this committee 

Mr. Eastey. Yes, sir. 
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Senator Hickennoorer. And still you had no idea that you as the 
responsible manager over that period of time would be questioned 
about the matter ¢ 

Mr. Eastey. I didn’t presume it reached that proportion. Of 
course, I always take the position it is hard for me to believe that 
when you did a pretty good job, and what not, and tried to do effec- 
tively and efficiently that it would be fired on too hard. 

Senator Ee Getting back to what I started to say a 

inute ago, Mr. Easley—the purpose of my inquiry along this line 
s that you were for a period of a couple of years apparently at least 
the major responsible managing operator of this business. As such 
you said that you famili: rized yourself with the details. You knew 
» or 3 months ago that this committee was going to engage in an 
nquiry, and I think if you did assume that you would not be ques- 

ned about this, you express a maiveté that I rather doubt you 

OSSess, 

Mr. Eastey. I have become convinced later on, Senator, that would 
occur. 

Senator Hickenvoorer. In this hearing I have been impressed by 

e fact that your knowledge of ordinary details of operation is ex- 
tremely hazy. And it is rather surprising to me that you are not able 
to answer with more accuracy questions that are importantly involved 

this transaction. That is the reason for this. 

I am a little impressed by the fact that a man who receives $26,000 
by way of managerial salary and pay, and who was the major oper- 
ator, is unable to give with more definiteness much of the business 
operations of this company. 

The CuatmremMan. Are you referring to the managerial part, Senator 
Hickenlooper ? 

Senator Hickenvoorer. I am just talking about the fact that the 
witness does not seem to be as acquainted with the details of this busi- 
ness as I would normally think a man who had received $26,000 over 
a period of a couple of years’ managerial operational servicewise 
would be. Iam a little mystified. 

Senator Anprerson. Are vou finished ? 

Senator HickeNn.Loorer. Yes. 

Senator ANpERsON. I was just going to say, Mr. Easley, I have been 
trving to find out since this testimony started how it happened that 
this Midwest Co., organized apparently by people who did not know 
too much about the business, came out as well as it did. And I want to 
congratulate you. You took the job over and made it work out. It is 
a pretty tough racket, as I see, to go in and take an old bunch of Gov- 
ernment buildings. shore them up, try to make them work, take 
2,000,000 bushels, whatever you took, of corn, keep it conditioned, and 
turn it back without any claim for spoilage. As I understand, there is 
no claim for spoilage ? 

Mr. Eastey. No. 

Senator Anprerson. And you shipped out all the grain in that 
shion ? 

Mr. Eastry. That is correct. 

Senator Anprerson. No shortage? 

Mr. Eastey. That is correct. 

Senator Anperson. No shortage at all in these transactions? 
Mr. Eastry. No. sir 


¢ 
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Senator ANprerson. The only argument is whether or not these build 
ings were put back to suit the Army ? 

Mr. Easter. Yes. 

Senator Anprrson. I have visited that Army camp a good many 
times. My boy was stationed there for several years. These buildings 
were not in the best shape when you came there, were they / 

Mr. Eastey. That is correct. 

Senator Anperson. And when you started to put graim in, you had 
to do a little work on them ¢ 

Mr. Eastey. That is correct. 

Senator Anprrson. And you had to do it a little rapidly sometimes / 
Mr. Eastxy. We woukin’t know whether the floor would hold unt 
we started to put a load on. As a matter of fact, we braced every 

building before we started to put in corn after the first one failed. 

Senator Anperson. I am regretful you had to buy trucks and se ! 
them, but I think there woul 1 be examples of other businesses t! 
bought equipment and found out later they were not going to use it, 
found out it was more economical to handle it another w ay. 

Did you think that hiring of these trucks was a more economi 
way of handling it than buy your own trucks? 

Mr. Eastey. Decidedly more economical. 

I will say this, Senator: We had a claim for corn shrinkage and grac 
loss of $1.737.06. 

Senator Anperson. Yes, I saw that in the record. But you ha: 
dled corn—at a dollar and a half a bushel and 2,000,000 bushels—you 
handled $3 million worth of property ¢ 

Mr. Eastey. That is right. 

Senator Anperson. And $1,700 shrinkage is not what you would cal! 
a national catastrophe. 

Mr. Eastey. Of course, on this thing, part of that was after wi 
finished unloading there was some spillage, and we swept that up and 
put it in a separate building and got permission to sell it at $40 a tor 
for hog feed down in Oklahoma. And we recovered part of it on that 
basis, and that represents the outlay. That. was money—— 

Senator Arken. Did you ever have an opportunity to sell an) 
Government corn as some of the other operators apparently did? 

Mr. Eastey. No, sir; we did not. 

Senator Arken.. We all know that you did not. I was just wonde1 
ing if anybody ever attempted to buy any of this 2,000,000 from you’ 
Mr. EAsii y. We tried to take good care of it, Senator. We ha 
some loyal and good help and some very fine boys on the job, al 
we had our own watchmen. We didn’t depend on the Government 
maintenance and protection. We had our own people on the job day 

and night. 

Senator Arken. And no one ever tried to buy it / 

= Eastey. No one tried to buy it: no, sir. 

ator ArkEN. Do you have any explanation as to how it hap 
pel ned that so much grain consigned to the Harris Company dis 
appeared in transit whereas yours, in presumably the same type of 

“ars, was delivered to you without loss é 

Mr. Eastey. I think, Senator—— 

The Cuarrman. Corn? 

Senator A1rken. Corn would not run out through the cracks like—— 

The CuatrrmMan. Corn on the cob? 
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Senator A1kEN. Shelled corn. 

Mr. Eastey. Shelled corn, Senator. 

You see, Mr. Harris did not weigh his grain out. Now, we ob- 
tained the services of the Missouri Grain Commission and we weighed 
everything out. 

Senator ATKEN. W hose weight did he ti ake ¢ 

Mr. Easter. Mr. Harris advised me he was depending on destina- 
tion weight. 

Senator AnpeRson. That is correct. The record shows he de- 
pended upon destination receipts, whereas these people made sure 
they found out what it was before it got out. 

Senator ArkEN. Who weighed the grain that Mr. Harris received ¢ 

Senator ANDERSON. He didn’t touch it. 

Senator Arken. Who else weighed it? Somebody had to weigh 
or they wouldn’t know how much it was supposed to weigh. 

The Cuarrman. The shipper. 

Senator Arken. Did Commodity Credit weigh it / 

Senator Anperson. The elevator, I believe, before it arrived at 
destination did the weighing, and it is an argument between Mr. 
Harris and them as to whether they did not actually ship enough 
grain or it just did not get there. I do not know what happened 
to that. 

The important part is I was trying to find out who put the business 
oper ition of this right. You di d see to it when you shipped grain 
you knew what you shipped out. You knew the weight was right 
when shipped by you. 

Mr. Eastry. Also we had it inspected by the grain commissioner, 
and every car wis Inspected and welghed before it left. 

Senator ANDERSON. So you knew the quality when it left ? 

Mr. Easter. Yes. 

Senator ANperson. And if it did not arrive at destination in good 
quality, you had a claim against the railroad company ¢ 

Mr. Eastry. Yes, sir 

Senator A1rKEN. You were not as trusting as Mr. Harris? 

nator Anperson. | think that is an example right there. Mr. 
Harris had a good financial statement, showed several hundred thou 
sand dollars of assets. I am not trying to prejudge, but apparently 
paid no attention to spoilage. These people had not had experience, 
entered the job, looked after it. saw it rot delivered and got accounting 
for it. And personally I want to commend you for seeing you handled 
2,000,000 of grain and got it all accounted for with no more spoilage 
than you did. 

Mr. Eastry. Thank you. 

Che Cuamman. Mr. Easley, I do not want to prejudge what is in 
the mind of Senator Kem, but it looks as though he desires or maybe 
wants to show some kind of political favor of some kind—the fact that 
you were connected with the administration. 

Now, was there such ? 

Mr. Eastey. On my word of honor—— 

The CHamrMan. In any way? 

Mr. Eastry. Nothing whatever, Senator, and I am under oath. 

The Cuamman. As I understood you originally, you said that Mr. 
Bernard, who was at the head of War Assets, came to you or somebody 

lotfered to lease this property ¢ 

Mr. Eastey. Mr. Turney. 
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The Cuatrman. Mr. Turney? 

Mr. Eastry. Mr. Turney. 

The CHarrman. Yes. 

Mr. Eastey. That is right, Senator. 

The Cuarrman. And after looking into it with your associates, y. 
decided, as you said, you could make a little money out of it, so \ 
went to work and did that ? 

Mr. Eastey. That is what we tried to do. 

The Coamman. How much money did you folks put up before 
got anything from the Commodity Credit Corporation ¢ . 

Mr. Eastey. Well, when we incorporated I think we set the capita 
stock at $50,000, and we paid in25. We agreed that we would lend 
corporation such money as it needed to function and operate. 

Senator Anperson. Didn't you advance—— 

The Cuamman. How much did that amount to? 

Mr. Eastey. We advanced 5,000 apiece then additional. 

The Cuarrman. Didn’t I see in the record that you advanced $10, 
to the company in addition? 

Mr. Easter. Yes. Sometimes we would get a little low and wi 
would have to cover it that way. We had a line of credit at the 
Columbia National Bank in Kansas City of $60,000, and with—— 

Senator Anperson. How did you get that? Did anybody have to 
endorse the note? 

Mr. Eastry. Based on personal endorsement of all of us. 

Senator Anperson. Personal endorsement of all of you? 

Mr. Eastey. Yes. 

Senator Anperson. So the amount you invested was $80,000 at 
least ? 

Mr. Eastxy. We did this, Senator: We paid $160,000 into t! 
operation before Commodity Credit ever reimbursed us in any amou 
whatever. 

So it is not the question—I heard this discussion yesterday about 
the financial statement—but the partners in this firm have financia 
stability and I think they can produce the financial statements that 
probably ought to be entered into the record to indicate it was not « 
fly-by-night proposition. 

The Cuatrman. Have you any recollection that the financial state 
ment was asked of you? Was it ever discussed ¢ 

Mr. Estey. You see, on account of the convenience most of those 
transactions, Senator, were carried on in Kansas City by Mr. Mvers, 
Mr. Stark, and Mr. Nee. That is why I am vague on some of them. 
! made no effort. I had the utmost confidence in those fellows just as 
they didin me. SolIwouldn’t know. But I know that if Commodity 
asked us for it, that we gave it to them, and I am inclined to think 
could have been misplaced or something of that kind. 

Senator Anperson. Has this testimony previously been given as t 
the amount of money you had to pay out before any money started 
coming back? I have not seen it before. 

You went to the bank and your associates went to the bank in Kansa 
City and borrowed $60,000 on personally endorsed note? 

Mr. Eastey. Personally endorsed and guaranteed all notes. 

Senator Anperson. That was not just the corporation borrowing? 

Mr. Easter. No, sir. 
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Senator ANDERSON. Individual names on the note ? 

Mr. Eastry. That is correct. 

Senator ANDERSON. How much more of that nature? 

Mr. Easter. We borrowed at Webb City Bank, an institution with 
which I am connected, we borrowed $20,000 there. 

Senator ANpERSON. Any others that you recall ? 

Mr. Easter. Other than advances I made personally, which were 
ust temporary. You know, as maybe you got a little short on the 
payroll or something, and you would have to meet it immediately. 

Senator ANperson. If you had desired to increase the capitalization 
of this company, could you not just as well have borrowed the money 
as individuals and acquired capital stock for it ¢ 

Mr. PASLEY. That is correct. 

Senator ANpersoN. But you did not need it for housekeeping, all 
vou needed was the ability to get the money temporarily ¢ 
. \r. Eastey. That is correct. 

Che CHAIRMAN. Off the record. 

(Discussion off the record.) 

Phe CuarrMan. Any other questions? 

Senator Munpr. As I understand the present status, this is a cor 
poration, not a partnership; is that right ¢ 

Mr. Eastey. Yes. 

Senator Munpr. Your total assets as of now are $25,000? 

Mr. Eastey. Yes, sir. 

Senator Munpr. And your unpaid claims are $62,000 ? 

Mr. Easter. That is right. 

Senator Munpt. In which the Government is directly interested in 
about $59,000. Is that the part the Government is interested in / 

Mr. Easuey. Yes. 

Senator Munpr. Does the corporation have a bond of any kind to 
the Army to make good on these buildings if they sustain their claims 
they have been damaged to the extent of $59,000 ? 

Mr. EASLEY. No. Senator. we do not. It is just in the process ot 
negotiation at the present time. 

Senator Munpr. In the event those negotiations indicate that vou 
owe the full $59,000 and you have assets in the corporation of only 
$25,000, to whom will the taxpayer look to get the other $34,000 ¢ 

Mr. Eastey. That is a situation that we hope we can work out, 
Senator, and I feel that we can. 

Senator Munpr. That I understand. But my question is: If you 
lo not sueceed in negotiating it down to this $25.000 covering this 
$59,000 claim, the $59,000 claim remains in the opinion of the War 
Department or the Pentagon, United States Army Engineers, to be 
the valid amount, you have assets of only $25,000. You have pro- 
vided no bond. You are not a partnership, so there is no liability 
against you individually. How do the taxpayers get the $34,000? 

Senator ANDERSON. I hope that does not get written into the record 
that there is no hability, because I do think there would be liability 
{ there developed there was a claim. ; 

Senator Munpr. I mean individual liability. 

Senator ANpERSON. I do think there would be because of the fact 
they have drawn out $89,000, which might be regarded as dividends 
and which the Government could attach against. 
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I do not mean to interfere with your questioning, but I did not 
want that in the record. 

Senator Munpr. May I ask, Mr. Easley, if you agree with that 
interpretation. Do you feel there is such a liabil‘ty? 

Mr. Eastry. I wouldn’t want to admit it, Senator. [Laughter.] 

Senator Munpr. I am interested 

Senator Anperson. I think the record should show he should not 
admit it. He is a businessman, he is in business, and I think suits 
have revealed the fact when you have entered a corporate partnership 
you do not admit it. I think Senator Kem, who is a very good lawyer, 
would admit that he would not let a client of his admit it. 

Mr. Eastey. We are going to do everything in the world we can 
to work that out with the Army, and we are very hopeful we can 
arrive at a successful conclusion. 

Senator Munpr. What you are talking about by working it out is 
reduce the amount of the claim? 

Mr. Easter. That is correct. 

Senator Munpr. Obviously. if you reduce the amount of the claim 
this is not a pertinent question. But if the Army holds that the 
buildings were damaged, as they now contend, some $59,000, and you 
succeed in working it down, say, to $32,000 there still is a $27,000 ex- 
tent of damages against the over-all taxpayer which cannot be coy- 
ered by the $25,000 assets you have in the corporation. 

I am discussing whether or not the taxpayer loses any money on 
this transaction, which is my primary interest. It seems to me unless 
you can shave a $59,000 claim all the way down to $25,000, that the 
taxpayer is going to lose anywhere from $1 to $34.000 on the deal. 

Mr. Easter. We have a contractor, a very capable contractor, and 
we have submitted a proposition to the Army, Senator, and he has 
agreed to furnish a performance bond and go in and do the work under 
their supervision and to their satisfaction for a stipulated sum of 
money, which we have set aside for that purpose, and we have made 
that tender to the Army. 

Senator Munpr. The Army has not accepted it ? 

Mr. Eastry. We have not heard from them. They say they will 
resume negotiations at a later date, and that is where it stands at the 
moment. 

Mr. Correr. May I 

Senator Munpr. I yield. 

The Cuatrman. I would like to place in the record at this time a 
letter from the Department of the Army, since the Senator from 
South Dakota raised the question, dated March 25, 1952, addressed to 
me, and it is signed by “F. Shackleford, department counselor.” 
[| Reading. ] 

In selecting the buildings to be rehabilitated for military use no distinction 
was made between buildings which had been leased to these two companies and 
those which had not been so leased, except insofar as the failure of these 
companies promptly to quit the premises made it necessary to select alternate 
structures. I understand that some of the rehabilitation and conversion work 
performed on the buildings formerly leased to these two companies— 


and that is Midwest and Harris— 








which in all probability was not the responsibility of these former tenants under 
their respective leases. Consequently, the Department has been attempting to 
segregate from the over-all rehabilitation and conversion costs necessary for 
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military utilization that portion of such costs for which the above-mentioned 
lessees were responsible wnder their GSA leases. This task has proved a 
substantial undertaking and a greater one than originally contemplated. How 
ever, the commanding officer at Camp Crowder has very recently advised the 
Department that some of the five rehabilitation contracts have now been com- 
pleted and that the process of segregating these costs will be completed within 
the next 30 days. 

When this is accomplished, the division engineer will proceed with the negotia- 


tion of a settlement with the former lessee. 


Mr. Correr. I would like to comment for the record that we re- 
quested a witness appear for the Department of the Army to testify 
as to the present status of this settlement, and they have advised us 
that they have no one here in Washington that is qualified to testify 
and sent us this letter in lieu of that. Whether you deem this sufficient 
or not— 

Senator Munpr. From what source did you get the $59,000? 

Mr. Correr. From the original letter, which we should also intro- 
duce for the record, dated November 25, 1951, which goes into the 
claim and indicates estimates of costs. There was an estimate of 
cost of approximately S09 000, 

Senator Munpr. I think you should put in the original letter be- 
cause without them together it may put the Army in the position 
of maybe making just a wild curbstone guess. 

The CHATRMAN. At this point in the record we will put the first 
as well as the second letter. 


Exuipsit No. 27 


DEPARTMENT OF THE ARMY, 
Washington, November 26, 1951. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
i nited States Nenate. 
Deak SENATOR ELLENDER: In accordance with the request of Mr. Harker 
Stanton of your professional staff, I would like to give you the following infor 
tion in connection with the Midwest Storage & Realty Co. and V. M. Harris 
Grain Co. at Camp Crowder, Mo. : 
Lease No. RP—-Z-4—-1420 to the Midwest Storage & Realty Co. covered 163 


dings. Administration of this lease was assumed by the Department of 
the Army at the time custody of the property was taken over from the General 
Services Administration on February 2, 1951. The division engineer, Missouri 
River Division, Omaha, Nebr., advises that General Services Administration 
llected the rentals due under the lease to March 15, 1951. The lease expired by 


fs own term on September 15, 1950, but the lessee was allowed by General 
Services Administration to continue in occupancy on a hold-over basis after 
that date. The division engineer notified the lessee on February 8, 1951, to 
remove its grain, vacate, and restore the premises. The lessee then vacated 
the buildings as fast as the grain could be removed and completely vacated on 
June 10, 1951 Rental due under the lease for the period March 15, to June 
10, 1951, in the amount of $2,100.32, was collected by the division engineer. 
rhe division engineer estimates that the cost to restore the leased property 
$90,053.25 and advises that the processing of a settlement is being negotiated 
Lease No. RP-Z—4-1435 to V. M. Harris Grain Co. covered 40 buildings. 
rhis lease was for the period July 1, 1950, to June 30, 1951. Rental for the 
entire term was collected by General Services Administration. The lessee 
proceeded to remove its grain and completely vacated on May 17, 1951. The 
ivision engineer estimates that the cost to restore the leased property is 
$24,767 and also estimates that the cost of specific roof maintenance required 
under the lease, but which the lessee failed to accomplish, is $15,000. The 
livision engineer advises that a settlement is in the process of negotiation. 
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The following is a tabulation of the various types of buildings involved in thy 
leases and the number of each type occupied by the lessees : 





| arrie 
Type of buildings Hors | Midwe 


Warehouse. ._.. . ee ae SS rR ele Se ee ee 34 
Barracks t tal | 
Recreation 

Mess... : a * ' 

Office sone : 2 
Storehouse : , . . ne 
Motor-repair shop- daskak E ‘ mudd ; | 1 
Shop . , , Gnasncliaaiinipaipiuiliante . “ | 2 
Fire station .... . Saad pacnhiedtt ; . 1 
Laundry . ee = wba 
Cold storage..... 

Bakery -. 


Total ‘ “a ° ao 40 





Inclosed are photographs of eight of the above types of buildings. Photographs 
of the four types last listed above are not immediately available. 
If I can be of further help in this matter, please do not hesitate to call on me 
Sincerely yours, 
FRED KortH, 
Deputy Department Counselor. 


DeEPARTMENT OF THE ARMY, 
Washington, March 25, 1952 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear SENATOR ELLENDER: I should like to give you the following additior 
information in connection with the buildings at Camp Crowder, Mo., which wer 
leased by the General Services Administration to the Midwest Storage & Realt 
Co. and the V. M. Harris Grain Co. 

You will recall that in my previous letter to you of November 26, 1951, in this 
matter, I described the leases and the building concerned and stated that the 
division engineer estimated that the liability of the Midwest Storage & Realty 
Co. under the rehabilitation provision of its lease totaled $59,953.25 and that 
the liability of the V. M. Harris Grain Co. under the restoration provision « 
its lease totaled $24,767 plus an additional $15,000 for the cost of specific roof 
maintenance for which the Harris Grain Co. was obligated under its lease ar 
which it failed to accomplish. In that letter, I also stated that the divisior 
engineer advised that in each case a settlement was in the process of negotiatio! 

These negotiations, however, have been held up pending the receipt of actual 
rehabilitation cost figures. You will recall that Camp Crowder, prior to its 
reactivation in 1951, had been subject only to minimum maintenance. The matter 
of rehabilitating the structure which had been leased by the General Services 
Administration to the Harris Grain Co. and the Midwest Grain Co. was on! 
part of the problem of placing this camp in readiness for military utilizatio 
in a very short time. To accomplish this objective, the rehabilitation and con 
version work was divided among five contractors. 

In selecting the buildings to be rehabilitated for military use, no distinctior 
was made btween buildings which had been leased to these two companies and 
those which had not been so leased except insofar as the failure of these companies 
promptly to quit the premises made it necessary to select alternate structures 
I understand that some of the rehabilitation and conversion work performed 
on the buildings formerly leased to these two companies was work which in a! 
probability was not the responsibility of these former tenants under thei: 
respective leases. Consequently, the Department has been attempting to segre 
gate from the over-all rehabilitation and conversion costs necessary for militar) 
utilization that portion of such costs for which the above-mentioned lessees were 
responsible under their G. S. A. leases. This task has proved a substantial unde! 
taking and a greater one than originally contemplated. However, the com 
manding officer at Camp Crowder has very recently advised the Department 
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that some of the five rehabilitation contracts have now been completed and 
that the process of segregating these costs will be completed within the next 
30 days. When this is accomplished, the division engineer will proceed with 
the negotiation of a settlement with the former lessees. 
I shall keep your committee advised as these negotiations develop If I may 
pe of any further help in this matter, please do not hesitate to call on me 
Sincerely yours, 
F. SHACKELFORD, 
Department Counselor 


DEPARTMENT OF THE ARMY, 
Washington, April 30, 1952 


Hon. ALLEN J. ELLENDER, 


I 


yriculture and I orestry, 


Chairman, Committee oi 1¢ 
United States Nenate 

Deak SENATOR ELLENDER: In my previous letter to you of March 25, 1952, 

cerning the buildings at Camp Crowder, Mo:, which were leased by the Get 


er Services Administration to the Midwest Storage & Realty Co. and to the 
Army was in the process of isolating 


V. M. Harris Grain Co., I stated that the 
rehabilitation costs for which these lessees were responsible under their 
respective leases. 
I have just been 
officer at Camp Crowder has furnished the following information 
tual costs of restoration work accomplished by contract and by Post Enginee1 


personnel, and estimated costs of restoration work not yet accomplished whic! 


re based on actual costs of similar restoration work: 


informed by the Corps of Engineers that the commanding 
in regard to 


BUILDINGS LEASED TO MIDWEST GRAIN & REALTY, IN¢ 


we 


Actual costs of restoration work accomplished 22, DOD. 41 
Estimated costs of remaining items of restoration, based upon post 
engineer unit costs and upon actual costs of similar work accom 

plished by contract 26, 97 


Total restoration costs 
RUILDINGS LEASED TO V. M. HARRIS GRAIN CO 


Actual costs of restoration work accomplished 
estimated costs of remaining items of restoration, based upon post 
engineer unit costs and upon actual costs of similar work accom 


plished by contract 


Total restoration eosts 


Inclosed for your information are copies of letters from the division engineer, 
Missouri River Division, to Midwest Storage & Realty, Inc., and V. M. Harris 
Grain Co., dated April 17, 1952, requesting remittance for the costs of restoration 
for which each is responsible under their G. 8. A. leases, in the respective amounts 
specified above It will be noted that the division engineer has notified the 
former lessees that if the remittance is not received on or before May 1, 1952, 
further action will be taken for recovery of the indebtedness. 

[ shall continue to keep your committee advised as any significant develop 

ents occur in connection with this matter. If I may be of any further help, 
ease do not hesitate to call on me 

Sincerely yours, 
F. SCHACKELFORD, 
Department Counselor 


20554 52 pt. 1- AU 
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Corps or ENGINeers, U. S. Army, 
OFFICE OF THE DIVISION ENGINEER, Missouri River Drvision, 
Omaha, Nebr., April 17, 1952 


Refer to File No. 680.41 (Camp Crowder, Mo., V. M. Harris Grain Co.) MRDRM. 


V. M. Harris Grarn Co., 
Scott City, Kans. 

GENTLEMEN: Reference ig made to the following: 

a. Letter from this office dated July 30, 1951, requesting remittance in the 
amount of $39,767, representing the estimated costs of restoring the premises at 
Camp Crowder, Mo., pursuant to condition 12 of lease No. RP—Z4—1435. 

b. Letter from this office dated October 18, 1951, pertaining to the same matter, 

Information is furnished that the majority of the buildings occupied by the 
V. M. Harris Grain Co. have been rehabilitated by and at the expense of the 
Government During December 1951 it was known that the costs of restoration 
were being recorded and negotiations were suspended pending receipt of actual 
costs data. Actual costs of restoration work accomplished by contract have been 
furnished by the respective contractors. Actual costs of restoration work ac- 
complished by the post engineer personnel have been taken from engineer cost 
accounting records. Estimated costs of restoration work not yet accomplished 
have been based on actual costs of similar restoration work. 

The costs, actual and estimated, are as follows: 


Actual costs—restoration work in place , — -- $23, 555. 40 
Estimated costs—buildings not restored or partially restored___ 7, 995. 26 
Estimated costs—a<A. D. T. fire alarm system__..... ~~~ es anit 2, 942. 68 
Estimated cost—alphalt application to roofs_........-..--.- 4, 629. SO 

ee ee eee es ee ee 86h 


Detailed costs records, actual and estimated, are on file in this office and are 
available for inspection at your convenience. 

Your prompt remittance in the amount of $39,123.14 is requested. 

In the event the above amount is not received on or before May 1, 1952, this 
office will be required to submit the account to higher authority in order that 
action may be taken for recovery of the indebtedness. 

A franked envelope requiring no postage is inclosed for your convenience in 
the matter 

Very truly yours, 
W. R. Goopatt, Jr... 
Chief, Real Estate Division 
(For the division enginee! 


Corps oF ENGINEERS, UNITED STATES ARMY, 
OFFICE OF THE DIVISION ENGINEER, 

Mrssourr River Division, 
Omaha, Nebr., April 17, 1952 

Refer to file No. 680.41 (Camp Crowder, Mo., Midwest Storage & Realty, Inc.), 

MRDRM. 
Mr. Dan M. NEE, 
Kansas City. Mo. 

Dear Sir: Reference is made to letter from this office dated December 21, 
1951, advising that the actual cost of restoring property at Camp Crowder, Mo., 
was being compiled 

Information is furnished that the majority of the buildings occupied by Mid- 
west Storage & Realty, Inc., have been rehabilitated by and at the expense of the 
Government. Most of the buildings were restored by Government contract. Six 
buildings were restored by Government labor. Thirty-five buildings have not as 


vet been restored 


The actual costs of restoration accomplished are $22,909.41. The estimated 
costs of the remaining items of restoration, based upon post engineer unit costs 
and upon actual costs of similar work accomplished by contract, are $26,973.51 
The total restoration expense of the lessee is therefore $49,882.92. Detailed costs 
records, actual and estimated, are on file in this office and are available for 
nspection at your mvenience 

Your prompt remittance in the amount of $47,882.92 is requested. 





vale 

















STORAGE AND PROCESSING ACTIVITIES OF CCC 455 


In the event the above amount is not received on or before 1 May 1952 this 
office will be required to submit the account to higher authority in order that 
ction may be taken for recovery of the indebtedness. 

\ franked envelope requiring no postage is inclosed for your convenience. 

Very truly yours, 
W. R. Goopatt, Jr.. 
Chief, Real Estate Division 
(For the division engineer ) 

Senator Tuyr. Mr. Chairman, does this first letter indicate spe- 
cifically what the Midwest Co. must do in order to place the buildings 
n the same condition they were in at the time the contracts were 
el tered into W ith Midwest as well as the Harris Co. ¢ 

Mr. COTTER. Yes: they are both involved. 

Senator Tuyr. They are both involved. And what is the content 
of the letter? Does it state what Midwest and Harris must do in 
order to return the buildings fo the condition they were in at the time 
they entered into the contract / 

Mr COTTER. ‘| hey estimated the Cost Te put them bine k mn the condi 
tion they were in when they got them. I think the Harris claim 
iround 824,000, 

Senator Tuyr. Mr. Easley, just what is it that is required of you 
two companies in order to put those buildings back in condition / 

Unfortunately, Mr. Chairman, I have not been able to be present a 
ll the hearing this morning because of a previous commitment, 

The CHamMan. Yes. 

Senator Tuyr. What is it that you are asked to do? 

Mr. Eastry. Well. senator, we commenced to do the rehabilitation 
work and the Army sort of supervised—— 

Senator Tuyr. Are you asked to take out some of the reinforcement 
that you have put in the buildings ¢ 

Mr. I ASLI cs We h ive ilready done all that. They Nh isted. They 
said they didn’t want it and so we took all of that out. 

We repaired floors, we put back windows. Of course, the Army 
came along then and they took the buildings, each building, senator, 
and they would designate how many screens were gone off of it, and 
steps were down, and doors gone. Of course, many of them—you see, 
the buildings have been st unding there since L940 and some of them 
were pretty badly battered when we went into them. So we do not 
feel that we should be required to bring them up into new condition. 
hat is the contention. 

Now they have a report that thick [indicating] and they have taken 
each building and shown what they want us to do down to the nails. 
They have pictures and everything. 

Much of the damage to the buildings we didn’t do and we didn’t 
lirty up the yards and that sort of thing, and they billed us the total 
of $59,000, and of that 20 percent is called contingencies. 

So we had our contractor come in then, and he took the Army report, 
ind he took it nail for nail and board for board just as the Army did, 
ind then he arrived at a figure. 

Senator Tuyrr. What was his figure ? 

Mr. Eastey. His figure was between 18 and 19 thousand. 

Senator Tuyr. Was he willing to assume the contract at that figure? 

Mr. EASLEY. Yes: and he agreed to put upa performance bond. 

The Cuarrman. A performance bond ¢ 
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Mr. Eastey. And we have submitted that to the Department of the 
Army at Omaha in conference, and that is where we are now. And 
he agreed that they could supervise his men on the job and he would 
do the work. 

Senator Tuyr. That is the question I was seeking, Mr. Chairman. 

The Cuatrman. It is a little demonstration, though, of how much 
it costs in some cases for the Army to do things in contrast to private 
enterprise. It is a good example. 

Senator Munpr. Do I understand that the Army at the time they 
make these leases do not require the private citizens to put up any 
kind of bond at all to protect and restore the buildings ¢ 

Mr. Eastry. The only thing we were required to do, Senator, the 
buildings, of course, were considered surplus property and they had 
been seilling them from 300 to 500 dollars, you see. They asked us 
to put an insurance policy up of $300 6n each of the buildings, and 
that was all. 

Senator Munpr. For fire? 

Mr. Eastey. Fire and hail, windstorm and so forth. 

Senator Anperson. As a matter of fact, the Army did not own 
the buildings at that time, did they ¢ 

Mr. Eastey. No; Missouri University owned the buildings. 

Senator Anperson. The Army had given them up? 

Mr. Eastry. The Army had given them up and it had been deeded 
to the university, and then they failed to come in and take possession 
of it, and that was the status when we went into Camp Crowder. 

The Cuarrman. Are there any further questions ? 

Thank you very much, Mr. Easley. 

Mr. Eastry. Thank you. 

The Cuatrman. Mr. Myers. 

Mr. Myers. I have been sworn. 

The Cuatrrman. You have been sworn ¢ 


Mr. Myers. That is right. 


TESTIMONY OF ARDEIS H. MYERS, PRESIDENT, MIDWEST STORAGE 
& REALTY CO., KANSAS CITY, MO. 


The CuatrmMan. Mr. Myers, will you give your name in full for the 
record, please ¢ 

Mr. Myers. Ardeis H. Myers. 

The Cuatrrman. Where do you live? 

Mr. Myers. Kansas City, Mo. 

The Cuarrman. Mr. Cotter, will you proceed with the examination ? 

Mr. Myers. Mr. Chairman. I would like here to give you this as 
part of my statement [indicating], the way I look on this Midwest 
Storage operation, and I would like for the other Senators to have it. 

The Cuarrman. Do you desire to read the statement for the record ¢ 

Mr. Myers. Not particularly. 

The Cuarrman. I wish you would. I do not know what is in it. 

Mr. Myers. Statement of A. H. Myers, 1307 Waldheim Building, 
Kansas City, Mo., concerning Midwest Storage operation. 

The Midwest Storage operation at Camp Crowder was like many 
of such leases from War Assets Administration. Such leases were 
invited by the Government from any who were interested. The Mid- 
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west Storage Co. obtained such a lease and our performance was in 
compliance with the contract and our profits were not excessive. 

Senator Kem. Mr. Myers, do you wish to finish your statement with- 
out questioning or would you mind an interruption? I would like to 
ask a question about a sentence there. 

Mr. Myers. Well, Senator, I would rather finish it, but I will bow 
to your wishes, 

Senator Kem. The first sentence of your prepared statement is this: 
“The Midwest Storage operation at Camp Crowder was like many 
of such leases from War Assets Administration.” 

My question to vou is: Do you know of any other so-called lease 
executed by War Assets which was not a firm lease but merely an 
option in the lessee / 

Mr. Myers. Harris Grain Co. had a lease or an option. I don’t 
know just what. 

Senator Kem. It was a lease. We have that here. That was a firm 
lease in which Harris Grain agreed to pay rent at a specific rental 
from a definite period. But the paper you obtained gave you an 
option to tie the property up for 1 year and to renew your option for 
an additional year and to pay rent only from the time you began to 
use it, except a dollar a building. 

Mr. Myers. Well, I-—— 

Senator Kem. Do you know of any other lessee or party that 
obtained that consideration from War Assets / 

Mr. Myers. I am speaking from the record that we did consummate 
the leases and we did pay rental. 

Senator Kem. Your statement is it is like any other leases. My 
question to vou is: Do you know of any other lease that was executed, 
of this kind? 

Mr. Myers. Would you permit me to finish my statement / 

Senator Kem. Yes. You could answer that question, though. Do 
you know of any other of this kind ? 

Mr. Myers. We have performed our obligation. We finished our 
leases. 

Senator Kem. Do you know of any other option granted by War 
Assets / 

Mr. Myers. I know there was a great many of them rented prop- 
erty or handled property from the War Assets. 

Senator Kem. Do you know of any that got an option / 

Mr. Myers. I don’t know about an option, but our option resulted 
in a lease. 

Senator Kem. That is right. But it would not necessarily be so. 
You could have sat tight on your option for 2 years and never paid 
a dime except a dollar a building. 

The CHamman. Mr. Myers, is it not true that under the lease vou 
would have to insure all of those buildings and pay premiums 

Mr. Myers. We did. 

The CuarMan. And you were required to incur other expense ? 

Mr. Myers. Yes. 

The CHatrman. You intended to use them for the purpose, for 
which you obtained them did you not? 

Mr. Myers. Yes: we did. 

Senator Kem. You did not have to insure them before you took 


/ 


possession of them 
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Mr. Myers. That is a matter of record. We did insure them. 

Senator Kem. When did you insure them ? 

Mr. Myers. That is a matter of record. 

Senator Kem. Have you any reason to think you insured them 
before you took possession of them ¢ 

Mr. Myers. We will have to check the record. 

The Cuarrman. I think the lease so states, Senator, upon taking 
possession, upon execution of the lease. 

Senator Kem. What I want to know is whether an insurance was 
in fact effected before possession was taken of the building. 

Mr. Myers. We will just have to check the records, Senator. 

Senator Kem. Yes. 

The Cuarmman. Will you proceed, Mr. Myers. 

First, I would like to have placed in the record at this point those 
two provisions with respect to the payment of insurance or obligation 
to msure. 

Exutstr No. 28 


COMMERCIAL LEASE 
W. A. A. LEASE NO. RP—24-1349 


This Lease made and entered into this 15th day of September 1949, by and 
between the United States of America, acting by and through the General 
Services Administrator, under and pursuant to the powers and authority con- 
tained in the provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, 8ist Congress) and the Surplus Property Act of 
1944 (58 Stat. 765) as amended, and Regulations and Orders promulgated there- 
under (hereinafter referred to as Lessor) and Midwest Storage and Realty, Ine., 
a Missouri Corporation (hereinafter referred to as Lessee). 


WITNESSETH 


WuFkErReE,As, the leased premises as hereinafter described, have been declared 
surplus property of the government of the United States, pursuant to the pro- 
visions of the Surplus Property Act of 1944, as amended, and War Assets 
Administration Regulation No. 1, as amended; and 

WHEREAS, the leased premises, as hereinafter described are included in types 
of surplus property which have been assigned to this Administration for 
disposal 

NOW, THEREFORE : 

One: Lessor hereby leases to Lessee and Lessee hereby leases from Lessor 
the following described real estate and premises for the storage of corn, to wit: 

The use of the necessary railroad spur tracks from the main line of the 
Kansas City Southern Railroad Company for the loading and unloading of 
railroad cars and the use of the necessary roads for trucking corn from and 
to railroad cars and the following numbered buildings: 














STORAGE 


Building No. 





DS44 


hereinafter referred ti 


To HAVE AND TO HOLD 
dav of Septet ber 1940 
dates inclusive 

Two: The Lessee sha 
per building upon exect 


square foot of 
before listed, except buildings T1900 a 
On building E1000 the 


useable 


purpose of storing com 


floor space shall be four 
: and on building 


x cupancy 


AND 


Vs 
Sil 
and 
par 
tion 


floor 


; 
een 


the 


T1OO) the 


PROCESSING 


Usable square 
footage for 
storage of 





ACTIVITIES 


OF 


Building No. 


corn 

41, 931 P2104 

13, 220 T2195 

3, 168 P2106 
mi) 2197 

1, 760 219% 
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agent as Lessor may designate from time to time three (3) days notice of its 
intention to occupy any of the leased buildings so that a record may be kept by 
the Lessor as to the dates upon which the various buildings were occupied and 
upon which the square footage rental as hereinbefore set forth commenced. 
Remittances for said rent shall be made payable to the Treasurer of the United 
States and forwarded by Lessee to General Services Administration, War Assets, 
Office of Real Property Disposal, Region VIII, 95th and Troost Avenue, Post 
Office Box 1087, Kansas City, Missouri, as indicated in paragraph 7 below. 

(1) That the use and occupation of the premises leased hereby shall be subject 
to the general supervision and approval of Lessor, and to such rules and regula- 
tions as may be prescribed by Lessor from time to time. 

(2) Lessee shall provide all necessary utility services required for its opera- 
tions, 

(3) That Lessee shall neither transfer nor assign this lease or any property 
on the demised premises, nor sublet the demised premises or any part thereof 
or any property thereon, nor grant any interest, privileges, or license whatsoever 
in connection with this lease without permission in writing from Lessor. 

(4) That if Lessee shall fail or neglect to remove its property or restore the 
leased premises within the time above provided, then Lessor may cause such 
property to be removed and the leased premises to be so restored, and the cost 
of such removal and restoration shall be paid by Lessee to Lessor on demand, 
and no claims for damages against Lessor, their officers, agents, contractors, 
or employees shall be created or made on account of such removal and restoration. 

(5) Ingress to and egress from the building shall be provided. It is under 
stood, however, that the authorized watchman employed by War Assets, General! 
Services Administration, be provided with a key so that entrance may be gained 
to the premises only if and when necessary 

(6) It is understood and agreed that Lessee will use the buildings herein 
described only for the purpose of storing corn in accordance with regulations 
and specifications of the United States Department of Agriculture. 

(7) All rental payments shall be made by certified check or postal money 
order payable to the order of the Treasurer of the United States, accompanied 
by an appropriate statement of explanation and addressed to the Collection 
Office, Real Property Disposal, General Services Administration, War Assets, 
Regional Office, 95th Street and Troost Avenue, Kansas City, Missouri. 

(S) Lessor by a five (5) day notice in writing may terminate this lease in 
the event, (a) a receiver or trustee is appointed for Lessee or its property, or 
Lessee makes an assignment for the benefit of creditors, or Lessee becomes 
insolvent, or a petition is filed by or against Lessee pursuant to any of the 
provisions of the United States Bankruptcy Act, as amended, for the purpose 
of adjudicating Lessee a bankrupt, or for the reorganization of Lessee, or for 
the purpose of effecting a composition or rearrangement with Lessee’s creditors, 
and any such petition filed against Lessee is not dismissed within sixty (60) 
days: or (b) of any violation of any of the terms, conditions or covenants of 
this lease and the failure of Lessee to cure such violation within ten (10) days 
from the giving of a written notice thereof by Lessor to Lessee. Upon the 
expiration or terminatiin of this lease, Lessor shall have the right to invoke 
any remedy permitted by law or in equity for the protection of its interest 
hereunder and Lessee hereby expressly waives all rights which it may have to 
redeem or to be served with any further notice of Lessor’s intention to cancel 
or terminate this lease other than as herein provided. In the event that this 
lease is terminated by reason of the violation by Lessee of any of its terms, 
conditions or covenants, Lessor shall have the right to sue for and recover all 
rents and damages accrued or accruing under this lease or arising out of any 
violation thereof. If default be made in the payment of the above rent, or any 
part thereof, or in any of the covenants herein contained to be kept by Lessee, 
Lessor may at any time, at its election, upon ten (10) days written notice to 
Lessee, demand possession of and re-enter said premises, or any part thereof, 
with or without process of law, and remove Lessee or any persons occupying 
the same, without releasing Lessee from its obligation to pay rent and all other 
sums as the same become due and payable until the expiration of the term of 
this lease. Provided such ten (10) days notice shall have been given as provided 
in the next nreceding sentence, nothing contained in this paragraph shall limit 
the right of Lessor to any of the remedies that would otherwise be available 
to Lessor under the Landlord and Tenant Act of the State of Missouri. 

(9) Lessee shall maintain the leased property in condition satisfactory to the 
General Services Administration, War Assets, and upon the termination of/or 
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eancellation of this lease shall return such premises in as good condition as 
received, ordinary wear and tear excepted. 

(10) Lessee shall have the right to remove upon the termination or cancella- 
tion of this lease all machinery, equipment, etc., that Lessee has installed or 
placed upon the subject property for use in storage of corn, and Lessee shall 
repair any damage incurred by reason of such removal or by reason of its occu- 
pancy. In the event Lessee fails to so remove its property or repair any damage 
to the premises, the right is reserved to the General Services Administration, War 
Assets, to so remove and store such property at its own risk and expense, and 
to make such repairs as it deems necessary, the cost therefor, to be paid by 
Lessee, 

(11) Lessee shall indemnify and save harmless the General Services Admin 
istration, War Assets, from any and all claims for loss or damage or injury to 
persons or property caused by Lessee’s use and occupancy of said premises o1 
by the exercise of the privileges herein granted by this lease 

(12) Lessee further agrees that during the term of this lease it will procure 
and maintain at its cost public liability insurance and property damage insurance 
in such amounts and with such companies as Lessor shall approve or require 
The policies evidencing such insurance shall name Lessor as an assured and 
shall be delivered to Lessor 

(13) During the term of this lease Lessee shall procure and maintain at its 
cost insurance on the leased premises against fire, windstorm and such other 
hazards in such companies and in such amounts as shall be satisfactory to or 
reasonably required b Lessor The policies evidencing such insurance shall 
be made payable to the Treasurer of the United States for the account of ail 
interests and delivered to Lessor. In the event of partial loss payable under 
any of the policies, the proceeds shall be applied by Lessor to the repair, restora 
tion or replacement of the property so damaged or destroyed : Provided, however 
That in the event it is determined that the cost of repair, restoration or replace 
ment will exceed the amount of the insurance proceeds, Lessor may elect whether 
or not to apply such proceeds as aforesaid. Any property acquired in replace 
ment of the property damaged or destroyed shall be the property of Lessor and 
shall thereupon be subject to all of the terms and provisions of this lease. In 
the event Lessor determines that the cost of repairs, restoration or replacement 
of a partial loss will exceed the amount of insurance proceeds or the leased 
premises are so damaged or destroyed as to render said premises totally unusable 
by Lessee, and the Lessor does not elect to apply the insurance proceeds to the 
repair, restoration or replacement thereof, as above set forth, Lessor will so 
advise the Lessee in writing, and this lease may thereafter be terminated by 
either party upon ten (10) days written notice to the other party 

(14) In the event of cancellation of any of the insurance required herein, 
the return premium, if any, shall be payable by Lessor to Lessee, who orig 
inally paid said premium; Provided, however, that it shall only be so payable 
if Lessee is not at fault under the terms of this lease agreement at the time 
of cancellation, and further, that Lessee is not in default as to payment of 
rents or insurance premiums, or as to any other terms of this lease 

(15) It is understood and agreed that during the term of this lease the Gov- 
ernment will not be held liable for damage or loss to the premises resulting 
from fire or other hazard unless the same is caused by the acts or omissions of 
the Government, its agents or employees 

(16) Lessee warrants that it has not employed any person to solicit or secure 
this lease upon any agreement for a commission, percentage, brokerage, or con- 
tingent fee, 

(17) No member of or delegate to Congress or resident Commissioner shall 
be admitted to any share or part of this lease or to any benefit that may arise 
therefrom, but this provision shall not be construed to apply to this lease if 
made with a Corporation for its general benefit 

(18) The Lessee by signing this instrument signifies that it understands and 
agrees that the property covered by this instrument has been conveyed to the 
Board of Curators of the University of the State of Missouri, and that said 
Board of Curators of the University of the State of Missouri must consent to 
this lease, and that the Lessee shall hold the Government harmless for any 
loss that it may sustain by being required to vacate the premises by the Board 
of Curators of the University of the State of Missouri, and that the lease is 
executed subject to all of the right, title and interest that the Board of Curators 
of the University of the State of Missouri acquired by reason of the Quitclaim 
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Deed executed by the United States of America to the Board of Curators of 
the University of the State of Missouri on the 28th day of December 1948. 

(19) Lessee is hereby given the option to renew this lease for an additional 
period of one (1) year by giving thirty (30) days notice in writing to Lessor 
prior to the expiration of this lease of Lessee’s intention to renew this lease for 
another year, provided that the premises leased are surplus property at the 
expiration of the original term of this lease and are or will be available by 
Lessor for lease for the ensuing year. 

IN WITNESS WHEREOF, the parties hereto have executed this lease as of the 
day and year first above written. 


UNITED STATES OF AMERICA. 
By ADMINISTRATOR OF GENERAL SERVICES. 
By LiquipaTor oF WAR ASSETS. 
Witnesses : 
W. B. SMIrH, 
THomas E, Joyce 
By Quirk J. Bernard 
QuirK J. BERNARD, 
Regional Director, Region VIII, 
Kansas City, Mo. 
MIDWEST STORAGE AND REeatty, INc., 
By A. H. Myers, President 


Attest: 
D. M. M. Neg, Secretary. 





SpecrAL MEETING OF THE Boarp OF Drrectors oF MIpwest STORAGE AND REALTY, 
INC. 


Pursuant to a call of President A. H. Myers, a special meeting of the Board 
of Directors of the Midwest Storage and Realty, Inc., was held at the office of the 
Corporation, 1307 Waldheim Building, Kansas City, Missouri, at 2:00 p. m., 
Thursday, September 15, 1949, all of said directors being present and waiving the 
provisions of the bylaws relative to the calling of a special meeting. 

The President stated that one of the purposes of the meeting was to consider 
negotiating a lease with the General Services Administration, War Assets, for the 
leasing of 113 buildings located at Camp Crowder, Newton County, Missouri, for 
the purpose of storage of grain and other commodities upon the following terms 
and conditions: 

Lessee shall pay to the Lessor as rent the sum of One Dollar ($1.00) per build 
ing upon execution of the lease plus two cents (2¢) per annum per square foot 
of useable floor space from the date the various buildings, except buildings 
T1900 and T1905, are occupied by Lessee for the purpose of storing corn. On 
building T1900 the rent per square foot of useable tloor space shall be four cents 
(4¢) per annum per square foot from the date of occupancy; and on building 
T1905 the rent per square foot of useable floor space shall be five cents (5¢) per 
annum per square foot from the date of occupancy. The rent per square foot of 
usable floor space shall be payable quarterly on December 15, 1949, March 15, 1950, 
June 15, 1950, and September 15, 1950. Before occupying any or all of the various 
buildings, Lessee shall give to Lessor’s Project Manager at Camp Crowder, Mis- 
souri, or such other agent as Lessor may designate from time to time three (3) 
days’ notice of its intention to occupy any of the leased buildings so that a record 
may be kept by Lessor as to the dates upon which the various buildings were 
occupied and upon which the square footage rental commenced. 

Upon a discussion by the members of the Board, a resolution was adopted 
authorizing the President and the Secretary to execute the lease submitted to 
the Corporation by the General Services Administration, War Assets, by and on 
behalf of the Corporation for a term of one year with a privilege of renewal 
upon thirty (30) days’ notice prior to the expiration date of said lease. Said 
resolution, upon a vote, Was unanimously carried. 

No other business coming before the Board, upon motion made, seconded and 
unanimously carried, the meeting was adjourned. 

A. H. Myers, President. 

Attest: 

D. M. M. Neg, Secretary 
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PROPERTY COVERED BY AGREEMENT 


Building Nos: T1900, T1905, T2101, T2105, T2164, T2194, T2195, T2196, T2197, 
2198, T2131, T2132, T2129, T2128, T2127, T2126, T2125, T2124, T2123, T2109, 
T2110, T2118, 2111, 2112, 2113, 2114, 2115, 2116, 2117, T2132, T2143, T2142, 
T2141, T2140, T2139, T2138, T2137, T2136, T2135, T2134, T2148, T2149, T2102, 
T2108, T2120, T2121, T2107, T2106, T2150, T2151, T2152, T2158, T2154, T2155, 
T2156, T2157, T2158, T2159, T2160, T2161, T2146, T2147, T2145, T2144, Ts75, 
TS61, TS60, TS74, TS59, TS73, TS58, TST2, SS57, TS71, TS856, TS70, T855, TS69, 
TS54, TS68, TS53, TS67, TS52, TS66, TS51, TS37, TS38, TS39, TS40, TS41, Ts42, 
TS43, TS44, TS45, TS46, TS47, TS48, TS62, TS76, TSO1, TSO03, HSS5, TSO5, TSO6, 
rso7. TS65, T1000, T1001, T1002, T3876, T3875, T3899, T2320. 


AMOUNT OF FIXED RENT 


The Lessee shall pay to the Lessor as rent the sum of One Dollar ($1.00) per 
foot of useable floor space from the date the various buildings hereinbefore 
listed, except buildings T1900 and T1905, are occupied by Lessee for the purpose 

storing corn. On building T1900 the rent per square foot of useable floor 
space shall be four cents (4¢) per annum per square foot from the date of occu- 
pancy; and on building T1005 the rent per square foot of useable floor space 
shall be five cents (5¢) per annum per square foot from the date of occupancy. 
Said rent per square foot of useable floor space shall be payable quarterly on 
December 15, 1949, March 15, 1950, June 15, 1950 and September 15, 1950. Se 
fore occupying any or all of the various buildings, hereinbefore described, Lessee 
shall give to Lessor’s Project Manager at Camp Crowder, Missouri, or such other 
agent as Lessor may designate from time to time three (3) days’ notice of its 
intention to occupy any of the leased buildings so that a record may be kept by 
the Lessor as to the dates upon which the various buildings were occupied and 


upon which the square footage rental as hereinbefore set forth commenced. 


building upon execution ¢ this lease plus two cents (2¢) per annum per square 





Senator Kem. Let’s put the entire lease in the record. 

The Cuatrman. I think it is in, is it not? 

Mr. Correr. Yes. 

Senator Kem. The entire lease is in? 

The Cuatrman. Yes. This is in connection with tais point. 

Senator Kem. That would include the insurance provisions. 

The Cuatrrman. Proceed, Mr. Myers. 

Mr. Myers. I am proud of our work. What money may have been 
made was not more than other grain men working under similar con- 
ditions would and should have received considering the investment, 
the hazards, and the details involved. We have not yet completed our 
task, and it now seems very probable that our original investment will 
be wiped out. 

We received, stored, and delivered 2,040,000 bushels of corn with a 
shrinkage of less than 1 percent. I believe that any competent grain 
man will Say that this was a satisfactory job. Also, we delivered 
the corn.in as good or better condition than when we received it, 
except for a few cars damaged through a leaky gutter, for which we 
paid the Government. 

I can say without fear of contradiction that the Government got 
value received, and we performed a patriotic task in storing grain 
at a time when it was badly needed. 

Furthermore, I have been engaged in the general grain brokerage 
business for years and am a member of both the Kansas City Board 
of Trade and the Chicago Board of Trade, and I believe that I am 
competent to state whether or not a grain storage operation, such as 
the Midwest Storage at Camp Crowder, was competent and satisfac- 
tory to both the operators and to the Government. 

The Cuatrman,. Off the record. 
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(Discussion off the record.) 

The Cuarmman. All right, Senator Kem, proceed, sir. 

Senator Kem. I am interested in the sentence in your prepared 
statement, Mr. Myers, that you believe it is probable that your original 
investment dg be wiped out. What do you mean by that? 

Mr. Myers. I mean that we have only about twenty-two or twenty- 
three thousand dollars cash, and that is our entire assets. We have a 
claim to settle with the Army on the buildings. 

Senator Kem. You have gotten back your original investment long 
ago, haven’t you ¢ 

Mr. Myers. No; we just received salaries. 

Senator Kem. Well, you got $86,000 in salaries and bonuses, did 
you not? 

Mr. Myers. I received sixteen or nineteen thousand dollars in salary. 

Senator Kem. What was your original investment ? 

Mr. Myers. Five thousand dollars. 

Senator Kem. By what process of reasoning are you telling the 
committee you are afraid your original investment will be wiped out ¢ 

Mr. Myers. We still have our capital, $20,000, since we purchased 
Mr. Edwards’ stock, and that is our capital. If you draw a salary 
out of your business you don’t 

Senator Kem. When you say your original investment would be 
wiped out, do you anticipate there will be a course of events that you 
will be required to pay back the $18,949.92 that you paid in here? 
Do you want the committee to understand that? 

Mr. Myers. No, I don’t want to take that view at this particular 
time. 

Senator Kem. What do you mean when you say it is probable or 
very probable that your original investment will be wiped out ? 

Mr. Myers. Well, we have offered to settle with the Army for 
$18,000. 

The Cuarrman. You mean your capital stock, do you not? 

Mr. Myers. Yes. 

The Cuarrman. The $5,000 which you had in mind. 

Senator Kem. If you put that through, then you would still have 
your $86,000 you have drawn out, would you not 

Mr. Myers. We would have our salaries; ves, sir. 

Senator Ki M. So your original investment wouldn't be wiped out, 
would it? 

Mr. Myers. You wouldn’t count your salary as withdrawing your 
capital, would you, Senator? 

Senator Kem. I would count those bonuses you received as with- 
drawing your salary. 

Let us talk a little bit about salaries. You have received $18,000 or 
nearly $19,000 in 20 months, and the evidence is you devoted about 10 
percent of your time; is that correct? Is that a fair estimate? 

Mr. Myers. No; it is not. Since we have started on this operation 
it has been almost a 24-hour job with me. 

Senator Kem. You heard Mr. Easley testify that he would estimate 
you devoted 10 percent of your time, didn’t you? 

Mr. Myers. Yes: I did, but I was the one that put in the time. 

Senator Kem. And you are not in accord with Mr. Easley’s figure 
on that, then ¢ 
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Mr. Myers. No, sir. A great deal of the responsibility rested with 
me because I was the Mr. President. 

Senator Kem. Now, do you want the committee to understand that 
you devoted 24 hours a day to this transaction since its inception or 
practically you mean a large part? 

Mr. Myers. Certainly, a large part. 

Senator Kem. Of each day ¢ 

Mr. MYERs. Each day. 

Senator Kem. Since the inception of the transaction / 

Mr. Myers. Yes, sir. In fact, between it and the newspaper com- 
ments it really required a great deal of my time. 

Senator Kem. How do you mean? Do you mean the reading of 
the newspapers / 

Mr. Myers. About the Camp Crowder Mid West Storage & Realty 
('o. 

Senator Kem. Did you read many papers on that subject ¢ 

Mr. Myers. Well, quite a few come to my attention. We subscribe 
to the Wall Street Jour! al and other papers. 

Senator Ky u. What part of the lay would you say Was occupied 
with newspaper duties / 

Mr. Myers. | would just Various times. lt depends on the leneth 
of the article. 

Senator Ky M. Were you present at the time the original so-called 
lease was executed with War Assets? 

Mr. Myers. I don’t know whether our corporation had been formed 


completely at the time or not. li is a matter of record on the date. 
The Cuairman. He is a little hard of hearing, Senator. 


Senator Kem. Were vou present at that time? That is what I 
want. 

Mr. Myers. I didn’t understand. 

Senator Kem. Were you present at the time the lease was executed 
by War Assets with Mid West? 

Mr. Myers. Yes. I signed the lease. 

Senator Kem. And you took part in the negotiations that led up 
to the execution of the lease / 

Mr. Myers. Yes, sir. 

Senator Kem. And you knew that the lease was being executed on 
behalf of War Assets by Quirk J. Bernard ? 

Mr. Myers. I didn’t know who was signing the leases until after 
they were signed. They were agreed on on the terms and conditions 
of the leases and written by their attorneys. 

Senator Kem. You read the Kansas City Star, do you not? 

Mr. Myers. Well. I didn’t used to read it a great deal, but I am 
following it very closely lately. 

Senator Kem. Were you reading it in April 1949? 

Mr. My ers. I was a subscriber to it. 

Senator Kem. Did you know at that time that it was announced 
that (Juirk J. Bernard had resigned as head of the War Assets ollice 
in Kansas City ? 

Mr. Myers. No, sir. 

Senator Kem. You didn’t know that? 

Mr. Myers. No, sir. 

Senator Kem. When did you first meet Quirk J. Bernard? 
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Mr. Myers. In his office at the War Assets. 

Senator Kem. When? 

Mr. Myers. Some time in August or September when—— 

Senator Kem. Was that before or after you wrote the letter to him 
that has been offered in evidence? 

Mr. Myers. That was after—I met him before I wrote that letter. 

Senator Kem. You did? 

Mr. Myers. Yes. 

Senator Kem. How long before? 

Mr. Myers. I wouldn’t know exactly. We were out there to talk 
over the terms of the lease. 

Senator Kem. With him? 

Mr. Myers. No. We were talking to Mr. Turney and a Mr. Smith 
and a Mr. Joyce, and after our conference Mr. Turney asked us to 
come in to Mr. Bernard’s office and meet him. 

Senator Kem. After your conference / 

Mr. Myers. Yes. 

Senator Kem. And that was in August ? 

Mr. Myers. The first time we were out to the War Assets. 

Senator Kem. In August / 

Mr. Myers. Whatever date it was. It is a matter of record. I don't 
recall. 

Senator Kem. Then you wrote him the letter that has been offered 
in evidence ¢ 

Mr. Myers. Yes. 

Senator Kem. And you then had later conversations with him? 

Mr. Myers. All our conversations after that pertaining to the lease 
were with Mr. Bernard or Mr. Turney. 

Senator Anperson. Excuse me. What letter has been offered in 
evidence between Mr. Myers and Mr. Bernard ? 

Senator Kem. A letter written by Mr. Myers to War Assets. 

The Cuatrrman. To Mr. Cowan. 

Mr. Correr. Mr. Cowan. 

Senator Kem. That is the one I am talking about. 

Senator Anperson. Cowan is the Department of Agriculture. I 
know of no letter to War Assets. 

Mr. Myers. I wasn’t sure about the letter. I thought I would get 
to see it. 

Senator Kem. I am glad you corrected that. 

The Cuarrman. Mr. Cowan. 

Senator Kem. You were in conversation with Bernard at the time 
you wrote the letter to Mr. Cowan ? 

Mr. Myers. Mr. Bernard was not—we were in contact with Mr. 
Turney. 

Senator Kem. Who is Mr. Turney? 

Mr. Myers. He was one of the representatives of War Assets. 

Senator Kem. You said you were talking to Mr. Bernard at that 
time, though, were you not ? 

Mr. Myers. Yes, we were asked to come in his office and meet Mr. 
Bernard. 

Senator Kem. Did you meet William B. Smith, acting deputy 
regional director, Office of Real Property Disposal, GSA, War A ssets ? 

Mr. Myers. Yes. 
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Senator Kem. You met him? 

Mr. Myers. Yes. 

Senator Kem. Did you have some talk with him / 

Mr. Myers. Yes, sir. 

Senator Kem. Did vou consult with him about this lease ? 

Mr. Myers. Yes, sir. 

Senator Kem. Did you know that Mr. Smith told L. S. Vandover, 
investigator, GSA, “insofar as he knew while acting in charge of 
Real Property that he no an member of his staff was not consulted 
or had any part in negotiating the original lease, and the first he knew 
about it was when he was called into Mr. Bernard’s office to witness 
the signing of the lease” / 

Mr. My ERS. We were 1h Mr. Turney’s oftice or Mr. Smith’s office 
I don’t recall which it was—to discuss the lease in detail. 

Senator Kem. He says the first he knew about it was when he was 
called into Mr. Bernard’s office to witness the stening of the lease 
Are you not in accord with that statement / 

Mr. Myers. No. We talked I am sure that is the Mr. Smith I 
talked to. There is no other Mr. Smith there, is there ¢ 

senator Kem. Have you seen the letter that Mr. Smith wrote to 
Mr. Kendall—that is. that Mr. Vandover wrote to Mr. Kendall of the 
committee sta fl regarding that / 

Mr. Myers. No. 

Senator Ky M. That letter contains this statement: 

I definitely received the impression when I interviewed Smith that he had told 
me the truth in this matter 

Mr. Myers. I never saw the letter you have, Mr. Kem. 

Senator Kem. And your testimony is contrary to that ? 

Mr. Myers. Yes. I discussed the lease with Mr. Turney and Mr. 
Smith. _ lam sure that was the Mr. Smith who was present. 

Senator ANpErson. Do you have any statement in the record from 
Mr. Smith he did not discuss it? 

The CHairman. None except the letter from which Senator Kem is 
quoting, 

Senator Anprerson. Do you have a letter from Smith? 

Senator Keon. There ts a letter from Vandover, the investigator. re 
porting his conversation with Smith. That is all I have. We can 
get that, I guess. That is the letter to Mr. Kendall. 

senator ANDI RSON. | ai informed both Mr. Smith and Mr. Turney 
are dead. Is that right? 

Senator Kem. That is right. 

Senator ANperson. I see. 

Senator Kem. Do you know James L. Hornbostel? 

Mr. Myers. No, sir. 

Senator Kem. Did you meet him when you were negotiating this 
lease ? 

Mr. Myers. Not to my recollection. 

Senator Kem. Do you know about the report that Mr. Hornboste] 
made after examining the lease that had been executed by War Assets? 

Mr. Myers. No, sir. 

Senator Kem. Pardon me? 

Mr. Myers. No, sir. 

Senator Kem. You know nothing about that? 

Mr. Myers. No, sir. 
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Senator Kem. You never heard about that? 

Mr. Myers. No, sir. 

Senator Kem. When you examined this lease, the so-called lease of 
September 15, 1949, was your interest attracted by the fact that 
although it was called a lease, that it was in effect an option ? 

Mr. Myers. Well, I considered it a lease, because the reason we 
asked for it to be in an option was to complete our negotiations with 
Commodity Credit. We didn’t need the buildings unless we com- 
pleted our negotiations with Commodity Credit. 

Senator Kem. I see. So you took no risk in the matter. The whole 
deal was one. When you executed the lease with War Assets you had 
no intention of going on with it unless you got a contract with Com- 
modity Credit; is that right ? 

Mr. Myers. That is definitely right. 

Senator Kea. Both were tied into one? 

Mr. Myers. Yes, sir. 

Senator Kem. And you were just acting as middleman between 
War Assets and Commodity Credit ? 

Mr. Myers. No: we were acting as storage grainmen. 

Senator Kem. But you were acting as a conduit there between the 
two? 

Mr. Myers. Well, I guess you could call it that. 

Senator Kem. Well now, I believe you said you know of other leases 
executed by War Assets along that line. 

Mr. Myers. Senator Kem, there was a great many leases from the 
War Assets. In detail we didn’t see them or examine them. But we 
do know, and you know, that a great many of the buildings were leased 
for grain storage and other purposes. 

Senator Kem. Yes. Well my question is to you—you are active in 
the brokerage business, grain brokerage business in Kansas City, have 
many friends in that line. Do you “know any other company that 
obtained a paper that was in effect an option ? 

Mr. Myers. I know of several companies that had buildings leased 
and worked on arrangements with them. In detail I don’t know, but 
the final results, the net results were the same. 

Senator Kem. Yes. But do you know anybody that obtained : 
option? If you do, tell us; if you don’t, why, say you don't. 

Mr. Myers. The War Assets never opened their files to us. They 
seemed apparently quite agreeable to enter this agreement. 

The CHatrman. You don’t know that? 

Senator Kem. We can get along faster, Mr. Myers, if you just an- 
swer questions. Do you know any other company that obtained an 
option ¢ 

Mr. Myrrs. Not an option particularly. 

Senator Kem. Now at the time you executed your contract wit 
War Assets did you know of the previous contract made with the 
Harris Grain Co. ? 

Mr. Myers. Only hearsay. 

Senator Kem. Did you know what Harris Grain Co. was paying for 
the usable space ? 

Mr. Myers. Only what Mr. Harris told us. 

Senator Kem. What did he tell you? 

Mr. Myers. Told us, was paying 5 cents a square foot and building 
on the main siding adjacent to the track. 
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Senator Kem. And you thought the difference in the building vou 
obtained and the building Harris Grain Co. obtained justified a dif- 
ference of rental of 2 cents compared with 5 cents; is that correct? 

Mr. Myers. Yes, I did, because the distance of those buildings was 
several hundred feet to approximately 3 or 314 miles. 

Senator Kem. Now you have heard Mr. Easley’s testimony in regard 
to the organization of Midw est Storage & Realty ( ‘orp.. have vou not é 

Mr. Myers. Yes, sir. ‘ 

Senator Kem. Was his statement correct about that ? 

Mr. Myers. Well, I was out of the room part of the time. As far as 
| KnoOW, 

Senator Kem. Well, he stated that on October 18, 1949, $5,000 capi 
tal stock was paid in by each of the following: Ardeis H. Myers, 
Harry Easley, Dan N. Nee, John Stark, and Paul B. Edwards; is that 
correct ¢ 

\ir. Myers. That 1s 1 wit. 

senatol KK u. So that for more than a month after the lease from 
the War Assets Was executed the company had no assets ¢ 

Mr Myers. No. Sir. We had subser pi ons from the stockholders, 
comniitments. 

Senator Kem. But it had no actual funds in hand ? 

Mr. Myers. Well, those subscriptions were equivalent to the money 
bes ause they were reliable and responsi! le people. 

Senator Kem. But the money had not been paid in? 

Mr. Myers. The money was paid in and deposited, I think, about 
October 1s. 

senator Kt uM. SO that init 1 Oy tober 1s the corporation existed on 
paper only ¢ 

\Ir. \IYERs. Well. | ao ivree with you on that. Senator Kem. 
We had the subser Iptions from 

Senator Kem. That was paper, wasn’t it? 

Mr. Myers. That Is right. but eood paper. 

Phe CuarkMAN. So is a dollar bill paper. 

Senator Kem. It was still paper, was it not ? 

Mir. Myers. It was a commitment for $25,000, and it was undoubt 
edly good because it was paid in. 

Senator Kem. Right. 

Mr. Myers, prior to September 15, 1949 had you had any experience 
i the storage of grain / 

Mr. Myers. Yes, sit 

Senator Kem. Where ’ 

Mr. Myers. Bosworth. Mo. 

Senator Kem. When did you acquire vout interest there ? 

\ir. Myers. We bought the Bosworth Co. July Sl, 1946, formed 

corporation and started the corporation on July 12, or August 12, 
ind completed it on October 10, 1946. 

Senator Kem. What was your connection with the Bosworth Co. ? 

Mr. Myers. Helped managing and owning one-third, and a short 

ne afterward ] bought another third in it. 

Senator Kem. And had vou any other experience in actual storage 
f grain ? | 
Mr. Myers. Well. I was born and raised on a farm. From 1909 
til 1917 | was a farmet 
Senator Kem. Where was t it ¢ 
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Mr. Myers. Northeast Missouri. 

Senator Kem. Did you store any grain in those days? 

Mr. Myers. Yes, sir. We raised : great deal of corn and oats, 
stored it, and fed cattle, and men large quantities of grain and 
stored it for cattle-feeding purposes. 

Senator Kem. Did you have any other experience in storing grain ? 

Mr. Myers. No, sir. 

Senator Kem. Had you had any experience in storing large quan 
tities of grain? 

Mr. Myers. Not that large—2,000,000. 

Senator Kem. Large quantities at all / 

Mr. Myers. Yes. There have been a lot of times we have taken 
delivery on warehouse receipts, and that was our property. It was 
held— 

Senator Kem. You didn’t have any obligation or responsibility in 
connection with the storage when you merely heid the warehouse 
receipt, did you? 

Mr. Myers. Not unless a condition arose like last Summer in Kansas 
City when the flood came there and they declared the warehouse 
receipts of no value, and then you had full responsibility. And I 
would say that was grain storage experience. 

Senator Kem. That was after September 15, 1949, wasn’t it? 

Mr. Myers. You are correct. 

Senator Kem. You have had a lot of grain storage experience since 
September 15, 1949. My inquiry to you was what experience you 
had had prior to that time. 

With the exception of tae small elevator at Bosworth, it is fair to 
say you had no such experience / 

‘Mr. Myers. We have other elevator interests. 

Senator Kem. What ? 

Mr. Myers. We have other elevator interests. 

Senator Kem. You have now, but had you prior to September 15, 
1949 ¢ 

Mr. Myers. Yes, sir. 

Senator Kem. Where else? 

Mr. Myers. We own an interest in the Welsh Grain Co. at Sterling, 
Colo., which was acquired in 1947. And in our brokerage business 
or cash business we advance elevators considerable sums of money 
to buy grain and consign to us. 

Senator Kem. Did you tell the Government investigators that prior 
to September 15, 1949, you had had no actual experience in the storage 
of grain? 

Mr. Myers. No. They misunderstood me. 

Senator Kem. They must have, because that appears in the records. 

Mr. Myers. Because our purchase of the Bosworth Grain Co. was 
July 31, 1946. 

Senator ANDERSON. ie you own two-thirds of that? 

Mr. Myers. Yes, si 

Senator ANDERSON. Do you still own it? 

Mr. Myers. No, sir. I sold it about a few months ago. At least 
took a note for it. 

Senator Anperson. A piece of paper. 

Mr. Myers. A piece of paper. 
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Senator Anprerson. You hope it is good, don’t you? 

Mr. Myers. Yes. 

Senator Kem. Did anything unusual occur in connection with your 
negotiations of the contract with the Commodity Credit Corporation ‘ 

Mr. Myers. Yes. In negotiating the contract they kept telling us 
how vital it was they secure all the flat storage or any other type of 
storage that they could. So when we got up to that point—— 

Senator Kem. Who told you that ¢ 

Mr. Myers. Mr. Cowan and Mr. Walton. 

Senator Kem. Well that didn’t put them in a very good trading 
position, did it ¢ 

Mr. Myers. Senator Kem, this was an emergency, it wasn't a ques- 
tion of trading. It was a question of moving these farmers’ commod- 
ities out of their bins so that they could store the new crop coming on, 
and this—- 

Senator Kem. Well, Mr. Cowan was interested and his associate was 
interested in making as good an arrangement on behalf of the Govern- 
ment as possible, were they not / 

Mr. Myers. They were just about the hardest nosed customers I 
ever dealt with. 

Senator Kem. They were telling you all the time they were acting 
under a great emergency and just had to have the storage / 

Mr. Myers. They needed it. 

Senator Kem. And that gave you, as a shrewd trader, quite an ad- 
vantage, would it not ‘ 

Mr. Myers. It would if we were a shrewd trader, but we are not a 
shrewd trader. 

Senator Kem. You are not? 

Mr. Myers. No. 

Senator Kem. You enjoy a reputation in our town of being a very 
capable trader, don’t you ¢ 

Mr. Myers. Well, thank vou for the compliment. 

Senator Kem. I am sure it is well deserved. 

Mr. Myers. | hope so. | hope it turns out that way. 

Senator Kem. When did you first suggest that the Commodity 
Credit give you a firm commitment on 2,000,000 bushels of grain ? ; 

Mr. Myers. When they asked us to proceed with our arrangements 
to store their grain. 

Senator Kem. Right at that time? 

Mr. Myers. Well, Senator, it could have been a week before. They 
kept talking about how much their requirements were. , 

Senator Kem. Did they tell you that was a very unusual provision 
for them to make, that they didn’t ordinarily do that ? 

Mr. Myers. I think they mentioned something like that in the con- 
versations, said, “Well now, we will need space for 2,000,000 or 
5,000,000. We don’t know just how much, but we will need a large 
quantity. 

So when we executed that so-called option that you talk about that 
was the lease, and we were committed to pay for the lease for the time 
that we asked them for it, and we certainly didn’t have any business 
with a lease on those buildings unless we had the commodity to put in. 
So we wanted 





Senator Kem. So you as a capable trader were reducing the risk to 
the minimum ¢ 
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Mr. Myers. Well, inasmuch as they kept telling us the large quanti- 
ties they would need, I don’t think they put themselves at any disad 
vantaze, but inasmuch as they did have it, I can see no objection to 
them giving us a commitment on it. 

Senator Kem. And they told you at the time that they were not doing 
that as the usual thing ? 

Mr. Myers. I don't know. I never discussed what they were doing 
as usual. 

Senator Kem. Did they mention to you what they had done in the 
case in which Carl Rice was interested ? 

Mr. My ERS, Never heard of such a statement. Don’t know a thing 
about it. 

Senator Kem. Don’t know a thing about it / 

Mr. MyYeErs. No. Never discussed it. 

Senator Kem. Did they mention another case at Hutchison ? 

Mr. Myers. They never discussed any arrangements they had with 
anybody else with me. As far as I am concerned I wouldn’t know 
they had any storage any place else. 

Senator Kem. When you suggested this firm commitment they 
failed to resist it / 

Mr. My ERS. They said they would consider it and let us know. 

Senator Kem. And then they did let you know that it could be 
done / 

Mr. Myers. Yes. 

Senator Kem. Did you know that the regulations of the Department 
of Agriculture and the Commodity Credit Corporation required a 
financial statement be furnished by the lessee, by the contractor / 

Mr. Myers. Yes, I did know it. 

Senator Kem. Did you furnish one? 

Mr. Myers. Yes, sir. 

Senator Kem. What became of it? 

Mr. Myers. I don’t know. 

Senator Kem. Where is it? 

Mr. Myers. I don’t know. 

Senator Kem. Have you got a copy of it ? 

Mr. Myers. We should have. I don't know where it is. 

Senator Kem. Will you 

Mr. Myers. I executed a statement and give it to our treasurer, or 
secretary. 

Senator Kem. And you have no copy of it ? 

Mr. Myers. We must have a copy in the records. 

Senator Kem. Have you ever looked up the copy / 

Mr. Myers. No, sir. 

Senator Kem. Never made any effort to look it up? 

Mr. Myers. No, sir. 

Senator Kem. Have you ever told anybody before vou did execut+ 
this financial statement ? 

Mr. Myers. Not tomy recollection. 

Senator Kem. Did you discuss that with your associates ¢ 

Mr. Myers. Yes, we discussed it. 

Senator Kem. And did they suggest that vou see if you could find 
a copy ¢ J 

Mr. Myers. Pardon me, Senator Kem. We never discussed to my 
knowledge, about finding a copy. The first time I ever heard about 
it being misplaced or anyone not having it was at this hearing. 
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Senator Kem. When you heard that did it occur to you or your 
associates to see if you could find a copy ¢ 

Mr. Myr RS. No. ] have never made any effort because they asked 
about the memorandum attached to my letter to Commodity Credit. 

Senator Kem. Did the financial statement that you made out dis- 
close the true facts / 

Mr. Myers. Yes, sir. 

Senator Kem. Did it disclose the fact that the company had no 


assets, actual assets / 





Mr. Myers. It disclosed that we had $25,000 paid in. 
Senator Kem. Unpaid. 
Mr. Myers. No, paid in. 
Senator Kem. No, it wasn’t paid in, Mr. Myers. 
Mr. Myers. Yes. When we issued our financial statement, Senator 


Kem, it had to be paid in. 

Senator Kem. My Myers, your lease, your contract with the Com- 
modity Credit Corporation was dated September 19, 1949. You have 
testified your subscriptions were not paid in until October 18, 1949. 

Mr. Myers. I didn't say that we rendered them a financial state- 
ment prey ious to that time, did I¢ 

Senator Kem. You said you did at the time you got your contract, 
did you not! 

Mr. Myers. No. If | did, I misstated it. I understood that they 
required a financial statement, and I also tell you that we supplied 
them a financial statement. 

Senator Kem. You supplied it? 

Mr. Myers. And it also reflected our true financial position. 

Senator Kem. You furnished the financial statement after you had 
gotten the contract, is that right. about a month later? 

Mr. Myers. Some time later? 

Senator Kem. About a month later? 

Mr. MYeErs. Possibly SO. 

Senator Kem. You already had the contract at that time? 

Mr. Myers. Yes. 

Senator Kem. Well, they gave you the contract and a month later 
asked you for a financial statement ¢ 

Mr. Myers. No. We understood when our first negotiations started, 
when I went down and talked to Mr. Cowan, when I told him our own 
company wasn't going to handle it as an individual, that he asked 
me about our set-up, and I told him we would have to supply him that. 

Senator Kem. The part that Iam trying to bring out is why did you 
not furnish the financial statement at the time the contract WAS ex- 
ecuted by the Commodity Credit Corporation as required by the 
C's minodity Credit (orporation regulations / 

Mr. Myers. We didn’t know they required it at the time of the 
signature of this contract. We told them that we would supply them 
witha statement and did. 

Senator Kem. You didn’t know that that was a necessity or a 
requirement that the Government had before the approval of the 
contract ¢ 

Mr. Myers. No, I didn’t know it. 

Senator Krew. Wouldn't you say that was a proper way for the 
Government business to he conducted ? 


Mr. Myers. Well. probably it would—— 
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Senator Kem. Do you see much sense in giving a contract like this 
and 30 days later asking for a financial statement ? 

Mr. Myers. Yes sir, I can understand that, Senator Kem, because 
usually in the course of a day I probably do from $100,000 to $5,000,000 
worth of business without any contracts. I mean just word of mouth. 

Senator Kem. But you know pretty well who you are dealing with, 
don’t you? 

Mr. Myers. I think they knew who they were dealing with. 

Senator Kem. They were dealing with a company that had no 
assets except $25,000 of unpaid subse riptions. 

Mr. Myers. Yes sir, but it had a pretty good bunch of stockholders. 

Senator Kem. But under the Missouri law those stockholders don’t 
respond for the debts of the company. That is well understood, isn’t 
it? 

Mr. Myers. At the time we were in negotiation it wasn’t fully 
decided—— 

Senator Kem. That was fully decided at the time you executed 
the—— 

The Cuarmman. Let him answer the question, Senator. Fully 
decided 

Mr. Myers. Wasn’t fully decided whether we would handle as an 
individual, partnership or corporation. The fact of the matter is 
we had almost decided to make it a partnership, but when we come 
in to execute the contract with Commodity Credit and War Assets, 
it would require everybody’s signature, and at the last moment to 
simplify things we decided on a corporation. 

Senator Kem. It was fully decided you would have a corporation 
on September 12, 1949, was it not? 

Mr. Myers. I think that is correct. 

Senator Kem. So you knew you were going to have a corporation 
on September 19 when you executed the contract with the Commodity 
Credit Corporation, did you? 

Mr. Myers. Yes. 

Senator Kem. And so the financial statement would not be the state- 
ment of the partners but would be the statement of the company; is 
that not right? 

Mr. Myers. That is right. 

Senator Kem. Now was this statement you furnished a statement 
of the partners or a statement of the company? 

Mr. Myers. A statement of the company. 

Senator Kem. And you furnished it some 30 days after the execu- 
tion and delivery of your contract by the Commodity Credit Corpo- 

ration ; is that correct ? 

Mr. Myers. I don’t know the exact date, but a reasonable time 
after. 

Senator Kem. About 30 days? 

Mr. Myers. I don’t know. 

Senator Kem. Did that statement disclose any assets except the 
$25,000 paid in? 

Mr. Myers. As I recall that is correct. 

Senator Kem. Yes. 

Now what was said about the amount of the bond to be executed 
by Commodity Credit Corporation ? 

Mr. Myers. They require a bond of 10 cents a bushel. 
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Senator Kem. And 10 cents a bushel based on the capacity of the 
house: is that correct ? 

Mr. Myers. No, sir; on the amount they would agree to store with 
Us. 
Senator Kem. That is not what the regulations say, and that is not 
the testimony here. The testimony is that the regulation provided 
that the bonds should be 10 cents a bushel based on the capacity of 
the house: is that not right? 

Mr. Myers. I am not clear about the regulations, but I know that 
they were only committed to store 2 million bushels, and that is all that 
we would supply a bond for. 

Senator Kem. They stored 2,400,000——— 

Mr. Myers. Two million forty. 

Senator Kem. Forty thousand. Didn't they? 

Mr. Myers. Yes. 

Senator Kem. When they exceeded the 2 million did they call on 
you for an additional bond ? 

’ Mr. Myers. No, sir. 

Senator Kem. Did you offer any additional bond ? 

Mr. Myers. No, sir. 

Senator Kem. Did you know that the regulations required in addi- 
tion to the performance bond a so-called deficiency bond when the 
financial responsibility of the contractor was not great? 

Mr. Myers. No; I don’t know anything about it, the regulations. 

Senator Kem. Were you told that was the case? 

Mr. Myers. No; I don’t recall them telling me. I do recall dis- 
cussing the financial statement, one to be supplied, and which we 
comphed with. 

Senator Kem. Did you meet Mr. Hall of the Commodity Credit 
Corporation office ? 

Mr. Myers. Yes, sir. 

Senator Kem. And did you hear his testimony yesterday ? 

Mr. Myers. Yes, sir. 

Senator Kem. Did you hear his testimony that in his judgment 
under the facts in this case the bond should have been 30 cents a 
bushel ? 

Mr. Myers. He never mentioned that to us. 

Senator Kem. I believe that is all, Mr. Chairman. 

The Caarrman. Senator Anderson, do you have any questions? 

Senator Anperson. Just this. At the time they were negotiating 
with you, did the people who were negotiating with you from the 
Commodity Credit have any idea of your personal financial respon- 
sibility ¢ 

Mr. Myers. Well, I think they did; yes, sir. 

Senator Anperson. If you had submitted a personal financial state- 
ment would it have totaled as much as $25,000? 

Mr. Myers. Well, I am afraid it would. 

Senator Anperson. Possibly a little bit beyond that. 

Did those people in Commodity Credit have any way of knowing 
that you are personally financially reliable? 

Mr. Myers. I am inclined to think they did. 

Senator ANprerson. And did you assure them that this money would 
be forthcoming? } 

Mr. Myers. Yes, sir. 
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Senator ANDERSON. $25,000? 

Mr. Myers. Yes, sir. 

Senator Anperson. It would be forthcoming ? 

Mr. Myers. Yes, sir. 

Senator Anperson. When a contract was signed ? 

Mr. Myers. Yes. 

Senator Anperson. That is all. 

The Cuatrman. Mr. Myers, what part, if any, did politics play in 
the execution of this contract—either way / 

Mr. Myers. Senator, that is something I don’t know anything about. 
I am a Democrat because my folks ahead of me were Democrats. And 
here lately I am a little stronger Democrat. But I don’t know any 
thing about politics. I don’t belong to any clubs. I don’t belong to 
any organizations. I don’t know anything about it. 

The Cuamman. There was no pressure exercised by anybody from 
the Commodity Credit Corporation to give you this lease or by the 
War Assets to make you take the lease ? 

Mr. Myers. Well, that is a kind of a joke when the Commodity 
Credit had millions of bushels of grain that they were doing every 
thing humanly possible to find storage space for and the War Assets 
had all these vacant buildings. 

I don’t know whether you know the history of this War Assets 
at Neosho. 

The Cuatmrman. Yes. 

Mr. Myers. But they gave it to the University of Missouri, and 
after they viewed the situation they promptly gave it back to them, 
and they had offered these buildings to everybody in the country. 
And Mr. Turney had contacted our men—Mr. Leslie at Neosho. He 
called me various times about it and said, “Now we just want to lease 
this. We want to get it earning some money, and we will give vou 
an option or anything to get these buildings in use.” 

The Cuatrman. Mr. Cotter, do you have any questions? 

Mr. Corrrr. No questions. 

Senator Kem. One more question. 

The CuHarrman. Senator Kem. 

Senator Kem. When you were putting in practically all of your 
time for some 20 months on this transaction, who was running your 
other business enterprises for you ? 

Mr. Myers. Well, I was attempting to run them. 

Senator Kem. They required some time, did they not? 

Mr. Myers. Well. were you ever long or short a quantity of grain? 

Senator Kem. No; I don’t think so. I never engaged in that busi 
ness ‘ 

Mr. Myers. If you ever were, you will live it 24 hours a day. 

Senator Kem, when we went into this business, don’t you forget 
that we realized the undertaking that we were going into, and we 
realized our responsibility. And I think our performance has demon 
strated our integrity, our financial ability, and our method of doing 





business. 

Senator Kem. My question was to you: Who ran your other busi 
nesses while your time was being entirely taken up by this business? 
Mr. Myers. Well, my son is vice president of the grain corporatio1 

Senator Kem. What other businesses do you have ¢ 
Mr. Myers. Knick-knacks around. Managers run them. 
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Senator Kem. What are they? 

Mr. Myers. Well, the elevator at that time at Bosworth. My farm. 

Senator Kem. Any others? 

Mr. Myers. Oh, I had some interests in other businesses. I don’t 
remember what it was now. It changes quite often. 

Senator Kem. That is all you can think of you had at that time? 

Mr. Myers. No: we had a distributing company at 1910 Grand. 
My partner ran it. I haven't been in the place but twice in 2 years. 

Senator Kem. What does that company distribute ? 

Mr. Myers. Automatic phonographs. 

Phe Cuamman. Any further questions? 

If not, we thank you very much, Mr. Myers. 

Mr. Myers. I would like to ask to be permitted to ask Senator Kem 
a question. 

Senator Kem. Sure. 

Senator ANDERSON. No. 

Mr. Myers. Just a minute. 

Senator Anperson. No. Somebody might ask me a question some 
day. I just say, Mr. Myers, in all fairness, we have two Democrats 
against a Republican here. We probably would be glad to get ques- 
tions asked, but if you ever start at these hearings with witnesses 
questioning the members of the committee—— 

Senator Kem. You might ask me your question and I would have 
a lot more. 

Mr. Myers. Wait a minute. Lappreciate that. But here is a state- 
ment I would like to make. 

Now I know that you people are interested in protecting our Gov 
ernment on their holdings. You are my Senator from Kansas City 
and my neighbor. Now here is a statement that I would like to make. 

Will somebody food at figures put these down for me? 

The CHarrMan, It is all taken down. So be careful what you say. 

Mr. Myers. I am under oath. 

We paid approximately 317,000 rental to the War Assets, whoever 
owned the camp from time to time. We spent $25,000 repairing the 
buildings at the time of using them and after we used them, roughly. 

Our msurance on those buildings was over 867,000, That covered 
two-million-odd bushels for a period of 20 months. 

Phe same space in a terminal elevator or in Kansas City which is 
leased by various operators to accommodate this same amount of 
grain of two million od | bushels for 20) months therefore would have 
cost approximately 326,000 to the lessor. The insurance on this same 
amount of grain for the same length of time would be approximately 
$10,000. That would be a total of 336,000 that a terminal operator’s 
expenses would roughly be. On top of that they would have equip- 
ment for unloading and loading and that would eliminate 90 percent 
of the expense that we were put to. 

They would receive the same rental that the Mid-West Storage 
Co. did. 

Now someone good at figures give me—— 

Senator AnNpERSON. $110,000. 

Mr. Myers. Our expense was $110,000 on just that many items, and 
their expense was how much / 

Senator ANDERSON. 836.000. 
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Mr. Myers. Then would anybody tell me that we didn’t pay suffi 
cient for our buildings? 

Senator Kem. All right, Mr. Myers, now let me ask you a question. 

Do you not think that as your Senator and as a Senator from 
Missouri in the Senate of the United States, and do you not think 
that Senator Anderson, Senator from New Mexico in the Senate of 
the United States, and our able chairman, Senator from Louisiana i: 
the Senate of the United States, have a duty and obligation to inquire 
into this Camp Crowder situation, not only your lease but the Harris 
Grain Co. lease # 

Mr. Myers. You certainly do and we welcome it. 

Senator Kem. All right. Do you not think that it is our duty as 
public officials to inquire into certain unusual circumstances in con 
nection with your transaction ? 

Mr. Myers. I don’t think we have any unusual circumstances. 

Senator Kem. Well, do you want me to start going over them ¢ 

Mr. Myers. It is up to you. 

Senator Kem. All right. 

In the first place, the lease is of an unusual character in that it is 
not a firm commitment. but is an option. 

In the second place the contract that you made with the Commodity 
Credit Corporation is not in the usual form. It contains a firm com 
mitment. And the testimony of Mr. Cowan was that he only knew 
of three other cases in which the Kansas City office had made com- 
mitments of that kind, and one of those was in a contract at Hutchinson 
negotiated by Carl Rice. 

In the third place, the War Assets Administration lease was 
executed by Quirk J. Bernard, who was a business associate of your 
associate, Mr. Nee, the regulations of the War Assets at the time 
provided that any such transaction should be reported to the superior 
officer. There was no report made in this case. 

It further appears that at the time you executed this lease there 
was no paid-in capital of the Midwest Co.; that over 30 days late: 
the capital was paid in for the first time. 

It also appears that there is no financial statement of this company 
in the files of the Commodity Credit Corporation, although the regu 
lations of the Commodity Credit.Corporation required such a finan 
cial statement to be filed. 

It also appears that soon after the organization of your company the 
Bernard Motors Co., of which Quirk J. Bernard who executed the 
lease on behalf of War Assets was the president, sold a truck to the 
Midwest Co., and a short time later sold three more. 

It appears that these trucks were in excess of the Midwest Co.'s 
needs, because in a short time three of them were disposed of at 
loss. 

It appears that the papers in this case were drawn in such a way 
that no risk was assumed as far as the confirmation of the deal was 
concerned by the Midwest Co., in that a firm commitment was ob 
tained from Commodity Credit before possession was taken of thi 
property and any obligation incurred under the lease; the result 
being that there were two agencies of the Government acting her 
through a group of men who were middlemen between them at a very 
considerable profit to themselves. 
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Now I say considerable profit. It is in evidence that these men drew 
out of the business $86,000 in a period of 20 months. 

Now the question has also been raised by the Secretary of Agri- 
culture that he was justified in making this deal on account of the 
so-called Williams-Anderson amendment that required him to deal 
with parties engaged in the usual channels of trade. 

In this case it appears that the Midwest Co. was not engaged in 
the usual channels of trade, was not in business at all, never had any 
previous existence, had no storage facilities whatever, except those 
that were secured for the purpose of carrying out this transaction 
with the Government itself, between departments of the Government 
itself. 

It seems to me this committee would perform somewhat less than 
ts duty if it did not inquire into the necessities of employing middle- 
men under those circumstances. 

Mr. Myers. I think—— 

Senator Kem. And did not inquire into whether the people who 
owned, that is, the American people who owned these facilities should 
not deal with themselves and use them for storage purposes when 
storage is required. 

Now I do not mean to say that the committee has judged the case. 
I am just one member of the committee. I have not made up my 
mind. But I do not think that any citizen could fairly criticize the 
committee for conducting the investigation and inquiry that it has. 

Mr. Myers. I am sure, Senator Kem, that I did not intend to infer 
any criticism. I told you that as our Senator, our good Senator from 
Missouri, that we welcome your investigation. The reason I brought 
up the other question was I think the impression is with a good many 
people that we leased at an abnormal low rate of rent. 

Senator Anperson. If, as a matter of fact, you add the truckage 
you had to pay up to these buildings against the unloading facilities 
it the railroad line, you would show an addition ¢ 

Mr. Myers. Yes. Those are jtist figures that could be quickly ar- 

rived at and would show the comparison of our cost against a terminal 
elevator cost. I was just trying to point out the figures as a service to 
everyone. 
Senator Kem. I do not think the committee has ever made any 
large the rent was abnormally low. As one member of the commit- 
tee, I will say I feel there were unusual circumstances about this deal 
that have not been sufficiently explained. 

Phe Cuamman. Mr. Myers, from your experience with the Govern- 
ment, do you think the Government through the Commodity Credit 

uuld have taken these properties over and have done as good a job 
as you did and as cheaply as you did? I believe that is one of the 
questions. 

Mr. Myers. I am positive they could not have. 

Senator Anprerson. I won’t argue that question because—— 

The Cuatrman,. I won’t either. 

Senator ANpERSON (continuing). We would get into a whole brand 
new argument. But some of us may remember that three of the big 
soap companies had a deal out in the Pacific where they were getting 
copra and lost $5 million doing it, the Government took it over and 
gave back the $5 million out of its profits and put another $414 million 
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in the Federal Treasury. So it is not always true that the business 
firms can do what the Government can. But it would have been a 
difficult proposition. 

I think the record is sufficient to show that you took this contract, 
that you stored this grain, that it did not go out of condition, that you 
delivered all of it when you were asked to deliver it, and the Govern- 
ment paid lower charges for it than they paid somewhere else. But I 
do say this is not a pleasant job for any Member of the Senate. Any- 
time you get into an investigation of this nature always you have to 
assume that you do not end up with it as well as you go into it. You 
cannot help but make enemies. 

I have some people in my home State who are very disappointed 
over some investigations that I once upon a time had to conduct be- 
cause their names showed up in it. We do not go into these things 
for that reason. We go into them, as Senator Kem suggested, because 
there is a responsibility to go through one of these cases and look at it 
as carefully as we know how. In the event it brings you out all right, 
all you do is thank God. 

Mr. Myers. Thank you. 

The Cuarrman. Thank you very much. 

We will stand in recess until 2 o’clock. 

(Whereupon, at 1 p. m., a recess was taken until 2 p. m. of this same 
day.) 

AFTERNOON SESSION 


The Cuamman. The committee will be in order. 

At the request of several Senators after the distribution by the 
Department of Agriculture of a letter dated March 24, 1952, from 
Secretary Brannan to Senator John J. Williams, which I read into 
the record, I place in the record a response to that request showing a 
total distribution. of 2,200 copies that were tie Ramee 3% Approxi- 
mately 1,700 copies of the letter have been distributed in the normal 
routine method. The press and radio correspondents got 356 copies. 
The radio farm program directors got 510 copies. The State de- 
partments of agriculture, 53 copies. People who have specifically 
requested statements and releases by the Secretary, 162 copies. To a 
list of individuals principally in the grain trade who have requested 
statements relative to operations affecting grain, 120 copies. To the 
Senate Agriculture Committee, 100 copies. To USDA agencies, 380 
copies, divided as follows: 250 copies to the Production and Market- 
ing Administration, for distribution to key personnel in Washington, 
and to chairmen of the State PMA committees, directors of the nine 
PMA area Commodity offices, and the division heads in five regional 
offices. 

One hundred and thirty copies were sent to the Agricultural Exten- 
sion Service, which sent them to the field for the information of State 
extension directors and State extension editors. 

Mr. John Stark, will you kindly step forward, please ? 


TESTIMONY OF JOHN STARK, TREASURER, MIDWEST STORAGE & 
REALTY, INC., KANSAS CITY, MO. 


The Cuatrman. Do you solemnly swear to tell the truth, the whole 
truth, and nothing but the truth, so help you God? 
Mr. Srark. I do. 
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The Cuamrman. Will you give your full name for the record? 

Mr. Srark. John Stark. 

The Cuairman. What is your residence ‘ 

Mr. Srark. Kansas City, Mo. 

The Cuamman. What is your business, Mr. Stark 

Mr. Srark. I am in the grain business. 

The Cuamrman. How long have you been so occupied ? 

Mr. Srark. Since 1914. 

The Cuarman. In that capacity did you handle any storage of 
grain of various kinds ¢ 
~ Mr. Srark. All the grains. 

The CHarrRMAN. Was it storage similar to that which was handled 
bv the Mid-West Co. at Camp Crowder, Mo. ¢ 

“Mr. Srark. Both regular grain elevators, and we handle a lot of 
flat storage. 

The Cuairman. All right, Mr. Cotter. 

Mr. Correr. Do you specialize in any type of grain? Do you have 
any reputation as a specialist in any type of grain / 

Mr. Svark. No. I don’t think so. We do a general grain business. 
We do handle grain storage. 

Mr. Correr. Don’t you handle a lot of spoiled grain? 

Mr. Stark. For the various insurance companies, which we also do, 
we handle a lot of salvage grain, burned elevators. warehouses. and 
so forth. 

Mr. Correr. Did you handle a sizable part of this Kansas City 
flood grain ¢ 
Mr. STARK. I think we handled about LOO percent of it. 

Mr. Correr. Would you mind indicating to us the capacity of your 
ain business over the past years ¢ 
Mr. Srark. You mean the amount of salvage we handled? 

Mr. Correr. I mean the amount of your handlings, the extent to 
which you have been in it, was it on a large scale or a small scale? 

Mr. Srark. Well, we have been in it in a fairly large scale. We 
have got at the present time a 750,000-, or three-quarters-of-a-million- 
bushel house in Kansas City, and we have three elevators in Nebraska. 

Mr. Correr. They are in the same company now 4 

Mr. Srark. They are operated in the same company, the Mid-Conti- 
nent Grain Co. 

Mr. Correr. Were you an officer of Mid-West ? 

Mr. Srark. Yes, sir. 

Mr. Correr. What was your capacity ? 

Mr. Srark. Treasurer. 

Mr. Correr. What income did you receive from vour efforts in 
behalf of Mid-West ? 

Mr. Srark. I think it was about $18,000. 

Mr. Correr. Could you, very briefly, give us the details as to how 
you happened to get engaged in that and what you did toward the 
negotiating of the contracts? 

Mr. Srark. Well, I got into this through Mr. Myers. He ap- 
proached me on the floor of the board of trade in Kansas City and 
told me what they had done at Camp Crowder, and asked me was it 
feasible to store grain down there, and asked me if I would go down 
and look over the facilities, which I did. 

Mr. Correr. You inspected the facilities ? 
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Mr. Srark. I did not inspect every building, but I spot checked 
quite a number. 

Mr. Correr. Did you consider it feasible to store grain there? 

Mr. Stark. Yes; in most of the buildings. 

Mr. Correr. Well, did you enter iato negotiations with the Com 
modity Credit ? 

Mr. Srark. With the Commodity Credit and War Assets, both. 

Mr. Correr. You negotiated with both agencies? 

Mr. Srark. Yes. 

Mr. Correr. Confining ourselves for the moment to the Com- 
modity Credit Corporation, what did you do in that connection ¢ 

Mr. Starx. Well, I went over there with Mr. Nee and Mr. Myers. 
1 conferred, I think, with Mr. Walton, and George Hall and Mr. 
Cowan were there. I don’t know whether they were there during the 
entire session, but they were there at intervals. 

Mr. Correr. Did you conclude that that operation could be run 
profitably under the uniform grain storage contract ? 

Mr. Srarx. Yes; if we could get the proper grain and proper ship- 
ments, and so forth. What I mean by that, we had to get top-quality 
grain. 

Mr. Correr. Did you make that a condition of going into the 
contract ¢ 

Mr. Srarx. That was generally understood, that we would get 
nothing but dry corn. 

Mr. Correr. How was it that you people did not store any wheat ? 
Did you refuse to take wheat there? 

Mr. Starx. We did. We just decided to take all corn and nothing 
else. 

Mr. Correr. And did you have commitments before you entered 
into your contract as to the type and amount of grain that you would 
get ¢ 

Mr. Srark. Well, we had a general understanding that we would 
get about 2,000,000 bushels to take care of the buildings. 

Mr. Correr. Whose idea was it that you would get a guaranty of 
2,000,000 bushels when you entered into the contract / 

Mr. Srark. I don’t know. It was a gentlemen’s agreement. I told 
them I would not go into it unless we could get the buildings and the 
grain all tied up at the same time. 

Mr. Correr. You told your partners or Commodity Credit? 

Mr. Srarx. I think I told the partners. I don’t think I told Com- 
munity Credit. 

Mr. Correr. In the negotiations did you insist on a guaranty ? 

Mr. Srarx. Well, I told my partners I would not go into it unless 
we had a guaranty. 

Mr. Correr. You had an understanding with Commodity Credit 
that you would get top-quality corn and you would get no wheat? 

Mr. Srark. Yes, sir. 

Mr. Correr. Now outside of the negotiations, what functions did 
you perform in connecteion with this operation ? 

Mr. Srarx. Well, I went down there from time to time to check 
on the operations, especially on the keeping qualities of the corn, and 
at. various times I took the grain inspectors from the official Missouri 
State grain inspection department, the division that had that in their 


jurisdiction, and had them look at the grain and check it and approve 
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it. Then I looked after the details of the billing. unloading and in- 
voicing of the stuff at Kansas City. 

Mr. Correr. Did your representatives keep track of the grain stored 
by Mid-West ? 

“Mr. Srarx. Yes. 

Mr. Correr. How much of your time did you devote to this project 
during this period ¢ 

Mr. Stark. Well, it would be awfully hard to tell. Sometimes | 
would just vive my W hole time to it, and other times just a& minor part. 

Mr. Correr. Was it a relatively minor portion of your free time 4 

Mr. Stark. No; I gave a good deal of my time to it. 

Mr. Co1 rER. Did you also send employees of yours, experts in that 
field, down there / 

Mr. Svark. I had our superintendent down there quite often. 

Mr. Correr. Did the reimbursement which you received from this 
operation compare favorably or unfavorably with your other opera- 
tions of a similar nature that you are engaged in ? 

Mr. Srark. No; I would say our other operations were more 
profitable. 

Mr. Correr. More lucrative to yous 

Mr. Srark. Yes, definitely. 

Mr. Correr. At the time you negotiated for these contracts what, 
if anything, did you pledge, by way of your word or otherwise, as to 
being financially responsible for the outcome of the agreement? You 
had a new corporation, it was only formed at the time that the agree- 
ments were entered into, and you had not any paid-in capital. Was 
there any oral understanding that you people would be responsible 
personally ¢ 

Mr. Stark. No. 

Mr. Correr. Was there any discussion about how much money 
should be paid in, or What the finances were in the corporat ion ¢ ; 

Mr. Stark. Well, we had not decided at that time whether we would 
have a corporat ion or a partnership. 

Mr. Correr. You had not decided ? 

Mr. Stark. No. 

Mr. Correr. Before the contracts were signed by the corporation ? 

Mr. Srark. I mean after that we decided, after we had all the nego- 
tiations we decided on the corporation. 

Mr. Corrrer. Had you told the Commodity Credit people that you 
had not decided on what form your company would take at the time 
you negotiated the contracts ? 

Mr. Stark. I could not tell you that. 

Mr. Correr. You do not recall anything being discussed with 
respect to financial responsibility ? 

Mr. Stark. No. 

Mr. Correr. As something of an expert in salvage grain, Mr. Stark, 
what is your opinion with respect to the percentage of shrinkage, 
physical shrinkage that is possible, or can possibly result from the 
nfestation of weevil in wheat ? 

Mr. Srark. Well, I think a great deal would depend upon your per- 
entage of infestation, how long the wheat had been there. and so on 
and so forth. 

Mr. Correr. Could you vive us some examples ? 
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Mr. Srark. Well, that is awfully hard. You might get 2 percent, 
you might get 3 percent, you might get more, depending on whether it 
was there a couple of years when you might run up in the figures, but 
if the grain had been treated, as it normally was, you might cut it 
down. 

Mr. Correr. Is there apt to be greater loss in flat storage than in 
elevator storage from weevil infestation ¢ 

Mr. Stark. Possibly so. 

Mr. Correr. Were you required to turn your corn to keep it in 
condition ¢ 

Mr. Srark. Yes. 

Mr. Correr. Did you use fumigants on your corn ¢ 

Mr. Stark. Yes. 

Mr. Correr. Is weevil one of the pests that you have to watch out 
for in corn, or is that just with respect to wheat / 

Mr. Srark. Well, it is more in wheat than in corn. 

Mr. Correr. It does not bother corn so much ¢ 

Mr. Srark. No. 

Mr. Correr. Would you say if you had wheat in your Camp 
Crowder facilities, under the conditions that prevailed there, that you 
would have had greater shrinkage from weevil infestation ¢ 

Mr. Srarx. I would think so. 

Mr. .Correr. Would you estimate what would have been your 
shrinkage, if it is possible to make such an estimate, over that 20- 
month period of storage ¢ 

Mr. Srark. It would just be impossible to give a definite conclusion 
on that. 

Mr. Correr. Is it conceivable that about 3 or 4 percent shrinkage 
could occur / 

Mr. Srark. Well, it could, yes. But again, as I say, it depends on 
how badly it is infested with weevils, how badly the wheat was bored 
through. Without seeing the wheat, it would be a rank estimate. 

Mr. Correr. Is it possible under those conditions, if you get wheat 
in a fairly satisfactory condition, to keep it from suffering a very 
large shrinkage through proper turning and fumigating ? 

Mr. Srarx. Proper turning and fumigating will take care of that, 
yes. 

Mr. Correr. It will prevent any substantial shrinkage ? 

Mr. Stark. Yes. 

Mr. Correr. I think that is all the questions I have of the witness. 

The Cuarmman. Mr. Stark, is there any other kind of shrinkage, 
such as from less or more moisture entering into it ? 

Mr. Srarx. Yes. If you get 14 percent moisture in there, for ex- 
ample, and it comes out 12 percent, you have a loss there of 2 percent. 

The Cuatrman. When you refer to shrinkage you do not mean 
from weevil infestation alone, but the term might include other 
things ? 

Mr. Srark. It might be moisture, it might be the turning of the 
grain, dust, and other things that accumulate. 

The Cuarrman. Senator Kem, do ‘you have any questions ¢ 

Senator Kem. Yes. 

The Cuarman. This is Mr. Stark, Senator Kem. 

Senator Kem. Yes. 
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Mr. Stark, did you participate in the negotiation for the lease with 
the War Assets Administration / 

Mr. Stark. I did. 

Senator Kem. Whom did you contact in that connection? 

Mr. Stark. When we went up there we met Mr. Joyce, Mr. Turney, 
and Mr. Smith, | believe his hame was, or Schmidt: ] don't know. 

Senator Kem. That was William B. Smith, acting director. or 
regional director / 

Mr. Stark. I dont know. It may have been Smith or Schmidt. 

Senator Kem. When did you first contact them in reference to this 
matter ¢ 

Mr. Srarx. I don't remember what date we went out there. To be 
frank with you, I was just out there once. 

Senator Kem. And where did you go‘ 

Mr. Stark. Out to the War Assets Building, at 904 Truee, I think 
t Is. 

Senator Kem. How long were you there? 

Mr. Srark. Oh, possibly an hour or an hour and a half. 

senator Ky um. When was that. with reference to the execution of 
the so-called lease on September 1d, 1Y49¢ 

Mr. Starx. At the War Assets. it was prior to then. 

Senator Kem. How much prior 

Mr. Srark. I just cannot tell you. It*was maybe a month. 

Senator Kem. Sometime in August? 

Mr. Srark. My memory is not fresh on that. 

Senator Kem. Now, was something said, when you were there, that 
this proposed lease was to be in the form of an option ¢ 

Mr. Srark. No. 

Senator Kem. When did you learn that it was to take that form ? 

Mr. Srarx. Today. 

Senator Kem. You did not know that until today ? 

Mr. Srark. No. 

Senator Kem. If you had known it. would you have considered 
t out of the ordinary / 

Mr. SI ARK. l don't believe SO. 

Senator Ky M. Do you know of any other leases made by War Assets 
that took the form of an option ¢ 

Mr. Srark. I am not familiar with any. 

Senator Kem. Were you acquainted with Quick J. Bernard before 


vou went out there / 


Mr. Starx. Never met him. 

Senator Kem. Did you meet him on that occasion / 

Mr. Srark. Yes. 

Senator Kem. Did you discuss with him the terms of the lease with 
War Assets ? 

Mr. Srark. Most of our negotiations were with Mr. Joyce. 

Senator Kem. With whom / 

Mr. STARK. With Mr. Joyce. 

Senator Kem. And with Mr. Bernard? 

Mr. Srark. Mr. Bernard, I just met him casually out there. IT don’t 
know whether he was there 2 minutes or 3 minutes or 5 minutes in the 
room. 

Senator Kem. Did you hear read here the statement from L. S. 
Vandover to this effect. that he had had a conversation with William 
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B. Smith, acting deputy regional director of the Office of Property 
Disposal, War Assets, Kansas City, Mo., and he told Mr. Vandove: 
that insofar as he knew while acting in charge of real properties, lh 
nor any member of his staff consulted nor hi ud any part in negotiating 
the original lease, that the first he knew about it was when he was called 
to Mr. Bernard’s office to witness the signing of the lease ¢ 

Mr. Srarkx. Mr. Smith was deputy out there. If he is the samy 
Smith you are talking about, I don’t know. 

Senator Kem. Yes. 

Mr. Srark. Mr. Smith was out there at the start of the negotiations 

Senator Kem. Did you discuss any of the terms with him? 

Mr. Srark. I don’t remember. 

Senator Kem. Did you discuss them with Mr. Bernard? 

Mr. Srarkx. No: they were all with Mr. Joyce. 

Senator Kem. Joyce is dead. 

Mr. Srarx. I did not know that. 

Senator Kem. Is that right? 

Mr. Srark. I could not tell you. 

Senator Kem. Mr. Joyce is the one who negotiated the lease with 
you! 

Mr. Srark. Yes; he took all the data and all the memoranda. 

Senator Kem. Were you there when the lease was signed by Mr. 

sJernard ¢ ’ 

Mr. Srark. No. 

Senator Kem. Was it brought to your attention that James L. Horn- 
bostel, associate regional counsel, Kansas City, in a letter dated 
October 14, 1949, st: ated that the lease with Midwest was not a lease, 
but an option / 

Mr. Srark. No. 

Senator Kem. And that the buildings that were used for the storage 
of grain were paid for by War Assets? 

Mr. Srark. No. 

Senator Kem. Did you know that he pointed out that the option 
could tie up the buildings for 2 years without using them to store corn 
by the payment of only $1 per building ¢ 

Mr. Srark. No. 

Senator Kem. You did not know that? 

Mr. Srark. No. 

Senator Kem. Did you know that Mr. Hornbostel further said it 
was his confidential opinion that the best interests of the Government 
were not served in connection with the lease ? 

Mr. Stark. No; I did not. 

Senator Kem. Have you examined the lease? 

Mr. Srark. No. 

Senator Kem. Will you examine it now? Would you hand him the 
lease ? 

(The document was handed to Mr. Stark.) 

Senator Kem. Will you look at paragraph 2 on the third page and 
tell us how you construe that ! 

Mr. Srark. Well, it says here “would pay $1 per building upor 
execution of this lease plus 2 cents per annum per square foot of usable 
floor space from the bare the various buildings herein listed are o 
cupied for the purpose of storing corn.’ 
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Senator Kem. From the date those buildings are occupied, but also 
for the purpose of storing corn. In other words, there would be no 
obligation on the part of the lessee except to pay ss] per building until 
they were actually used for the storing of corn, is that the way you 
construe that ? 

Mr. STARK. That is the way that we were committing ourselves for 
2,000,000 bushels of corn and the natural assumption was we were 
vomng to use enough Space for 2,000,000 bushels. 

Senator Kem. You did not commit yourself for 2,000,000 bushels 
otf corn ¢ 

Mr. STARK. We were ty ing them in together. We were not going to 
take the building unless we would get the corn, or we would not take 
the corn unless we would get the building, let us put it that way. 

Senator Kem. If you had not gotten the Commodity Credit Cor- 
poration deals through at that time, you could have tied these build- 
ings up for 2 years, could you not? 

Mr. Stark. Well, I presume you could. 

Senator Kem. Did you know about the Harris Grain Co. lease on 
buildings at Camp Crowder? 

Mr. Srark. No. 

Senator Kem. You did not know that they had made a lease at the 
time that you had yours? 

Mr. Srark. I don’t know anything about the lease. Harris had 
gone out there prior to our operations. 

Senator Kem. Did you know what they were paying ¢ 

Mr. Srark. No; just from hearsay. 

Senator Kem. You know now that it was 5 cents per square foot for 
usable space, don’t you ¢ 

Mr. Stark. I presume it was. 

Senator Kem. You know your contract provided for 2 cents per 
square foot for usable space / 

Mr. Stark. Well, Senator, the 5 cents a square foot that Harris 
paid was cheaper rent net than the 2 cents that we paid. 

In other words, I would rather have Harris’ storage at 5 cents than 
our storage at 2 cents. 

Phe CHarrMan. Tell us why, for the record. 

Mr. Srarx. Well, he had all his facilities practically right adjacent 
to the railroad track, he could take his cars right up to the rails and 
slap the stuff im the buildings: we had to truck our stuff. I think. a 
maximum of about 3 miles. 

Senator Kem. I think we all appreciate the difference in the loca- 
tion of the buildings. It has been testified that no money was paid 
nto the Midwest Storage & Realty. Inc.. until October 18. 1949. Is 
that correct / 

Mr. STARK. Well. if the record shows that. | don't know the 
d ife. 

Senator Kem. Is that the date you paid for your capital stock ? 

Mr. Stark. I could not tell you that without looking it up. 

Senator Kem. Did you pay for your capital stock at least a month 
after the execution of the War Assets contract ? 

Mr. STARK. I could not tell vou about the dates. 

Senator Kem. You don’t know? 

Mr. Stark. Our records in the company will show what date it was 


paid. 
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Senator Kem. Did you know that no financial statement was given 
to Commodity Credit Corporation at the time the contract was nego 
tiated with Midwest, as required by the regulations ? 

Mr. Srark. No. 

Senator Kem. You heard Mr. Myers’ testimony that his recollection 
was that a financial statement was furnished some 30 days later. Do 
you know anything about that ‘ 

Mr. Srark. I was trying to refresh my memory on that. I had 
recollection that we did furnish him with a statement at some period, 
but I could not tell you what date, or what vear. 

Senator Kem. Have you got a copy of the statement / 

Mr. Srark. I haven't got a copy of the statement. 

Senator Kem. Do you know what was in it / 

Mr. Srark. I presume it would just show our capital paid in. 

Senator Kem. So then it must have been after October 18, 1949 / 

Mr. Stark. Well, I could not tell you that, either. 

Senator Kem. You know that it was after October 18, 1949, do you 
not ¢ 

Mr. Stark. My memory is not very good to refresh back 3 years 
and tell you exact dates. The records of the company show that. 

Senator Kem. You misunderstood my question, Mr. Stark. IT was 
asking you, since it has been shown that no money was paid into the 
company until October 18, 1949, that if a financial statement had been 
furnished prior to that time, it would have shown or disclosed that 
the Midwest Co. had no assets, is that correct ¢ 

Mr. Srark. Yes. 

Senator Kem. Therefore it is fair to Say that at the time the so 
called lease was executed by War Assets and the so-called uniform 
storage contract was executed by Commodity Credit Corporation, that 
they were dealing with a company with no assets, except these unpaid 
subscriptions to capital stock ¢ 

Mr. Stark. Yes. 

Senator Kem. Now, did you know about the business relationship 
existing between Quirk J. Bernard and Dan M. Nee? 

Mr. Srark. I never met Mr. Bernard, and did not know Harry 
Easley or Paul Edwards prior to the time I went down there. 

Senator Kem. Did you know that a business relationship existed 
between Mr. Nee and Mr. Bernard ¢ 

Mr. Srarx. Not until after the whole thing was over. 

Senator Kem. How do you mean “over”? 

Mr. Srark. Until our whole transaction was completed. 

Senator Kem. You mean after you had delivered the grain to the 
Government ¢ 

Mr. Stark. I mean it was before that. 

Senator Kem. When did you learn that? 

Mr. Stark. Well, 1 don’t know what time, but it was after our nego- 
tiations had been completed. 

Senator Kem. It was after your negotiations had been completed ? 

Mr. Srark. Yes. 

Senator Kem. Did you know it at the time the trucks were bought 
from Bernard Motors, Inc. | 

Mr. Srark. I bought the trucks. 

Senator Kem. Did you know about the business relationship that 
existed between Mr. Bernard and Mr. Nee at that time? 
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Mr. Srark. I did not know anything about it, except at that time— 
I could probably explain it a little more. This whole handling down 
there required quick handling, and I suggested that we buy trucks 
right away to get the project going; and after we bought them, we 
found out we could contract trucks and labor cheaper than we could 
own them. 

Senator Kem. How did you happen 

Mr. Srark. Excuse me. I will answer that later. Then when I 
started buying trucks, Nee told me he was interested in the company 
and we could probably get trucks through them. 

Senator Kem. Did you realize this was the same company that was 
headed by Quirk J. Bernard who assigned the lease to you from War 
Assets ¢ 

Mr. Srark. I did not know that until after the whole thing was over. 

Senator Kem. How do you mean you did not know that until the 
whole thing was over ? 

Mr. Srark. As I explained to you before, until we started the actual 
operation, started to go into operation. 

Senator Kem. When you say the whole thing was over, what do you 
mean ¢ 

Mr. Srark. I mean until we could get organized to take in corn, put 
it that way. 

Senator Kem. Did you know it at the time you bought the trucks? 

Mr. Srark. I did not know he was associated with it. 

Senator Kem. But you knew this was the same Bernard that signed 
the lease ? 

Mr. Srark. Yes. 

Senator Kem. Were you interested in ordering the trucks from 
Bernard Motors? 

Mr. Srark. Not a bit. 

Senator Kem. How did you happen to place the order in Lexington Y 

Mr. Srark. How did I happen to place the order in Lexington? 

Senator Kem. Yes. 

Mr. Srark. Mr. Nee was interested in the company. 

Senator Kem. As a matter of fact, Lexington is some 80 miles east 
of Kansas City, isn’t it? 

Mr. Srark. I presume so, yes. 

Senator Kem. Your operation was some 170 or 180 miles south of 
Kansas City? 

Mr. Srark. Yes, but you can get trucks anywhere. It does not make 
any difference whether you get them at St. Louis or wherever you want 
to buy them, if they deliver them. 

Senator Kem. When you bought them in Lexington you were not 
buving them in the vicinity of your operation ? : 

Mr. Stark. No, no 

Senator Kem. Are you familiar with the regulation of the War 
Assets that has been referred to in the testimony to the effect that no 
employee shall take final action with respect to any official disposal 
transaction if he has or has had any personal or business relationship 
with any person, firm, or corporation which is involved ? 

Mr. Starx. No. 

Senator Kem. You did not know anything about that ? 

Mr. Srark. No. j 
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Senator Kem. You did not know that regulation existed at the time 
the contract was made? 

Mr. Srarx. No. 

Senator Kem. Who suggested that the uniform grain storage agree 
ment in customary use by ‘the ( ‘ommodity Credit Corporation should 
be modified in the case of Midwest to contain the firm commitment 
on behalf of the Commodity Credit Corporation ! 

Mr. Stark. You mean who made the suggestion / 

Senator Kem. Yes. 

Mr. “siggy ’ Well, I don’t know. I think I probably made the 
suggestion. As I told you before, if I went into this thing I would 
not go into if “unless they were both tied up, that I was not going to 
lease buildings unless we had a commitment, or I would not take the 
commitment unless we had the place to put it. At that time the 
Commodity Credit had their tongue out for space. They were after 
every elevator in the whole trade territory, trying to get them to give 
up space for corn. 

Senator Kem. Under those circumstances how do you account for 
the memorandum in the file, signed by Mr. Cowan and addressed to 
Mr. Walton, that he did not know about taking on 5,000,000 additional 
square feet of storage space at Camp Crowder in view of the fact that 
that grain had to move to the Gulf? 

Mr. Srark. In view of the fact that that grain had to move to the 
Gulf? 

Senator Kem. Yes. 

Mr. Stark. I just don’t understand what you mean. 

Senator Kem. Well, it has been shown in the evidence that there 
appears in the files of the Commodity Credit Corporation a memo- 
randum addressed by Mr. Cowan to Mr. Walton expressing some doubt 
as to whether it would be wise to take on 5,000,000 additional storage 
in Camp Crowder. 

Mr. Srark. I will put it this way: The Commodity Credit were 
always trying to get their grain in position. What I mean by that, 
they did not want to send corn to Camp Crowder and then bring it 
back to Kansas City, or to Kansas, Missouri, or Nebraska to feed. 
What they were trying to do was to get the corn in position where 
it could go on to the Gulf at through rates. 

Senator Kem. This memorandum it seems to me indicates that Mr. 
Cowan at that time had some doubt about whether he ought to make 
this deal or not. 

Mr. Stark. For that additional grain ? 

Senator Kem. For as much as this. 

Mr. Srark. I don’t know anything about that. 

Senator Kem. In other words, there seemed to be a situation where, 
as far as Mr. (Cowan was concerned, he was not urging it. but there 
was some question in his mind whether it was wise to go ahead with it. 

Mr. Stark. Probably what he had in mind is he did not want to 
get corn out of position. 

Senator Kem. The memorandum shows clearly what he had in mind. 
Here is the memorandum: 

Since we already have Harris working Crowder and since grain will not 
ig _ rairmoton gs re except to Gulf, I don’t know about another! 5,000,000 at Crowder 
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And there are three question marks. 

Mr. Stark. Well, I presume what he was referring to, as I told you 
before, they tried to keep their corn at the source, in other words, as 
near the shipping point as they could. 

Senator Kem. ‘There is no reason to believe that Mr. Cowan at 
that time was all hepped up about getting this deal, was there 

Mr. Srark. I don’t know. As I said before. they had their tongue 
out for space, that might change 10 days or 30 days hence. 

Senator Kem. Was he so anxious to get additional space at Camp 
Crowder, in view of the shipping situation at Crowder? 

Mr. Srark. If they make a transaction today to commit themselves 
for corn, they will ship corn, but the conditions might change where 
they have a different outlet for corn entirely, or wheat, or whatever 
vou might call it. 

’ Senator Kem. Have you made other grain storage agreements with 
Commodity Credit Corporation ¢ 

Mr. Srarkx. Through our normal elevator, yes. 

Senator Kem. That is the Midcontinent Grain Co. ? 

Mr. Stark. Yes. 

Senator Kem. Did you ever make one in Hutchinson, Kans. ? 

Mr. Srark. No. 

Senator Kem. Were vou interested in any grain storage agreement 
in Hutchinson, Kans. ? 

Mr. Srark. No. 

Senator Kem. Was the Midcontinent interested in that ? 

Mr. Srark. No. 

Senator Kem. What is the usual practice with reference to financial 
statements when you have contracted with Commodity Credit Cor 
poration ¢ 

Mr. STARK. Well. the usual practice is to give them a financial 
statement. 

Senator Kem. You have done that in all other cases « xcept this? 

Mr. Srark. Yes. 

The CratrmMan. I think the witness said the financial statement 
was furnished. 

Mr. Stark. Yes, it was my understanding it was furnished. 1 
thought it was furnished. 

Senator Kem. It was not furnished until 30 days after the contract 
was made. The regulation requires that it be furnished at the time 
of the execution of the contract. 

The CuHarmman. I understand. 

Senator Kem. In these other cases, you furnished a statement at the 
time of the execution of the contract ? 

Mr. Srark. I don’t know as I can tell you it was at the time or 
} days afterwards or 3 day s before. 

Senator Kem. You would not expect to furnish it after the contract 
had been executed and delivered to you, would you? 

Mr. Starx. Well. we might send it over there after that, I don’t 
remember. 

Senator Kem. Would you expect to get execution and delivery ? 

Mr. Stark. I just don’t know how technical they are on that. 

Senator Kem. Well, that is a rather important provision, isn’t it, 
for the protection of the Government’s interest ? 
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Mr. Srark. I think if you are doing business with a reliable firm, 
if you tell them it is on the way over there, it is in the mail, I don’t 
see any objection to that. 

Senator Kem. Midwest was a firm that had never done business 
before with them ? 

Mr. Srark. Yes, but they knew the personnel. 

Senator Kem. The personnel was not responsible for the contract / 

Mr. Srark. That is true. 

Senator Kem. As a taxpayer and as a grain man would you approve 
of your Government executing contracts ‘of this kind without receiving 
financial statements from the person with whom it was made? 

Mr. Srark. I think it depends on the way it was made, the way 
they were dealing with it, if they did a good job. 

Senator Kem. Do you approve of it as a general practice ? 


Mr. Srark. I don't know whom they are doing business with. If 


they know who they are doing business with, yes. 

Senator Kem. Do you think that is a practice that the Members 
of Congress should encourage ¢ 

Mr. Stark. I don’t know. 

Senator Kem. Who made the suggestion originally that there be 
a firm commitment of 2 million bushels ¢ 

Mr. Srark. I think I made that. 

Senator Kem. You made that? 

Mr. Stark. Yes. 

Senator Kem. And your purpose was to protect yourself ? 

Mr. Srark. Well, again I say I would not commit myself to the 
storage unless we had a commitment on the corn, or I would not 
commit myself on the corn unless we had a commitment on the 
buildihgs. 

Senator Kem. I can see that, but here the Government was com 
miting itself and getting no commitments from you. You were get- 
{ing an option on the property and you did not have to exercise it 
unless you wanted to. You were making, as I interpret the contract, 
no further commitment beyond the 2 million bushels that the Com 
modity Credit Corporation agreed, as a firm commitment, to store. 

Mr. Stark. Well, we just took the space for 2 million bushels and 
we put 2 million bushels of corn in there. 

Senator Kem. Why did the Uniform Grain Storage contract men 
tion 6 million bushels ? 

Mr. Srark. Well, there was a possibility at that time, at the time 
that we were negotiating this that we might get some additional build 
ings down there, and we had our sights set on putting more grain in 
the buildings than we possibly could. The buildings just were not 
adequate. We were informed they were structurally O. K., but to our 
sorrow we found otherwise. 

Senator Kem. Did you understand the bond would be increased 
if you stored more than 2 million bushels? 

Mr. Srark. Definitely so. 

Senator Kem. Why was that not done? 

Mr. Stark. As I say we had approximately 2 million bushels. 

Senator Kem. When you passed the 2-million-bushel figure was 
not an additional bond exacted or furnished ? 

Mr. Stark. I could not answer that. 

Senator Kem. I believe that is all, Mr. Chairman. 





dl 
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The CuarMan. Any further questions / 

Senator Arken. I would like to ask him this question: If you had 
not received any corn at all to store you would have lost the $161, is 
that right, $1 for each building ¢ 

Mr. Srark. I presume so, yes. 

The CuarrMan. As | pointed out this morning or yesterday, you 
had to insure those buildings. 

Mr. Srark. I insured the buildings at the value set by the War 
Assets. 

The CuairmMan. You did that immediately 4 

Mr. Srark. I just could not tell you what date the insurance was 
puton. It isallin the records. Our policies will show that. 
~ The Cuarman. Thank you very much. 


Mr. Edwards. 


TESTIMONY OF PAUL B. EDWARDS, EDWARDS CONSTRUCTION CO., 
JOPLIN, MO. 


Phe CuarrMan. Do you solemnly swear to tell the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Epwarps. I do. 

The CuatrrmMan. And now, Senator Kem, in order to maybe prevent 
possible repetition, would you want to proceed with Mr. Kdwards ¢ 

Senator Kem. Yes. 

You are Paul B. Edwards? 

Mr. Epwarps. Yes. 

Senator Kem. Where do you live? 

Mr. Epw ALRDs. Joplin, Mo. 

Senator Kem. What business are vou engaged in? 

Mr. Epwarps. Contractor. 

Senator Ky M. You are one of a series of stockholders of the Mid 
west Storage & Realty. Ine. ? 

Mr. Epwarps. I was at one time. 

senator Ky u. Did vou take part mm the negotiation of the or final 
agreement Ww ith War (Assets / 

Mr. Epwarps. I did not. 

Senator Kem. Did you meet at any time any of the members of the 
War Assets staff ? 

Mr. Epwarps. I did. 

senator Ky M. Whom did you meet 4 

Mr. Epwarps. I met Mr. Turney, Mr. Bernard, Mr. Smith. and Mr. 
Jackson, . 

senator Ky M. Where did you meet them ? 

Mr. Epwarps. I met them at the camp. 

Senator Kem. You met them at the camp W hen / 

Mr. Epwarps. In June, in July, and August. They were there at 
different intervals. 

Senator Ky M. Before the execution of the contract ? 

Mr. Epwarps. That was before the execution, ves, sir. 

Senator Kem. And did you talk with them about the possibility of 
getting a lease on some of the buildings in Camp Crowder? 

Mr. Epwarps. Well, Mr. Turney came down there and was talking 
about having the buildings down there and there was a need of space 
to store grain in, and he asked me if I knew anyone who would be 
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interested in it. So I called Mr. Easley and Mr. Easley came down, 
and we talked for a while, and then Mr. Turney went back to Kansas 
City the next evening and Mr. Easley went back to Webb City. 

Senator Kem. How did you happen to call in Easley ¢ 

Mr. Epwarps. Well, he is always interested in trying to get along i: 
this world. 

Senator Kem. Well, we are all interested in that. Had he had any 
previous experience in that? 

Mr. Epwarps. No, not as I know of. 

Senator Kem. Did you at any time go to Kansas City / 

Mr. Epwarps. No. At any time? 

Senator Kem. I mean in connection with this matter. 

Mr. Epwarps. Not to meet anyone in connection with this matter 

Senator Kem. You did not participate In any of the negotiations 
there ¢ 

Mr. Epwarps. None at all. 

Senator Kem. After the contract was executed you had a contract 
to look after the operation, didn’t you ? 

Mr. Epwarps. I would not say it was a contract. We all came to 
a gentlemen’s agreement what we would do in the corporation, and | 
told them I would use my money to go ahead and repair the buildings 
and get them ready for storage and they could pay me back what | 
had paid out. 

Senator Kem. And they paid you some $13,000 for your services? 

Mr. Epwarps. That is right. 

Senator Kem. Now at that time you were the maintenance con- 
tractor at Camp Crowder? 

Mr. Epwarps. I had the P. and M. contract. 

Senator Kem. That is the Protection and Maintenance contract? 

Mr. Epwarps. Yes. 

Senator Kem. Whom was that executed with? 

Mr. Epwarps. With War Assets. 

Senator Kem. Was that contract canceled on December 12, 1949? 

Mr. Epwarps. Yes. 

Senator Kem. On what ground? 

Mr. Epwarps. I could not tell you that, sir. 

Senator Kem. You don’t know why your contract was canceled ? 

Mr. Epwarps. No, sir. 

Senator Kem. Did not they tell you why they canceled it ? 

Mr. Epwarps. No, sir. 

Senator Kem. They did not? 

Mr. Epwarps. No, sir. I had requested it previously. 

Senator Kem. You asked them to cancel it? 

Mr. Epwarps. I did, sir. I called Dan M. Nee. I was in Texas and 
I called in Dan M. Nee to ask to be relieved as soon as I could 
immediately. 

Senator Kem. Was anything said at that time about any expense 
item that you put in? 

Mr. Epwarps. Yes, sir. 

Senator Kem. Will you tell us what that was? 

Mr. Epwarps. It was for moving some grain buildings. 

Senator Kem. And how much was that? 

Mr. Epwarps. It was $150. 
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Senator Kem. What was the position of the Government with ref- 
erence to that ? 

Mr. Epwarps. The bill that was sent in was for a contract proposal, 
and when the check came back it was for a refund of an expense. 
That was the difference. 

Senator Kem. What difference was there? 

Mr. Epwarps. The difference was that they did not want me to get 
any percentage on it and that is why it was turned down, and that 
was the request that I had to make, to send this bill in. 

Senator Kem. What did you bill the Government for this? How 
much ¢ 

Mr. Epwarps. $165. 

Senator Kem. How much did you pay out? 

Mr. Epwarps. I think $50. 

Senator Kem. And they found out the facts about that? 

Mr. Epwarps. Yes. 

Senator Kem. And they canceled your contract ? 

Mr. Epwarps. Now that was not in the cancellation, but I had a con- 
tract agreement with E. D. Turney to charge the $150 plus a per- 
centage. That was the agreement. 

Senator Kem. Did you know that Mr. Bernard and Mr. Nee were 
business associates at the time of the execution of this lease? 

Mr. Epwarps. I knew it when it came out in the paper. 

Senator Kem. You mean at the time of the organization of Bernard 
Motors? 

Mr. Epwarps. That is right. 

Senator Kem. That was in April 1949? 

Mr. Epwarps. That is right. 

Senator Kem. So you must have known it at the time of the execu- 
tion of the lease. 

Mr. Epwarps. That is right. 

Senator Kem. Did you know of the regulation in the War Assets 
regarding personnel and business connections ? 

Mr. Epwarps. No, sir, I did not. 

Senator Kem. When did you first hear that there was such a regula- 
tion ¢ 

Mr. Epwarps. Yesterday. 

Senator Kem. You did not know about it before? 

Mr. Epwarps. No, sir. 

Senator Kem. Did you know anything about the execution of the 
grain storage agreement ? 

Mr. Epwarps. No, sir. 

Senator Kem. Did you know that the so-called Uniform Storage 
Agreement was not exactly followed, that there were provisions in- 
corporated in the agreement that were unusual in this case? 

Mr. Epwarps. I found that out yesterday. 

Senator Kem. Did you know no financial statement was furnished at 
the time by Midwest ? 

Mr. Epwarps. No, sir. 

Senator Kem. When did you first know that? 

Mr. Epwarps. Yesterday. 

Senator Kem. You knew at the time the contract was executed that 
no capital payments had been made on subscriptions to the corpora- 
tion ¢ 
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Mr. Epwarps. Just only subscription agreements. 

Senator Kem. You knew they had not been made at the time? 

Mr. Epwarps. That is right. 

Senator Kem. And those payments were not made until some 30 
days later? 

Mr. Epwarps. Something like that. 

Senator Kem. I believe that is all. 

The CuHarMan. Any questions, Mr. Cotter? 

Mr. Correr. Yes. 

Mr. Edwards, did you do any work for the Harris Grain Co. ¢ 

Mr. Epwarps. Yes, sir. 

Mr. Correr. And did you bill them for any material ¢ 

Mr. Epwarps. Yes, sir. 

Mr. Correr. Was any of that material War Assets material from 
the Harris Co. ¢ 

Mr. Epwarps. No, sir. 

Mr. Correr. I notice on here certain telephones. 

Mr. Epwarps. That was surplus material, sir. It had been at one 
time war surplus. 

Mr. Correr. How did it come into your possession ? 

Mr. Epwarps. I purchased it, I and Mr. Easley. 

Mr. Correr. From War Assets ¢ 

Mr. Eowarps. That is right. 

Mr. Correr. Whom did you purchase it from? 

Mr. Eowarps. From the War Assets, Mr. Easley and I. 

Mr. Correr. | notice on here “nine floodlights.” 

Mr. Epwarps. Yes. 

Mr. Correr. $31.50. 

Mr. Envwarps. That is right. 

Mr. Correr. Electric wire. 

Mr. Epwarps. Yes, sir. 

Mr. Correr. Three telephones. 

Mr. Epwarps. That is right. 

Mr. Correr. $30. 

Mr. Epwarps. That is right. 

Mr. Correr. Were you and Mr. Easley in this transaction together? 

Mr. Epwarps. We own the Webb City Supply. 

Mr. Correr. You purchased this material ¢ 

Mr. Epwarps. Three different surplus sales. 

Mr. Correr. Whom did you deal with in War Assets? 

Mr. Epwarps. Well, now, 1don't know. Mr. Easley did the buying, 
but it came out on a regular bid. 

Mr. Correr. Mr. Turney 4 

Mr. Enwarps. Ed ‘Turney was usually the man. 

Mr. Correr. Was he the man that handled the sales there ? 

Mr. Epwarps. Yes. 

Mr. Correr. Did you get them by bid or negotiation / 

Mr. Eowarps. Now, I honestly could not tell you that. 

Mr. Correr. You have another bill here for $964.31 for material. 

Mr. Epwarps. That is right. 

Mr. Correr. What was that material ¢ 

Mr. Epwarps. That was a truckload of Arkansas lumber from the 
Meek Lumber Co., the Charles C. Meek Lumber Co. 
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Mr. Corrrer. We see among your papers here a letter dated Decem 
ber 6, 1949 to Mr. Quirk J. Bernard from Mr. Dan M. Nee, Mr. Quirk 
Bernard in his capacity as regional director of War Assets, in which 
he advises that as your attorney and because of vour physical condi- 
tion he deems it advisable that you relinquish and surrender your 
contract with War Assets effective December 15, 1949. 

Mr. Epwarps. That is right. 

Mr. Correr. Is that entirely consistent with the testimony you just 
gave ¢ 

Mr. Epwarps. Yes, sir. 

Mr. C OTTER. | thought ] understood you to Say that vou were a 
little mysterious as to why that contract was terminated. 

Mr. Epwarps. I had asked for it mvself, but why it was terminated, 
I do not know that. But l had asked for termination, because I had 
had a heart attack. 

Vir. Co rER. When did you have the heart attack 4 

\ir. Epwarps. In November. 

Mr. Correr. When vou were in Texas? 

Mr. Enwarps. That is right. 

Mr. Correr. Were vou laid up there / 

Mr. Epwarps. I did not do any work at all until the following June. 

Mr. Correr. Did your company do most of the construction work 
requ red to shore up these LO0-some-odd buildings 4 

Mr. Epwarps. That is right. 

Mr. Correr. Did that entail a substantial amount of beams. lumber, 
and so forth / 

Mr. Epwarps. Yes. 

Mr. Correr. Where d d you pure hase that material ¢ 

Mr. I pWARDS. Most of it from a man by the name of Wilson. He 
furnished practically all the beams, the 2 by 12,3 by 12, stuff like that. 

Mr. Correr. Was he a local sawmill man / 

Mr. Epwarps. Yes, sawmill lumber. 

Mr. Correr. Did you pay for those / 

Mr. Enwarps. I paid for those. 

Mr. Correr. Was it included in your bill / 

Mr. Enywarps. That is right. 

Mr. Correr. How large a crew did you have working there ? 

Mr. Epwarps. I believe the record shows I had something like 79 
mien. 

Mr. CorTrer. You had somethin 

Mr. Enwarps. That is right. 

Mr. Correr. Working for how long / 

Mr. Epwarps. Oh, approximately a month. 

Mr. Correr. And this was all accomplished Ina month 4 

Mr. Epw LRDs. That Is right. ‘| here was still SOTLE work to be done 


like «:) men ‘ 


when I had to give up. 
Mr. Correr. What percentage of it was completed when vou gave up / 
Mr. Eowarps. I would say between 60 and 70. 
Mr. Correr. Between 60 and 70 percent was done / 
Mr. Epwarps. Yes. 
Mr. Correr. Did you buy all the material for the work ¢ 
Mr. Enywanrps. I just bought what I used. 
Mr. Correr. You were buying it as you used it ¢ 
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Mr. Epwarps. Yes. In fact, we were taking his production, that 
he was making, and we bought other lumber besides. 

Mr. Correr. Your figure of $13,000 would appear to be quite reason 
able for that amount of construction work. I am wondering if you 
got some of your material from surplus that was at the camp site. 

Mr. Epwarps. The only surplus that was used, that War Asset: 
represented was there, and all the lumber, that was marginal lumber, 
usable lumber, I will say, which they picked out to be stored in the 
building and locked up when it was completed, and all that was used 
was short pieces of plywood that were not standard size, and plaste: 
boards that we used that winter, because you can’t put away old, 
used plasterboard. ‘ 

Mr. Correr. These lights and other things that you and Mr. Easley 
purchased, were they out of the buildings? 

Mr. Epwarps. No, they were not inside lights, they were outsid 
lights in an area that had been abandoned and everything was sold 
out, the high lines and their poles and all were sold. 

Mr. Correr. I think that is all. 

The Cuarmman. Any further questions? If not, thank you very 
much, Mr. Edwards. 

Mr. Nee. 

The Cuamman. Do you solemnly swear to tell the truth, the whol 
truth, and nothing but the truth, so help you God? 


Mr. Nee. I do. 


TESTIMONY OF DAN M. NEE, SECRETARY, MIDWEST STORAGE & 
REALTY, INC., KANSAS CITY, MO. 


The Cuamman. Will you give your name in full for the record? 

Mr. Nee. Dan M. Nee. 

The Cuamman. Your occupation ¢ 

Mr. Nee. An attorney. 

The Cuarrman. Senator Kem, you might proceed. 

Senator Kem. You live in Springfield, Mo? 

Mr. Nee. Yes. 

Senator Kem. Is that your home? 

Mr. Nev. Well, Senator, I live in Springfield and Kansas City. My 
home has been in Springfield since I was a youngster, and I have 
resided in Kansas City since 1933. 

Senator Kem. How far is Springfield from Camp Crowder? 

Mr. Ner. I would estimate 60 miles. 

Senator Kem. How far is it from Kansas City ? 

Mr. Ner. Camp Crowder ? 

Senator Kem. No; how far is Springfield from Kansas City ¢ 

Mr. Ner. It is about 178 miles. 

Senator Kem. You have practiced law in Springfield and in Kansas 
City? 

Mr. Neer. That is right. 

Senator Kem. And you are now engaged in the practice of law in 
Kansas City? 

Mr. Ner. I have an office in Springfield also, Senator. 

Senator Kem. You have occupied various governmental positions ¢ 

Mr. Neer. Yes. I was collector of internal revenue from Septem 
ber 1933 to January 148. 
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Senator Kem. Have you occupied other positions ? 

Mr. Nee. Yes, sir, I was prosecuting attorney of Greene County 
and city attorney of Springfield. 

Senator Kem. Were you recently an unsuccessful candidate for 
another posit ion ¢ 

Mr. Nee. Sir? 

Senator Kem. Were you recently an unsuccessful candidate for 
another position ¢ 

Mr. Nee. Yes. 

Senator Kem. What position was that ? 

Mr. Neer. Governor. 

Senator Ky M. (vovernor of Missour | ( 

Mr. NEE. Yes. I was the second man in a four-man race. 

Senator Kem. For the Democratic nomination ¢ 

Mr. Neer. That is right. 

Senator Kem. Which would have been equivalent to an election / 

Mr. Nee. It would have been in 1948: it would not have been in 
1946. 

Senator Kem. How long have you known Quirk J. Bernard? 

Mr. Nez. Well, I can’t definitely say, but I think that I met Mr. 
Bernard before I went to Kansas City in 1933. The reason I fix that 
vear, I was active in the American Legion and so was he. In 1928 I 
was State commander of the American Legion. I think that was 
about the time I met Mr. Bernard. 

Senator Kem. And in April 1949, you and he organized the Bernard 
Motors Co. ¢ 

Mr. Nee. That is right. 

Senator Kem. At that time it was published in the Kansas City 
Star that he had resigned his WAA position “effective last Friday”; 
is that correct / 

Mr. Neer. His intention was to resign at that time, yes. 

Senator Kem. The piece in the paper said: 

“On April 24, 1949 this resignation was an accomplished fact effec- 
tive last Friday,” did it not? 

Mr. Nee. I don’t recall the article in the paper, but I knew that was 
his intention. 

Senator Kem. Could we have that article, Mr. Secretary ¢ 

You and he at that time had organized the Bernard Motors, Inc. ? 

Mr. Nez. That is right. 

Senator Kem. With an authorized capital of $75,000 and with 
$50,000 paid in? 

Mr. Nee. That is right. 

Senator Kem. And the incorporators were Mr. Bernard, Mrs. Bern- 
ard, Mr. Nee and Mrs. Nee: is that correct ¢ 

Mr. Ner. That is right. 

Senator Kem. When did you conceive the idea of negotiating the 
agreement with the Government with reference to the storage of grain 
at Camp Crowder ? 

Mr. Neer. Well, that was sometime in, I would say, June of 1949. 

Senator Kem. I have this article here now. I don’t know that it is 
a matter of great importance, but the article says that: 


The 50-year-old Bernard resigned his WAA position effective last Friday 


You remember the article appeared in the paper, don’t you ‘ 
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Mr. Neer. Senator, I don’t recall at this time that I saw it. 1 knew 
at that time he was going to resign and was going to operate the auto 
mobile company. 

Senator Kem. He did resign ¢ 

Mr. Nee. Not at that time. 

Senator Kem. He changed his plans? 

Mr. Neer. Yes. 

Senator Kem. But you and he went ahead with the Bernard Motors‘ 

Mr. Nee. That is right. 

Senator Kem. When you first took the subject up of getting this 
agreement with the Government, whom did you contact? 

Mr. Neer. Well, the history, the way I got into it, was Mr. Easley 
mentioning it to me on an occasion when I was in Joplin, that a Mr. 
Turney had contacted him relative to the possibility of he leasing 
some building there. and he stated about Harris having a contract, 
or lease with the War Assets for the storing of grain. I was unde: 
the impression he wanted to know if I knew of anyone that might 
have grain available for storage. Now, I did not know, and at that 
time he (Easley) and I both were under the impression that Harris 
was storing individual grain. I had no knowledge of the Commodity 
Credit program at that time, I did not know they were storing grain. 

Senator Anperson. Harris was storing individual grain, wasn’t he / 

Mr. Nerv. At that time I understand he was. I found out since then. 
So T made some inquiry and finally someone told me that Mr. Myers 
was storing grain in an elevator up at Bosworth, and I contacted Mr. 
Myers and told him what the situation was, and [ think he told me 
them, perhaps, that he was familiar with or had knowledge of Harris 
leasing down there. 

So he was the one. the first one who ever told me that the Com 
modity Credit was leasing temporary storage for grain. So when | 
first became interested I did not know Commodity Credit was eve! 
in the picture at that time. 

Senator Kem. Your original idea or possibility that you had in 
mind was that you might lease this space at Camp Crowder for 
grain storage operation with private owners ¢ 

Mr. Nee. Yes; individuals, yes, private individuals. 

Senator Kem. Well, what was the first Government official that 
you contacted with reference to this matter ¢ 

Mr. Neer. Mr. Turney 

Senator Kem. Mr. Turney? He was at the War Assets? 

Mr. Neer. That is right. 

Senator Kem. Then, after talking to him, who further did vou 
talk with? 

Mr. Nee. Mr. Smith. 

Senator Kem. That is William B. Smith? 

Mr. Nee. I couldn't recall his first name, but I know he was Mr. 
Smith. 

Senator Kew. He was then acting deputy regional director? 

Mr. Nee. I didn’t know what position he had, but I talked to Mr. 
Turney, Mr. Smith and Mr. Joyce; Joyce was the attorney for Wai 
Assets. ; ; ; 

Senator Kem. Who else did vou talk with? 

Mr. NEE. U ntil the terms of the | iense were agreed upon, the ‘Vy were 
the only ones I talked wi ith. 
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Senator Kem. Well, have you heard the statement made by Mr. 
L. S. Vandover in his letter to Mr. Kendall of the committee staff to 
the effect that he talked with William B. Smith, who said that insofar 
as he knew, and he was the acting deputy regional director of the 
Office of Real Property Disposal, that neither he nor any members of 
the staff had been consulted or been advised or had anything to do 
with this matter in Mr. Bernard’s office, to wit, the signing of the lease ? 

Mr. Nee. Yes. I heard that, Senator, but if that is the Smith—I 
talked to a Smith, there is no question about that. It was in his 
office, and Mr. Joyce's office, and Mr. Turney’s office. 

Senator Kem. Were you present when the War Assets agreement 
was signed by Mr. Bernard ¢ 

Mr. Nee. Was I present; I would not want to be certain. I re- 
member this: that the terms were agreed upon, and Mr. Joyce pre- 
pared the lease and discussed it—we discussed the fact that our lease 
was generally followiny the terms of the Harris lease. But I never 
saw the Harris lease; and he had it in final firm form, and we went 
out to go over it, and we did. Mr. Turney, I recall at the time, was 
not there. 

Senator Kem. Who suggested that the paper be put in the form of 
an option instead of a firm lease? 

Mr. Neg. Well, Senator, I never heard it referred to as an option 
until yesterday. 

Senator Kem. Well, it is that, is it not? 

Mr. Neer. Well, you are a very esteemed attorney. It could be your 
interpretation of it, but I never considered it that until you brought 
it up that way. 

Senator Kem. Well, you feel clear that that is the legal effect of it 
now, do you not? 

Mr. Ner. Well, I really just don’t know. I would say yes, on that; 
but we referred to it as a lease all the time and considered it a firm 
lease. 

Senator Kem. I know. 

Mr. Nee. And never considered it as an option. 

Senator Kem. It is called in the heading a lease, but when you read 
the fine print you see that it is an option. 

Mr. Nee. It could be; I am not questioning that at all. 

Senator Kem. Do you know James L. Hornbostel ? 

Mr. Neer. I do. 

Senator Kem. Do you know him? 

Mr. Nez. Yes, he was—— 

Senator Kem. He was associate regional counsel in Kansas City in 
October 1949. 

Mr. Neer. He was out there. 

Senator Kem. Did you know he examined that lease and made a 
report to the effect that it was not a lease but an option, and if none 
of the buildings had been used for the storage of corn, no money, other 
than $1 per building would have been paid to War Assets? 

Mr. Neg. No, sir; I never knew that, Mr. Senator, until it was 
mentioned this morning, or yesterday. 

Senator Kem. Do you know that he pointed out that the lease con- 
tained an option to renew, and that Midwest could keep 163 buildings 
tied up for 2 years without using them for corn ? 
Mr. Nee. I didn’t know anything about that letter. 
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Senator Kem. That would include this, that you did not know that 
he gave an opinion—that it was his opinion—that the best interests 
of the Government were not served in connection with the lease ? 

Mr. Neg. I didn’t know that; I didn’t know that. 

Senator Kem. Do you know whether Mr. Quirk J. Bernard ever 

talked over the telephone with Mr. Harry Easley in July 1949? 

Mr. Nez. I don’t. 

Senator Kem. Do you know anything about him talking over the 
phone again in August 1949 

Mr. Ner. I don’t. 

Senator Kem. Do you know any occasion that Mr. Bernard would 
have to talk with Mr. Easley? 

Mr. Nes. I don’t. 

Senator Kem. Did you suggest to Mr. Bernard that this agreement 
with the Government, with War Assets, contained this option feature / 

Mr. Nez. Well, the option feature, I think’it was agreed—I think 
Mr. Stark and Mr. Myers and myself were in conferences, and w 
didn’t want to start the payments until we actually took possession. 
Whether I suggested that or whether it came out of the conference, 
I wouldn’t say, Senator. 

Senator Kem. You did be know who suggested it ¢ 

Mr. Nez. No, I don’t. I don’t know whose idea it was. 

ong Kem. It was a right neat idea, was it not? 

Mr. Nee. I am inclined to give Mr. Stark credit for it. 

Se manne ‘Kem. The effect of it was to give you 2 years to decid: 
whether you wanted to use the buildings or not. 

Mr. Ner. I can see your position on it. 

Senator Kem. Did you talk with Mr. Bernard about the amount 
of the rent that was to be paid under this lease ? 

Mr. Neg. No, sir. 

Senator Kem. Who negotiated that? 

Mr. Nee. Mr. Turney, ‘with Mr. Joyce, and this Mr. Smith. Now, 
whether it is that Mr. Smith or some other Smith— 

Senator Kem. Mr. Bernard did not have anything to do about that ! 

Mr. Nez. No, sir; I never talked to Mr. Bernard, never mentioned 
the terms of the lease to Mr. Bernard at ail. 

Senator Kem. Did you know at that time that the Harris Graii 
Co. lease called for 5 cents per square foot of usable floor space and, 
that your lease called for 2 cents per square foot ? 

Mr. Nee. I knew that Harris was paying 5 cents per square foot 
for warehouse buildings adjacent to the railroad tracks. It didn't 
need or require any work, supporting of floors, and the car would be 
set right next to the buildings and just unload without trucking and 
other unloading expense. 

Senator Kem. You felt that those differences justified the lower 
price in your lease? 

Mr. Nee. Very definitely. 

Senator Kem. When was the capital stock of the Midwest Storage 
& Realty Co. paid in? 

Mr. Neer. Well, it was after the incorporation, and as evidently 
from the records, it was after the execution of both leases. 

Senator Kem. It is in evidence here that those payments were made 
on October 18, 1949, is that correct ? 
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Mr. Nee. I imagine that is substantially correct, Senator. 

Senator Kem. And each of the incorporators, that is, Myers, Easley, 
Nee, Stark and Edwards, made their payments at that time? 

Mr. Nee. Yes, sir. 

Senator Kem. So that at the time both the negotiations of the so- 
called lease and negotiations of the storage contracts, the Midwest 
company had no assets except these unpaid subscriptions ¢ 

Mr. Ner. That is right; but we considered those an asset. 

Senator Kem. Yes. 

Mr. Nez. And a commitment also, Senator, to advance by personal 
loan another $5,000 each up to $50,000. 

Senator Kem. Did you know that no financial statement was filed 
at the time those papers were executed ¢ 

Mr. Neer. Not at the time; I didn’t know that until here yesterday. 

senator Kt M. Yesterday ¢ 

Vir. Nee. Yes. sir: that was the first time I knew it. I knew there 
was one filed, but I didn’t recall whether it was filed at the signing of 
the lease or before or afterward. 

Senator Kem. Well, if any was filed it was not filed until after 
the capital stock was paid in, as I understand it. 

Mir. Nee. I guess that is right. 

senator Ky M. Th it was some almost 50 days after the execution 

f the storage agreement / 

\r. Ni E. Practically SO, Ves. 

“enator Kem. The financial statement did not do the Government 
nuch good at that time, did it? 

Mr. Neg. Well, it does show that they have that much capital, and 
that they had that much working capital. 

Senator Kem. Wouldn't that be a case of locking the barn after the 
norse was stolen / ) 

Mr. Neer. Well— 

Senator Kem. I am not using stolen in any sense that you are cuilty 
of that. but . : 

Mr. Nex. I see your position in it, and I agree with you. Now, 
why it was not filed mght at the time, I don’t know. We were com 
plying with every request. It could have been an oversight on the 
part of the Commodity Credit, and it could have been an oversight 
on our part. 

Senator Kem. When was the idea that the uniform storage contract 
be modified so that the Government would make a firm commitment 
to store 2 million barrels suggested ¢ 

Mr. Ni E. Two million bushels. 

Senator Kem. Two million bushels. 

Mr. Nee. That was prior to the execution of the contract. What 
date it was, I wouldn’t say. We had several conferences with 

si nator Ky M. Who suggested that provision / 

Mr. Nee. I think that was one of Mr. Stark’s ideas, or Mr. Myers’, 

wasn't mine because—— 

Senator Kem. You have had some experience in Government 


/ 


I 





service 
Mr. Ner. Yes. 
Senator Kem. As you say? 
Mr. Nez. Yes. 
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Senator Kem. Did you know about this regulation regarding per- 
sonal and business connections that was in effect at the War Assets? 

Mr. Nee. I did not. 

Senator Kem. You did not know that that was in effect ? 

Mr. Neg. No, sir. 

Senator Kem. Did it occur to you that Mr. Bernard’s business con- 
nections with you might inhibit him from executing this contract 
on behalf of War Assets? 

Mr. Nee. No, it didn’t occur to me, Senator. 

Senator Kem. You thought that was all right, and in due course ? 

Mr. Neer. Yes, I thought it was. It was an arm’s-length transaction 
with the representatives of the War Assets, in which Mr. Bernard 
had nothing to do with the negotiation of. 

Senator Kem. Of course, Mr. Smith is not here, but Mr. Smith’s 
statement is that he had nothing to do on the negotiation. 

Mr. Nez. Said Mr. Bernard did? 

Senator Kem. Yes. That is his statement, and Mr. Vandover. 

Mr. Ner. He is mistaken. 

Senator Kem. Then we had Mrs. Parsons’ statement here yesterday 
that the contract was sent to her with directions that she approve it 
although a financial statement did not come in. 

Mr. Nex. Well, I heard that testimony, but I don’t know a thing 
about her instructions. 

The Cuarrman. Did she say that she approved it, or that she gave 
it a code number, Senator ? 

Mr. Neer. Code number. 

Senator Kem. I understood she approved it. It was her job to state 
whether the file was complete or approve the file. 

The Cuamman. That is right. 

Senator Kem. Approve the file by giving the code number, and by 
giving the code number she indicated that the file was complete; and 
said she did that because she was directed to do it from the front office. 

The Cuarrman. I do not think she stated she had to approve the 
contract. 

Senator Kem. I undertood when she gave it a code number that that 
was tantamount to a statement on her part that the file was complete. 

The Cuarrman. The record will speak for itself. 

Senator Kem. That is the way I interpret it. 

Now, you heard the testimony about the buying of trucks, from 
Bernard ? 

Mr. Nee. Yes, sir. 

Senator Kem. That is correct, is it? 

Mr. Nee. Yes, sir: so far as the story goes, Senator. 

Senator Kem. Did you have in mind at the time those trucks were 
bought by Midwest that it had been Mr. Bernard who had executed the 
lease on behalf of Midwest ? 

Mr. Ner. It never occurred to me. 

Senator Kem. On behalf of the Government, I mean? 

Mr. Nee. No; it never occurred to me. 

Here is what happened on the trucks: Mr. Stark, particularly, was 
setting up the organization for the unloading and loading and all of 
that, so he was the one who planned it, and decided what equipment 
we would require and so on. 
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» and Mr. Myers planned it. So they decided that we would re- 
oma some truc ‘ks. The Vy inte nnded to use our own truc ks to start with, 
and we were in my office one afternoon, and they mentioned the trucks 
that they were having a little difficulty in getting that type of truck. 

As I recall it, Mr. Myers said that he had even contacted the Ford 
dealer over at C hillicothe, and had tried in Kansas City, and I said, “I 
believe I could get you the trucks.” They said,*Where?” And I said, 
“Well, will a Ford truck be suitable?” And they said, “Yes.” They 
ould not get that type of truck on very short notice. I don’t think 
here were any In stock: that is. with the dealers. 

So I called the Ford zone manager, a Mr. Larson, and told him 
what we needed, told him we required it in a hurry, and wondered if 
he could help us out, He said that he could. I asked him at th at 

ne f he had the dui DD bodies, and he said, “No. ] could not do that.’ 
=O he sal idl he would vet eer trucks and he said, “Where do you want 
them shipped?” And I id, “Well, I will have to find out. So I 
called over at Lexin oton to see who could supp hy those dump bodies, 
hydraulic pumps, and they said that a certain body company in 
Kansas City, and they were picked up and delivered to that company 
there for to put those bodies on. 

There was one body put on, and then Mr. Easley contracted with the 
2 hauling contractors in Joplin, Cole & Humble, to take over all of the 
unloading operations, to furnish equipment, trucks and all, and that 
just left us with those 3 trucks on hand. We had 4 trucks, and we 


kept 1 until we closed the oper: ation. 


Senator Kem. Did \ have in mind when you ordered the trucks 
that it h d been Mh * tee ird that had S oned the War Assets agree 
ment ¢ 

Mr. Neer. It never occurred to me at that time. Senator: no. if that 
was the thought. that I would have been se ating them my self. I sold 


the trucks to Midwest ind Bern: ird kne W noth hn about the truck sale 
at that time. 

Senator Kem. I believe that is all. 

Phe CHarrMman. Any questions, Mr. Cotter? 

Mr. Correr. No. 

The Cuarrman. Any further questions? 

Senator Munpr. Mr. Nee, vou negotiated part of this arrangement 
with Mh Turney and Mr. Smith of the War Assets \dministration. is 
that right / 

Mr. Neer. Yes, sir: mostly with Mr. Turney, but then Mr. Jovee was 
always sitting in on it. , 
Senator Munpr. Did either one of them at anv time indicate to vou 
that they wanted to have a cut on any profits which would come from 
this transaction ? 

Mr. NEF. No. Si} 

Senator Mr npr. Or a commission ? 

Mr. Neg. No, s 

Senator Munpr. We] had testimony about that in connection with 
another transaction that th: at was the case. 

Mr. Nerv. Another what ? 

Senator Munpr. In connection with another transaction that that 
was the case. and I wondered if they had approached you. 


Mr. Ner. Oh. no. 
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Senator Munor. I wondered if they had approached you in similar 


fashion. 

Mr. Nee. No; we had never any intimations that anyone would lik. 
to have a cut or commission on it. 

Senator Munpr. Had you had any experience in the grain business 
before that time, Mr. Nee? 

Mr. Nre. No, sir. 

Senator Munpt. Who, among your stockholders or your officers, 
had had experience in that? 

Mr. Nee. Mr. Myers and Mr. Stark. 

Senator Munpr. Mr. Stark apparently is a well-established grain 
dealer in that area. How about Mr. Myers, how well established was 
he? 

Mr. Nee. Well, he testified this morning, and he owned one elevator 
or owned a share in an elevator up in northeast Missouri; I think it 
was northeast, was it not? 

Senator Krom. Bosworth, near Carrollton. 

Mr. Neer. Yes, in the central part; and did he say somewhere out 
in Color ado, too? 

Senator Munpr. Did I understand you to say that in stating your 
earlier career that you were the internal revenue collector from 
Missouri? 

Mr. New. Yes, sir. 

Senator Munpr. Was that lately or a long time ago or what? 

Mr. Neer. I resigned as collector of internal revenue effective Janu- 
ary 8, 1948. 

Senator Munpr. The reason I have asked is that we have had testi 
mony before this committee that Mr. Myers had an income tax de 
linquency of some $600,000. I do not know whether it was at that 
time or prior to that time or after that time. 

Mr. Nee. Yes, sir; it was. Senator Aiken asked that question 
yesterday. 

You see his tax matter was not in the collector’s office and never 
has been. The collector has no jurisdiction in cases of over $7,500 
gross individual or $25,000 if you are in business. 

The collector's office is only a receiving station. They stamp and 
file and forward it to the Bureau, and then all audits being made of 
those larger returns, corporation returns, partnership returns, are 
made by the revenue agents. The collector has no jurisdiction over 
it at all, and knows nothing about it. 

Senator Arxen. When did Mr. Myers engage you as his attorney 
in this matter ? 

Mr. Neer. In this tax matter? 

Senator Arkxen. In this income tax matter, yes. 

Mr. Nee. Some 5 or 6 months after we started this operation. At 
the time we—— 

Senator Arken. That was in 1949? 

Mr. Nee. No; I wasn’t employed by him until up in 1950. 

Senator Munpr. Would you speak a little louder. please ? 

Mr. Ner. I was employed by Mr. Myers as his attorney in his tax 
matter in 1950. 

Senator AIKEN. 1950. 
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Mr. Nee. Oh, yes, some several months after we started the grain 
operation, about 21% years after I had resigned as collector of internal 
revenue. 

Senator Arken. Well, the claim for 3 years is outlawed, is it not? 

Mr. Nee. Oh, no. 

Senator ArkEN. It does not outlaw it? 

Mr. Nee. No, he has given 

Senator Arken. You mean the amounts claimed due, back to—I 
have in the paper here—back to 1942? 

Mr. Nee. Senator, what he has done is given waivers of the statute, 
so whatever tax liability is when finally determined and assessed 
against Mr. Myers can be collected. 

Senator ArKEN. It is still unsettled ? 

Mr. Nee. Yes, it is pending, I think. 

Senator ArkEeN. Yes. 

The Cuamman. Any further questions? Thank you very much, 
Mr. Nee. 

Mr. Nee. Thank you, gentlemen. 

The Cuamman. Mr. Bernard? 

You solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Bernarp. I do. 

The CHarrMan. Have a seat, sir. 

All right, Senator Kem. 


TESTIMONY OF QUIRK J. BERNARD, BERNARD MOTORS, INC., 
LEXINGTON, MO. 





Senator Kem. Where do you live, Mr. Bernard? 

Mr. Bernarp. Lexington, Mo. 

Senator Kem. What is your business? 

Mr. Bernarp. Ford dealer. 

Senator Kem. How long have you lived in Lexington ? 

Mr. Bernarp. I would say about 214 years. 

Senator Kem. Where did you live prior to that? 

Mr. Bernarp. 5607 Oak . 

Senator Kem. In Kansas City, Mo? 

Mr. Bernarp. Yes, sir: that 1s right. 

Senator Kem. What business were you engaged in there? 

Mr. Bernarp. Well, I was with the War Assets Administration. 

Senator Kem. For how long ¢ 

Mr. Bernarp. Oh, I would say, Senator, about 31% years. 

Senator Kem. And before that? ° : 

Mr. Bernarp. I was with another Government agency before that, 
and before that I was in the automobile business. } 

Senator Kem. What other Government agency were you with? 

Mr. Bernarp. OPA. ' 

Senator Kem. OPA? And then you were with still another one, 
were you not? 

Mr. Bernarp. No. 

Senator Kem. Well, you had contracts with the Government in 
connection with the so-called idle tire program, did you not? 








508 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Bernarp. Oh, yes; I did not work for them, Senator, that is why 
I spoke as I did. 

Senator Kem. Yes. 

Mr. Bernarp. They had a contract to appraise these tires when any- 
thing in excess of five—during the war—you had to turn im, you reca!! 
that? They stored them at various places; they stored them at Nint! 
and Grand, as I remember; you remember all of that, 10th and Grand, 
and Plaza; they stored them everywhere, and I had a crew of approx 
mately 90 men that graded these tires, according to grade, because of 
a differential in price on all of them. Then, they stored them in these 
warehouses, and they were taken out as they were needed by the RI‘ 

Senator Kem. You were paid some $30,000 for the appraisals at that 
time, were you not! 

Mr. Bernarp. I don’t recall. I imagine that is approximate. That 
Was gross, however, Senator. 

Senator Kem. Yes. 

Mr. Bernarp.. Then I had to pay all the expenses—I had to take 
care of all the heat, because these tires were appraised in very cold 
buildings during the winter, and I had to get all the heat and the help 

Senator Munpr. What were they, Army tires ? 

Mr. Bernarp. No, sir; they were civilian tires, Senator. You see, 
when that rubber shortage was created by the war you couldn't get 
tires. There was a Government regulation to the effect that anybody 
who had over five had to turn them in and, as I reeall, American Rail 
way Express picked them all up, and then they had a contract in St. 
Louis and one somewhere else, and all over the United States, it was a 
national program with the RFC; then you had to appraise them, and 
then the RFC took them out of the warehouses very much like on a 
trust receipt, and gave them to various dealers, and the dealers, 
turn, would put those tires out on certificates. Remember, you use: 
to have certificates to either get a used or new tire, vou see, so that is 
what they were. In other words, the tires went back to the public. 

Senator Menor. I contributed a couple of tires in that process. 

Mr. Bernarp. Good ones? 

Senator Munpr. At that stage of the game, and T often wondered 
what happened to them. They went to the RFC and then the RFC 
gave them to the dealers? 

Mr. Bernarp. Oh, no. 

Senator Munpr. You said gave them to the dealers; you meant sold 
them or something? 

Mr. Bernarp. You see, Senator, we graded those tires; in other 
words, it’s been so long ago—but I will try to give you an idea. The 
carcass was good, if it was good but slick, it would be a No. 4, because 
vou could put a recap on there, and in those days it brought about $10; 
so if you turned a tire in that was slick but needed recapping, they 
had a schedule set up; if it didn’t have any breaks, or any repairs, they 
would send you a check for $3 for each tire. By the same token. if you 
had a tire with a lot of tread on it, they would Send you 7 or 8 dollars. 
You remember tires were high in those days, but—— 

Senator Munpr. This is an RFC transaction all the way through? 

Mr. Bernarp. That is right. 

Senator Munpr. Then did they sell them to the dealer ? 

Mr. Bernarp. Yes, sir; they sold them to the dealer. 
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Senator Kem. You had a Bernard company at that time, did you 
not ¢ 

Mr. Bernarp. Studebaker agency; yes, sir. 

Senator Kem. Yes. And the Government also paid you for storage ? 

Mr. Bernarp, I just had one—as I recall, Senator, you couldn’t get 
any more cars, so I closed it up. You remember the difficulty with 
cars? So I used—I had to pay rent, so I put tires in there. 

Then, there were nine other places—there was one on Plaza, and 
Walsh down on McGee, all of them had tires because they didn’t have 
cars, very many, to sell. 

Senator Kem. And disbursements were made to you of some $7,000 
for storage of tires and for guard salaries at that time? 

Mr. Bernarp. Yes, sir. I mean, it was a national program. It 
wasn t—— 

Senator Kem. That was before you went to work for War Assets? 

Mr. Bernarp. Yes; oh, yes; sure. 

Senator Kem. What other Government positions, if any, have you 
had ¢ 

Mr. Bernarp. Well, I told you with OPA. 

Senator Kem. How long did you work for the OPA ? 

Mr. Bernarp. I would say approximately 2 years. 

Senator Kem. What was the nature of your employment there? 

Mr. Bernarp. Well, I was a tire-registering officer there. You see, 
to these respective boards that distributed tires to the public, why, 
Washington would allocate so many tires to the Kansas City office, 
we will say, and you know who was the chairman over there—and 
they would give him so many tires a month, and he would allocate 
those tires, first giving preference to defense workers, doctors, various 
other types, that were needed, in that category, and that is the way 
they were pul out, you see. 

Senator Kem. Were you an OPA officer at the same time you were 
conducting this appraisal business ¢ 

Mr. Bernarp. Oh, no; no. That was—as soon as you could not get 
any more cars, Senator, why, I closed it up, and I had, as I recall— 
I can’t be exact—but I had about 6 months to go on the lease, so I 
devoted all my time to that and stored all these tires. but I didn’t store 
alone—I suppose in the Kansas City area, among the motorcar deal- 
ers, because they probably were the only ones who had the space—I 
think George Walsh out there on the Plaza, I think he had 25,000, 
and they scattered them around to anybody who had storage space 
available, and they kept them maybe 2 months. 

Senator Kem. After that you went to work for the OPA? 

Mr. Bernarp. That is correct; yes, sir. 

Senator Kem. How long did you work for OPA ¢ 

Mr. Bernarp. I would say about 2 years. 

Senator Kem. How did you happen to leave OPA ? 

Mr. Bernarp. I understood there was an opening out there at War 
Assets, and then they were—I might explain a little further as Gen- 
eral Spaulding, they were starting the zone office on a skeleton set-up: 
they didn’t have any people there, and that was to oversee the district 
offices, so I went out there at that time. 

Senator Kem. You were there on April 24, 19497 

Mr. Bernarp. Yes, sir. 
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Senator Kem. Do you recall the article that appeared in the Kansas 
City Star on that day saying that you had resigned your WAA 
position effective last Friday ¢ 

Mr. Bernarp. Yes, sir. 

Senator Kem. You reconsidered and decided to stay on, did you? 

Mr. Bernarp. Well, I will be glad to explain the circumstances. 

I was told that the War Assets had about two more months to go. 
Of course, you have heard the old adage, sir, that there is nothing so 
permanent as a temporary agency, you hear that? So I couldn't sit 
there and do nothing either financially or would I have been satisfied, 
so I knew Mr. Larson, who was district manager of the Ford Com- 
pany there at that time. 

Senator Munpr. Is that Jess Larson? 

Mr. Bernarp. No, Paul Larson; he is now in Detroit; and I co: 
tacted him and he said, “Well, there is a man down at Lexington, hi 
has had a heart attack, and I think you can get that agency.” 

So, Saturday I went down and looked it over, and you are probably 
not familiar with what Ford does, but it is a little unusual. You fill 
out a financial statement, then they O. K. it there, and then they send 
it to Dearborn, and in 3 weeks or a month, then you know whether 
you are a Ford dealer or not. So, that all took place; I did not know 
where I was, so when we got the contract, I got ahold of Mr. Larson 
this Jess Larson, I don’t want to get it confused—and told him I had 
bought the Ford agency, and he said, “Well, gee, I would hate to see 
you leave because it has only got 2 or 3 months to go,” and I think 
he was honest; that was his thinking. It was the intent of Congress 
to close it up or wash it out, and anyhow he prevailed on me to stay 
until I get someone to run it. 

I had a son-in-law who was 26 years old who had some automobile 
experience, and so he went down there and ran it. 

Senator Munpr. What was his name? 

Mr. Bernarp. Ealy; and it is not difficult to run, Senator, because 
the automobile dealers have been coasting downhill. You can sell 
everything you could get then. 

Senator Munpr. He was running the garage and not the War 
Assets? 

Mr. Bernarp. No; the garage. 

Senator Munpr. I thought War Assets. 

Mr. Bernarp. No. So, he looked after it for me. All the time, 
Senator, to answer your question, I lived down there but spent only 
Saturdays and Sundays there. 

Senator Kem. You did not have in mind the operations at Camp 
Crowder at that time? 

Mr. Bernarp. No, sir; I did not. If he had not prevailed on me to 
stay and if I had not given him my word, confidentially I was losing 
money by staying with War Assets. I ought to have been out there 
to take care of my business even though it was in good hands, but 
nobody can run it like you can yourself. 

Senator Kem. When was the Bernard Motors organized ? 

Mr. Bernarp. I think it was incorporated early in April. 

Senator Kem. April 13, 1949? 

Mr. Bernarp. Yes, sir. 
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Senator Kem. Capital stock of $75,000, with $30,000 paid in, and 
the incorporators were yourself, Mrs. Bernard, Mr. Nee and Mrs. 
Nee, is that correct ¢ 

Mr. Bernarp. Yes. 

Senator Kem. Were you acquainted with William B. Smith, acting 
deputy regional director ¢ 

Mr. Bernarp. Well, he wasn’t acting regional—deputy regional 
director. You see, at that time we didn’t have very many employees 
and. as I recall, there was—we had two men there, George Depew 
and Smith. and they kind of divided the work because Mr. Turney, 
who is now deceased, as well as Mr. Smith, he wasn't there: he would 
he there 2 davs. and then be off a week, and then he would be back, 
and off and on, you never knew when he was to be there. 

Senator Kem. You knew him though? 

Mr. Bernarp. Bill Smith? Yes. 

Senator Ky M. Do you know L. Ss. Vandover ? 

Mr. Bernarp. Yes. 

Senator Kem. Do you know if he is an investigator for GSA ¢ 

Mr. Bernarp. Yes, sir. 

Senator Ky M. Hav: you seen or have you heard of the statement 
made by Mr. Vandover that Mr. Smith told him that in so far as he 
knew while acting in charge of real property that neither he nor 
any member of his staff was consulted or had any part in negotiating 
the original lease with Midwest, and the first he knew about it was 
when he was called in Mr. Bernard’s office to witness the signing of 
the lease? 

Mr. Bernarp. No: that is not correct, Senator. There had been 
quite a bit of negotiation by Mr. Smith, irrespective of what that 
statement says, and Mr. Turney. They were so desperate to find 
somebody to go down—they only had two prospects. In the automo- 
bile business you, Senator, eall them suspects. They had a lot of 
suspects, but not prospects, so until the time Mr. Turney made the 
lease with Harris, until the time that the lease was signed with 
Midwest, the only prospect that Mr. Turney ever had in a year and 
a half—nobody else, everybody else was scared of it, too big, too 
dangerous and too big an investment. 

Senator Kem. Your testimony is that you did not negotiate this 
lease ? ; . 

Mr. Bernarp. No, sir; I didn’t say that. I said there had been—I 
will explain it to you if you will let me. 

Senator Kem. All right. 

Mr. BERN ARD. I said there had been prev ious negotiations between 
Smith and Turney, and one morning, I could not tell you the dav. 
Mr. Smith brought Mr. Stark and Mr. Myers in there, and that is the 
first time I ever met the gentlemen, and said, “I have been talking 
to this gentleman and Mr. Turney about negotiating a lease down at 
Camp Crowder” and Mr.—I would not say, but I think Mr. Nee was 
one of them—and they said Mr. Nee was their lawver. and thev led 
us to believe that it was going to bea partnership deal. 

As a matter of fact, as I found out later, Mr. Joyce drew the original 
lease up as a partnership, then later tore off the two sheets and substi- 
tuted the names; that was the original way. 

Senator Kem. Well, when Mr. Nee appeared in your office you, of 
course, had in mind that he was your business associate ? 
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Mr. Bernarp. Yes; but he was appearing as attorney. I had 1 
way to know that he later was going to incorporate or he later was 
going to be interested in it, because the reason I say that, Senator, and 
I will qualify that, he was also attorney for—we had chicken leases 
there; we didn’t have just corn leases.” You just heard part of the 
leases. We had two chicken leases, where the *y raised a hundred thou- 
sand chickens in the old POW barracks down there. Mr. Turney, 
gentlemen, was a good businessman. He was trying to derive an 
income from that place, and those buildings—I fell through two of 
them walking cela 3 one day—they were built for 5-year occupancy. 
The buildings I have reference to are regular barrac ks buildings, and 
any of you fellows in the Army or Navy—Senator, that is a little 
before our time, because the Vv didn’t have those good barracks in our 
d: ay s. 

Senator Kem. Yes. 

Mr. Bernarp. But anyhow, that is the type of building they were 

Senator Kem. Did you have in your office a number of confidential! 
filing cabinets? 

Mr. Bernarp. No, sir; I did not. 

Senator Kem. Did you have a separate file with reference to the 
Harris lease and the Midwest lease ? 

Mr. Bernarp. No, sir; those were kept in Mr. Joyce's office. 

Senator Kem. Have you heard read here the statement in Mr. 
Vandover’s letter to this effect: 

There was a separate file relative to the Harris lease, the Midwest lease, also 
the regional director maintained in his office a number of confidential file cabinets, 
and the regional counsel also had file cabinets in his office? 

Mr. Bernarp. T can't say what the regional counsel had, Senator, 
because I had—our jurisdiction was not over the regional counsel. 
We had nothing—they acted more or less on their own. 

Senator Kem. What do you say about this further statement of 
Mr. Vandover that these were not a part of the general files of the 
re rion: il office, and only those offic ‘es hi: vd keys thereto / He said, i) | 
do not know what happened to these files.” 

Mr. Bernarp. Well, there is only one file in my oflice—I can only 
speak for my office, you can appreciate that. 

Senator Munpr. You were regional director ? 

Mr. Bernarp. Yes. sir: - that is correct. There was one file cabinet, 
and I think Mr. V: undover will bear me out on this statement, where 
they checked up on various employees, he would give me a copy, and 
we would lock that in there, and outside of that, Senator, there was 
nothing of any confidential information in the regional director's 
office. I can’t tell you what is in these other offices. 

Senator Kem. Did you keep any special file on the Harris—— 

Mr. Bernarp. No, sir. 

Senator Kem (continuing). And the Midwest leases ? 

Mr. Bernarp. No, sir; I did not. Mr. Joyce had them. 

Senator Munpr. Who was Mr. Yancey ? 

Mr. Bernarp. I don’t know. : 

Senator Munpr. Didn’t he work for + Snel Assets ? 

Mr. Bernarp. I don't believe he did, Senator. 

Mr. Correr. No: he was affiliated with the Harris Grain Co. 

Senator Kem. Do you recall making a telephone call to Harry Eas- 
ley on July 7, 1949? 
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Mr. Bernarv. No; I don’t. Senator. 

Senator Kem. Do you recall making another one on August 4, 1949? 

Mr. Bernarp. No. Maybe I did, but I don’t recall it. 

Senator Kem. Did you talk to him about these matters on that day? 

Mr. Bernarp. No, sir: never discussed them with Mr. Easley be- 
cause, as far as I knew. the only two in it at that time were the two 
erain men, Mr. Myers and Mr. Stark. 
~ Senator Kem. Do you know a James L. Hornbostel 

Mr. Bernarp. Yes, sir. 

Senator Kem. He was associate regional counsel of War Assets in 
Kansas City on October 13, 1949, was he not? 

Mr. Bernarp. Yes, sir. 

Senator Kem. Do you recall the opinion that Mr. Hornbostel ren- 
dered on the Midwest lease / 

Mr. Bernarp. I was surprised to hear you read that for the reason 
that Mr. Joyce—and there is another lawyer, I will think of him in 
just a minute—Mr. Thomas—Mr. Hornbostel, to my knowledge, in 
the last vear and a half was there, he never drew up any agreements, 
so I don’t know what anybody would ask him for an opinion for. | 
never went to him for ai opinion on these leases. 

Joyce drew up this lease, and I never went to him for an opinion 
because he didn’t handle any real property work, Senator, that is w hy 
lam trying to expla l - 

Senator Kem. He did not purport to draw this lease, but he ap- 
parently rendered an opinion on it— 

Mr. Bernarp. I don’t know. 

Senator Kem (continuing). As to its legal effect. 

Mr. Bernarp. He did it on his own then. Senator. 

Senator Kem. There is no question that his opinion was correct, 1S 
there, when he said. “that the agreement was not a lease but an option, 
and that 1f none of the build ngs had been used for the storage of corn 
ho money other than SI] a building would have been paid to War 
Assets”? 

Mr. Bernarp. Well, that was news to me when you read it. 

Senator Kem. You d d not know that provisl n was in the lease? 

Mr. Bernarp. No. sir: I did not, because. as I told vou. I don’t 
know why he rendered that opinion, because I didn’t ask him to, and 
Jovee would) t ask hin to, he ause Joyce was his superior, SO he did 
it on his own hook. 

senator Ky M. Do you know how that provision rot into the lease ? 

Mr. Bernarp. No, sir: Ido not. In other words—— 

Senator Kem. Is it your testimony vou did not know it was there 
until today or yesterday ¢ a 

Mr. Bernarp. Yes. sir: whenever I heard it. 
| You can appreciate, being a lawyer, that a layman, the average 
LVineal and l will class myself as average— doesn’t know too much 
about contracts. 

s 


enator Kem. Well, that language is perfectly plain. 

Mr. Bernarp. It might be. it mieht be. 

Senator Kem. You understand now that the paper is an option and 
nota lease, do you not ¢ 
Mr. Bernarp. Well, I am just understanding what you tell me, Sena- 
I don’t know whether—I don’t think I am qualified—I think it 


tor. 
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would take a lawyer to tell what the differential is between an option— 
I mean three lawyers might say it was an option and three lawyers 
might say it was a contract. It is a lease now—I don’t know. 

Senator Kem. You appreciate the difference between a firm 
lease—— 

Mr. Bernarp. Yes, sir; I do. 

Senator Kem (continuing). And one which the Midwest would 
have the property tied up to use it or not as they liked ? 

Mr. Bernarp. That is right. Of course, I don’t think that was the 
intent. In other words, I think they were going ahead and putting 
the grain in. I didn’t draw up the lease; I didn’t have anything to do 
with it; I didn’t know anything about it. That was Joyce’s idea, no 
doubt. Maybe he got instructions from Washington or somebody else, 
not from me; I don’t know. 

Senator Kem. Who was Joyce representing ? 

Mr. Bernarv. He was the chief counsel; he was Hornbostel’s supe- 
rior. 

Senator Kem. Chief counsel for whom? 

Mr. Bernarp. War Assets. 

Senator Kem. Well, he would not introduce that option into the 
lease, into a lease, for the purpose of protecting the Government? 

Mr. Bernarp. As I told you, Senator, I don’t know who introduced 
it, but he drew up the lease, that is all Ican say. In other words, when 
1 took this job Jess Larson said, “You are not expected to know too 
much legal work; that is what you have got a lawyer for so far as 
legal stuff is concerned,” so I gave everything to the lawyer. Now, 
with all due respect to you and any other members of the bar here, 
if I am wrong in a number of things, at least I followed instructions 
and took it up with the attorney. 

Senator Taye. Mr. Chairman, may I ask the witness, what were 
your duties if you were not supposed to know much ? 

Mr. Bernarp. Well, maybe that was a broad statement, Senator. | 
beg your pardon, I had—— 

Senator Ture. Frankly, I am just seeking information on your own 
statement. 

Mr. Bernarp. I know what you mean. I meant as far as leases are 
concerned, 

Senator Munpr. Did you sign this lease in question? 

Mr. Bernarp. Yes. Mr. Turney was ill at that time, and I was the 
only one to sign it, unless I wanted to go down there to his house and 
he had been very sick for several days as he had suffered several heart 
attacks. 

Senator Munor. You must have examined the lease before you 
signed it? 

Mr. Bernarp. No. Mr. Joyce said it was all right, and I signed it. 

Senator Munpr. You did not read it? 

Mr. Bernarp. No, sir. 

Senator Munpr. Just signed it on his recommendation ? 

Mr. Bernarp. On his recommendation that it was a regular grain 
lease. 

Senator Munpr. You didn’t know what was in it? 

Mr. Bernarp. No, sir; only as to the number of buildings and the 
rent on the buildings. 

The Cuamman. But he had prepared it? 
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Mr. Bernarp. He had prepared it. As far as the Harris case is con- 
cerned, Mr. Joyce never saw them. 

Senator Kem. Did you know that the lease provided for 2 cents per 
square foot of usable space ? 

Mr. Bernarp. Well, I knew—I heard that, and I knew—the contents 
before this, Senator; I knew it was 2 cents and 4 or 5 cents on those 
others. 

Senator Kem. You knew that? 

Mr. BerNarp. Yes, sir. 

Senator Kem. You signed the Harris lease? 

Mr. Bernarp. Oh, no, no, on the Harris lease; I knew nothing about 
.and Mr. Joyce knew nothing about it until 2 weeks afterward. 
Senator Kem. Who signed the Harris lease ? 

Mr. Bernarp. Mr. Turney. 

Senator Kem. Mr. Turney ? 

Mr. Bernarp. He had the right to do that. 

Senator Munor. And Mr. Smith was one of your employees? 

Mr. Bernarp. Turney. 

Senator Munpr. And Mr. Smith was one of your employees ¢ 

Mr. Bernarp. Well, I wouldn't say they were my employees, 
Senator. 

Senator Munpr. I mean regional office employees. 

Mr. Bernarp. Yes. 

Senator Munpr. They worked under you? 

Mr. Bernarp. Yes. Mr. Turney had the delegation of authority to 
transact and sign contracts like that, and he signed most of the real 
property documents. In other words, it didn’t require my signature. 
Senator Munpr. Was any evidence ever brought to your attention 
lat they received some commission in connection with any of these 
deals? 

Mr. Bernarp. I never heard of any; no, sir. 

Senator Munpr. Let me read you a statement here that has been 
given in evidence to the committee which disturbs me a great deal. 
It comes from the testimony of Mr. Harris. Do you know Mr. Harris? 

Mr. Bernarp. I never met Mr. Harris in my life. 

Senator Munpr. Neither have I. Mr. Harris, testifying before one 
of the investigators of this committee, said that, “Mr. Smith said that 
the War Assets lease could be renewed, but asked ‘what was in it for 
us.” Mr. Yancey also indicated that he wanted a cut, and Mr. Harris 
told him that he never promised to give anybody any money. Mr. 
Yancey and Mr. Smith asked for 40 percent of the profits, and Mr. 
Harris told that he could not do that. They then asked for 35 percent 
of the profits, and Mr. Harris finally told them that he would give 
them that amount. No other names have been mentioned up to that 
point, but after agreeing to give them 35 percent of the profits, Mr. 
Harris asked them if their part of the profits was to be shared equally 
by Mr. Smith, Mr. Yancey, and Mr. Turney. Mr. Smith and Mr. 
Yancey agreed to that arrangement.” 

Mr. Bernarp. Well, you can appreciate—— 

Senator Munpr. That sounds bad on the face of it, and I am just 
looking for some information. 

Mr. Bernarp. Yes, it does. It is the first I ever heard about it: 
and, by the same token, if it is true, I would be the last to hear about it. 

Senator Munpr. Yes. It does not involve you in any way. 


— 
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Mr. Bernarp. No. Well, I mean 

Senator Munpr. Except as the employer, the Government employer, 
of these two, and I wondered if it would not be brought to your 
attention. 

Mr. Bernarp. Never had. 

Senator Kem. Was there any particular reason that you should 
take the Midwest deal out of Mr. Smith’s hands or Mr.—— 

Mr. Bernarp. Well, he wasn’t—— 

Senator Kem (continuing). Or Mr. Turney’s hands? 

Mr. Bernarp. Well, Turney, he was acquainted with it; he had 
made—he and Smith had made—most of the negotiations. If Turney 
had not been sick I never would have heard about it. He would have 
carried iton. But the fellow Turney, the chap, later died, and he was 
staying there on sheer grit. 

Senator Kem. Were you familiar with the regulation of the War 
Assets Administration reading as follows: 

Personal and business connections—no employee shall take final action in his 
official capacity, or influence such action being taken, with respect to an official! 
disposal transaction, if he has, or has had, any personal or business relationship 
with any person, firm, or corporation which is involved. It shall be incumbent 
upon the employee to submit the matter to his immediate superior for fina) 
decision, with an explanation as to such personal or business relationship. The 
personal relationships include relationships by blood or marriage, personal 
friendship, et cetera. 

Were you familiar with that regulation? 

Mr. Bernarp. No, sir; Iam not. There are probably a lot of regu- 
lations I am not familiar with. That just happens to be one of them. 

Senator Kem. I hand you a paper, a photostat of a paper, marked 
“W. A. L. 92, War Assets Administration, Washington, D. C.,” ad 
dressed to all employees, and signed Robert M. Littlejohn, as adminis 
trator, and I will ask you if after the words “Noted December 21, 
1945,” your name appears? 

Mr. Bernarp. That is it. I still never remember signing that. 
I probably signed so many things. 

Senator Kem. That is your signature, is it not? 

Mr. Bernarp. Yes, sir; that is right. 

Senator Kem. And the statement in regard to personal and busi 
ness connections appears in that paper, does it not? 

Mr. Bernarp. I didn’t read the whole thing, Senator, 

Senator Kem. Will you look at that and see? 

Mr. Bernarp. I thought you gave it to me just to identify the 
signature. 

Senator Kem. Will vou read it out loud? 

Mr. Bernarp. Where do you want me to start, Senator? 

Senator Kem. Where it says “Personal and business connections,” 
that paragraph. 

Mr. Bernarp (reading) : 





Personal and business connections—no employee shall take final action in 
his official capacity, or influence such action being taken, with respect to an 
official disposal transaction, if he has, or has had, any personal or business rela- 
tionship with any person, firm, or corporation which is involved. It shall be 
incumbent upon the employee to submit the matter to his immediate superior 
for final decision, with an explanation as to such personal or business relation 
ship. The personal relationships include relationships by blood or marriage, 
personal friendship, et cetera. 


t 
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Senator Kem. Then, you must have been familiar with that regula- 
tion on September 15, 1949, is that correct ? 

Mr. Bernarp. I wasn’t Senator. I signed so many things when I 
was out there I couldn’t tell you half the things I did sign, because 
a lot of things came in there to sign every day, sometimes a hundred, 
a hundred and fifty, two hundred. All I can say honestly is that I 
don’t remember signing it, and I don’t remember about the regulations. 

The Cuarman. As I understand it, you had nothing to do with 
the negotiation of the contract ? 

Mr. Bernarp. That is right. 

The Cuarrman. And if Mr. Turney, who was sick and who drew 
up the contract, had been present you would not have known a thing 
about it ¢ 

Mr. By RNARD. | wouldn’t have even signed it. 

Senator Kem. Well, you took the final action in the matter, did you 
not ¢ 

Mr. Bernarp. No, sir: I did not. 

Senator Kem. You signed it. 

Mr. Bernarp. Sure I signed it. 

Senator Kem. Wasn't that a final action ? 

Mr. Bernarp. No, because this negotiation was entered into they 
agreed with Mr. Stark and Mr. Myers, as I recall. they just offered 
so much, to take it or leave it. They weren t too particular whether 
they got the buildings or not. 

Senator Kem. I did not ask you that. I asked you, did you not 
take final action ? 

Mr. Bernarp. I signed it, if that is what you mean. 

Senator Kem. Is that not final action / 

Mr. Bernarp. Well, it could be construed as such. 

Senator Kem. Well now, under the provision of the regulation was 
t not your duty under those circumstances to submit the matter to 
your immediate superior for final decision with an explanation as 
TO — 

Mr. Bernarp. I believe that went into Washington, Senator: ] 
wouldn’t- 

senator Kem. Did you submit it to your immediate superior for 
final decision ? 

Mr. Bernarp. I had no immediate superior outside of Washington. 

Senator Kem. Did you submit it to your superior in Washington 
with an explanation as to the personal or business relationship that 
you had with Mr. Nee. 

Mr. Bernarp. No, because Mr. Nee was not in it at that time: he was 
an attorney, and SO represented himself 

Senator Kem. You understood he was to be a member of the group, 
didn’t you ? 

Mr. Barnarp. No, sir: I did not. 

Senator Kem. You dealt with him purely as an agent? 

Mr. Barnarp. I dealt with him purely as a lawyer, and he and 
Mr. Joyce went into conference and drew up that lease accordingly. 

Senator Kem. You thought he was negotiating it as a lawyer for a 
commission or a fee? 

Mr. Bernarp. Yes, sir. 

Senator Kem. Please hand me the lease. 
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Do you recall paragraph 16 of the lease which says, “Lessee war- 
rants that it had not employed any persons to solicit or secure this 
lease upon any agreement for commission, percentage, brokerage, or 
contingent fee” ? 

Mr. Bernarp. I know it was in there, but it just depends on how 
you construe that. I remember a lot of deals, Senator, where lawyers 
came out to represent their clients, and would look over a lease or look 
over the transaction and advise them accordingly, but I wouldn't 
say they were an agent. I would say they were seeking legal advice, 
and probably a fee for legal advice. 

Senator Kem. When did you first learn that Mr, Nee had an interest 
in the Midwest ? 

Mr. Bernarp. Oh, it was some time in September, I judge. 

Senator Kem. The testimony is that you did not know that when you 
took final action ? 

Mr. Bernarp. That is right; that is correct. 

Senator Kem. And you thought he was 

Mr. Bernarp. I thought he was an attorney because he had been out 
there on another deal, he and some other attorney, on a chicken lease 
deal, and Mr. Turney closed it up with him. He would never have 
taken this up and never seen me, and neither would the rest of the 
men if Mr. Turney had been there. 

Senator Kem. Did you read this lease before you executed it? 

Mr. Bernarp. You mean before I ever signed it? No, Mr. Joyce 
said it was O. K., so I just signed it. 

Senator Kem. Without reading it? 

Mr. Bernarp. Yes, sir. 

The Cuarmman. Did you get any communication from Mr. Joyce 
suggesting that you sign this lease? Exactly how was it done? 

Mr. Bernarp. No; he never said anything to me except it was a 
regular lease and O. K. 

The Cuamman. Where was he at the time, do you know? 

Mr. Bernarp. His office was right next to me, Senator. 

The CuarmMan. I see, but was he in the city? 

Mr. Bernarp. Oh, yes. 

Senator Kem. Now, about your truck transactions with Midwest, 
I understand Midwest bought a truck from Bernard Motors on Sep- 
tember 26, 1949, for $1,425, is that correct ? 

Mr. Bernarp. Well, Mr. Nee sold the trucks and he called—I was 
not down there, Senator; the only time I was down there was on 
Saturday and Sunday. I wasn’t down there, and whether he talked to 
the bookkeeper or talked to my son-in-law, he said, “I have got”—I 
learned this later, he said, “I have one truck or Ford trucks,” what- 
ever he wanted to have sold, so I made arrangements to get them at the 
Ford district office. That is all I knew about the transaction until I 
went down there. 

Senator Kem. Well, the first was on September 26, 1949, and the 
next one was on October 22, 1949. 

Mr. Bernarp. Yes. I don’t remember the dates, you have them. 

Senator Kem. The first one was for one truck, and the second trans- 
action was for three. 

Mr. Bernarp. Because here, my son-in-law—I will just give you 
another illustration—I couldn’t keep track of what was going on down 
there. I certainly had confidence in my son-in-law, but any orders 
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that went down there, he took care of them. He sold Kraft Cheese Co. 
17 of them at one crack, and I didn’t know about them until 10 days 
later. I had no way of knowing—he got the orders, and he ordered 
the cars. He was running the place, and he ordered the cars, and 
that isall there wastoit. I didn’t know he sold 17 to the Kraft Cheese 
Co. He should be commended for it, but I didn’t know he did it. 

Senator Kem. Did you know when you executed the paper with 
Midwest Storage & Realty Co. on Se »ptembe r 15, that that company 
had no assets except unpaid subscriptions to its capital stock? 

Mr. Bernarp. No: I wasn’t aware of that. I think probably that 
was all discussed, Senator, with Mr. Joyce and Mr. Smith. You see, 
the d'f he andled all— 

Senator Kem. You did not inquire about that at all? 

Mr. Bernarpv. No. The only thing I can tell you is that when they 
said that Mr. — I mean this made an impression on me—they told me 
that Mr. Stark had been in the grain business for years and was a 
president of a grain company, and I know you have to have money 
to operate up there, and they said that Mr. Myers was president of 
some grain company, and you could draw from that conclusion that 
they were prettly stable financially ; but I don’t think there is any 
regional director who ever got into any of these operations on real 
ay wf All those operations down at St. Louis, that was handled 
by Real Property. I couldn’t tell you more about what happened 
down there because it was handled by Real Property. They ia a 
Real Property office down there. 

Senator Kem. I believe that is all, Mr. Chairman. 

The Cuarrman. Any questions ! 

Mr. Correr. I have a question. 

Mr. Bernarp. Yes, sir 

Mr. COTTER. I cannot understand, Mr. Bernard, just how you could 
be lonorant of the issociation of your business partner with this 
venture when both your sloenatures are on the same paper, that same 
lease. Weren’t you both in the same room when you signed it? 

Mr. Bernarp. No.,no. You have got that wrong. 

Mr. Correr. I have been away from the table, and maybe I missed 


Mr. Bernarp. All right. I signed that—Joyce brought it to me, 
ind I signed it, and he sent it down to Midwest to sign it: so until this 
ame up I couldn't tell you who was president of the Midwest or who 
was treasurer or anything else. 

Mr. Correr. So regardless of the regulat ion, of w hether your knowl- 
edge was that you knew anything about it, you did not know that 
your partner was in on the deal until later? 

Mr. Bernarp. Well, that is correct. He was not a partner; he was 
a stockholder. 

Mr. Correr. He was your business associate. 

Mr. Bernarp. He was a stockholder in the corporation just like— 

Mr. Correr. How much stock do you have in Bernard Motors? 

Mr. Bernarp. I have about three-fourths of it. 

Mr. Correr. How much does he have? 

Mr. Bernarp. He has got 25 shares and, I think. his wife has—I 
am guessing—50, probably. 

Mr. Correr. Percentagewise, what does that represent? 

Mr. Bernarp. You mean he and his wife and mine? 

Mr. Correr. Yes. 
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Mr. Bernarpv. Approximately three-quarters, and one-quarter. 

Mr. Correr. Of 1 percent or of the stock ? 

Mr. Bernarp. No; the total. 

Mr. Correr. You have three-quarters of the stock. How much does 
Mr. Nee have ‘ 

Mr. Bernarpv. I would say about a quarter; that is, one-fourth. 

Mr. Correr. Then you two own the company / 

Mr. Bernarv. No: his wife owns more stock then he does. 

Mr. Correr. It is in the two families, right ? 

Mr Bernarp. Well, I don’t know. I know what you mean. 

Mr. Correr. I mean your wife and his wife and you and Mr. Nee 
own the company. 

Mr. Bernarp. That is right. 

Mr. Correr. So you are business partners. Your son-in-law does 
not have a stock ownership? 

Mr. Bernarp. No. 

Mr. Correr. He works for you? 

Mr. Bernarp. He works on a salary and a bonus. 

Mr. Correr. Was the sale of this $6.500 worth of trucks to this new 
venture at wholesale, or did Bernard Motors get a commission on it / 

Mr. Bernarp. Listen, in the years of 1949 and 1950 and 1951 you 
never sold anything at a discount. 

Mr. Correr. Well, it was a new venture, was it not? 

Mr. Bernarp. What do you mean by a new venture? 

Mr. Correr. I mean Midwest was a new venture, they had not made 
any money. 

Mr. Bernarp. Yes: but I don’t care who it was, whether it was 
Midwest or Harris or John Jones, we don’t sell merchandise at a 
discount. We don’t have to. 

Mr. Correr. I want to ask you one more question. 

Mr. Bernarp. Yes. 

Mr. Correr. I want to put it as (a) and (b). 

Mr. Bernarp. Yes. 

Mr. Correr. (a) Did you receive the commissions on those four 
sales as a consideration for giving certain concessions on the lease? 

Mr. Bernarp. I did not, sir; no, sir. 

Mr. Correr. (b) Didn’t you let yourself in for the type of question 
IT just asked by signing a contract giving the lease, as 
the head of the War Assets agency in Kansas City, to a company 
that your business partner was in, and soon after that having that 
company buy four trucks from a concern you owned three-quarters 
of the stock in? 

Mr. Bernarp. I don’t think so. 

Mr. Correr. You do not think so at all? 

Mr. Bernarp. No. 

Mr. Correr. That is all. 

The Cuarrman. Any further questions? 

Senator Tryr. Mr. Chairman, Mr. Bernard said, in reply to one 
of Senator Kem’s questions, that corn was not half of the business. 
I did not quite understand what he meant by that. 

He also stated that there was a chicken business there. What did 
you mean by the chicken business ? 

Mr. Bernarp. Oh, I said there was—I explained that, Senator, and 


I will explain it again. There were two chicken leases down there. 
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There are some old ratty prisoner-of-war prefab barracks that should 
have been torn dow n.no w indows, no doors. 

Well, Mr. Turney leased them to two individuals to raise chickens, 
to further substantiate the income, and I don’t remember, Senator, 
whether it was $2,500 or $3,000 they got for them, but I couldn't 
tell vou that now; anyhow these two individuals, one was a GI—— 

The Cuarrman. Will you pardon me a moment? Off the record. 

{ Discussion off the record. ) 

The Cuarrman. All right, Senator Thye. 

Mr. Bernarp. Excuse me, Senator—— 

Senator Trye. Back to the chickens. 

Mr. Bernarp. I would say, I am guessing, but there were about 
seventy-five or a hundred old prefab buildings that had been moved 
over there, and duri oO the war they used them to keep German 
prisoners 1n, and they were pretty ratty, W ithout doors on or w indows 
Oo! anvthing else. 

So Mr. Turney leased those to two different people, one a GI, who 
wanted to get into the chicken business, and the other I don’t recall 
the name, but anvhow they brought in two or three thousand dollars. 

Senator Tuyr. Are those the buildings that must be put back into 
condition ¢ 

Mr. Bernarp. Oh. no, Senator, you cannot put these buildings 
back into condition: no, whatever vou did. 

Senator Ture. Then the Army is not requiring these buildings to 
be put back into condition ? 

Mr. Bernarp. No. These are the worst 

senator Tuy ; What other business was there transac ted beside the 
erain storage and the chicken business 

Mr. Bernarp. Well. there was another source of income. You 
nderstand, these buildings were in such poor shape that they would 


/ 


not even bring salvage value, but are good enough to raise chickens in, 
ind the raised 100,000 chi kens, which is a lot of chickens 

There were some barracks furnished there. known as Patterson 
Homes. and t] ev wel re nted out to various individu ils. at svZ, $25, 
$27.50, and that probably brought in two or three hundred dollars. 

Senator Tuyr. For storage purposes ? 

Mr. Bernarp. Oh. no: for individuals to live in 

senator Torr. Oh, just as dwelling quarters ? 

Mr. Bernarp. Dwelling quarters. They were just one-story bar- 
racks, and I don't ky ow where the furniture came from, but it was 
S250 or S300 a month, because they had the generals’ houses down 
there and other houses. which were a couple of miles away, and 
didn’t bring any income. and slowly rotted away. So whatever they 
got, two or three thousand dollars for it— 

Senator Tuyr. That is all. 

Phe CrratrmMan. Off the record. 

Discussion off the record.) 

The Cramman. All right, Senator Thye, were you through ? 

Senator THyrr. My questions have been answered. 

The Cuatrman. Any further questions? Thank you very much, 
Mr. Bernard. 

Mr. Bernarp. Yes, sir. 

The Cuamman. Mr. Vandover? Do you solemnly swear to tell the 
truth. the whole truth, and nothing but the truth, so help vou God? 

Mr. Vanpover. I do. 
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The Cuarrman. Have a seat, sir. 

All right, Senator Kem. 

Senator Kem. Has Admiral Mather been called ? 

Admiral Marner. I am here, sir. 

Senator Kem. Mr. Chairman, will you have a summons issued for 
Mr. Joyce? 

Mr. Correr. Joyce? Yes. 


TESTIMONY OF LOUIS S. VANDOVER, SPECIAL AGENT IN CHARGE 
DIVISION OF SECURITY, DEPARTMENT OF STATE, ST. LOUIS 
MO. 


Senator Kem. Mr. Vandover, will you give me your name and 
address ¢ 

Mr. Vanpvover. My name is Louis S. Vandover; I reside in Webster 
Groves, Mo. 

Senator Kem. What is your business at present ? 

Mr. Vanpover. I am special agent in charge of the Division of 
Security of the Department of State. 

Senator Kem. What was your occupation in September 1949 % 

Mr. Vanpover. Out of Washington, D. C., 1 was a special agent i: 
charge, compliance Division of War Assets Administration, stationed 
in the Kansas City region. 

Senator Kem. Do you recall making an investigation of the trans 
actions between the War Assets Administration and Midwest Storag 
& Realty, Inc. ? 

Mr. Vanpover. I do. 

Senator Kem. At whose direction did you make that investigation ? 

Mr. Vanpover. At the direction of my superior, Mr. B. I. Shack- 
lette, the director of the Compliance Division, War Assets Adminis- 
tration, in Washington. 

Senator Kem. Did you interview on that occasion William B. 
Smith, Acting Deputy Regional Director, Office of Real Property 
Disposal of GSA, War Assets, in Kansas City ? 

Mr. Vanpover. I did. 

Senator Kem. Did you inquire of him about the circumstances in 
connection with the negotiations of the so-called lease between War 
Assets and Midwest ? 

Mr. Vanpover. I did. 

Senator Kem. Will you tell the committee what he told you with 
reference to the execution and negotiation of that lease? 

Mr. Vanpover. Senator, I would like to read what he told me, if 
it is permissible, from my report. 

Senator Kem. Would you be good enough to refer to your report? 

Mr. Vanpover. I don’t have it. 

Senator Kem. I think it can be supplied to you. 

Senator Anperson. While he is getting that, tell us who you in- 
terviewed in the office; tell us who all the people were that you 
interviewed. 

Mr. Vanvover. I will be glad to if I can look at my reports. It is 
dated October 13, 1949, I cannot do it from memory. 

Senator Anperson. Well, you remembered Mr. Smith, and I won- 
dered if you remembered Mr. Joyce, and if you remembered any 
other people. 
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Mr. Vanvover. Yes. Do you want me to answer Senator Kem’s 
question first ? 

Senator Anperson. It does not matter at all. I just thought while 
you were finding that you could just say who you interviewed. You 
are very sure you remembered Smith, and I wondered who else you 
remembered. Never mind, go ahead with the other. 

Mr. VANDovER (reading) : 


William B. Smith, Acting Deputy Regional Director, Office of Real Property 
Disposal, General Services Administration, War Assets, Kansas City, Mo., advised 
on October 12, 1949, that E. V. Turney, who is in charge of real property disposal, 
and who is on sick leave due to a heart attack, negotiated the lease with V. M. 
Harris Grain Co. and Quirk J. Bernard, Regional Director, negotiated the lease 
with the Midwest Storage & Grain Co., Inc. He said he did not obtain any 
recommendations from the State chairman, Production and Marketing Admin- 
istration, concerning any of these leases, nor did he obtain necessary clearance 
from General Services Administration, War Assets, Washington, D. C 

He pointed out that sometime in September the actual date of which he does 
not know, he was called into the office of the Regional Direc tor, and those present 
were Quirk J. Bernard, Thomas E, Joyce, regional counsel, Dan Nee, and a 
Mr. Stark. He pointed out that he was told by the regional director that War 
Assets was going to lease 113 buildings to the Midwest Storage & Realty, Inc. 
He recalled that Thomas E. Joyce, regional counsel, had drawn up the lease, 
and he and Joyce witnessed the signature when Bernard, Dan Nee, and A. H. 
Myers signed the lease. He claimed that the Office of Real Property Disposal! 
was not advised or consulted with regard to this lease, and Real Property had 
no voice in the matter. 

He ‘remembered that Dan Nee said they were going to store corn owned by 
Commodity Credit Corporation in the buildings of Camp Crowder 

Smith searched the files of the Real Property Division and said there is 
definitely no written recommendation from the Production and Marketing Admin 
istration regarding these leases, but he did locate the following telegraph dated 
June 23, 1949: 

EK. V. Turney, W. A. A Re storage building Camp Crowder. Storage build- 
ings are needed for grain storage. Recommend for leasing for this purpose 
providing lessee is = = meet requirements of uniform grain storage agreement 
and make space avail » for loan grain. Assigned Cowan, Commodity Credit 
Corporation, Kansas ( ty, Mo.” 

That is the sum and substance of Mr. Smith’s testimony. 

Senator Kem. Did you read this sentence that Mr. Smith told you 
that insofar as he knew, while acting in charge of Real Property 
that he nor any member of his st: aff was not poe or had any part 
in negotiating the o1 igin ul lease ¢ 

Mr. Vanpover. Yes, sir: I read that. 

Senator Kem. You cod that ? 

Mr. Vanpover. Yes. 

Senator Kem. Did you read the first he knew about it was when 
he was called into Mr. Bernard’s office to witness the signing of the 
lease ? 

Mr. Vanpover. I just read that. 

Senator Kem. Yes. Did you read “I definitely received the im- 
pression when interviewing Smith that he definitely told me the 
truth in this matter”? 

Mr. Vanpover. That is my opinion; that is in answer to a letter 
this committee wrote me about a month ago. 

Senator Kem. Yes. 

Senator ANDERSON. — I see that, please ? 

Mr. Vanpover. Yes, si 

Senator Kem. Did whe learn anything about special or confidential 
files that were maintained in Mr. Bernard’s office ? 
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Mr. Vanpover. I was transferred to Kansas City on March 1, 1949, 
and I was there until November 30, 1949, when the field division of 
the Compliance Enforcement Division of War Assets was abolished. 

This committee wrote me a letter, and I received it at Portland, 
Oreg., about 30 days ago, and they inquired about those files. 

At the time I made this investigation there were two file folders, and 
one had a tab on it, “Midwest Grain Storage & Realty Co.,” and the 
other was the V. M. Harris lease. 

In endeavoring to answer the committee’s letter I also informed 
them that in the regional office in Kansas City there was the general 
files, there was the files in the Real Property Disposal Division, in 
the regional counsel’s office; there were a series of file cabinets which 
were under the control of the regional counsel, and that was Mr. Joyce. 

Then, in Mr. Bernard’s office there were file cabinets which were 
classified by Compliance as confidential. The purpose of those file 
cabinets was we made character and loyalty investigations of all 
employees of War Assets. 

At one time in the Kansas City region there were a large number 
of employees, perhaps better than 2,000. Because these files, these 
reports, went into the background and character and loyalty toward 
the United States of these individuals, there was a regulation that 
they had to be under lock and key, and they had to be maintained 
by the regional director. Now, those were the confidential files. 

Senator Anperson. Could we go back for just a minute? I thought 
I was listening carefully while you read this, and then Senator Kem 
asked you three questions, and the third question was a matter of your 
opinion on this, and I would like to have the reporter read the other 
two questions and your answers to them to see if we have this straight, 
if vou do not mind. 

Mr. Reporter, could you find those three questions, and will you 
read those? You said “I have just read that,” or words to that effect. 

The Cuatrman. That was from the letter he wrote to Mr. Kendall of 
the committee staff. 

Senator Anperson. I wish the reporter would read it back. This 
witness is under oath, and he just got through saying he remembered 
something or other, and either my memory is failing me or my ears 
are failing me, because I certainly do not recall your answering it, and 
I would like to have the three questions read now, and the answers 
read of the witness. 

The Cruarman. We might compare them with that letter he sent 
to Mr. Kendall. 

Senator Anperson. I only want to clear it as to what TI listened to. 
I am trying to listen to this testimony, and it does not follow. Would 
you read the three questions, please, Mr. Reporter. I would prefer 
if he read the questions and the answers on the part of the witness. 

(The first question read by the reporter was as follows:) 

Did you read this sentence that Mr. Smith told you that insofar as he knew 
while acting in charge of Real Property that he nor any member of his staff was 
not consulted or had any part in negotiating the original lease? 


(The answer thereto was read by the reporter as follows:) 


Yes, sir; I read that. 

Mr. Vanpover. He claimed that the Office of Real Property Dis- 
posal was not advised or consulted with regard to this lease, and Real 
Property had no voice in the matter. 
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Senator Anprrson. Isn’t this man the deputy director down there? 
Isn’t he the director or deputy director of the Office of Real Property ? 

Mr. Vanpover. He was the acting, during the absence of Mr. 
Turney. 

Senator Anperson. There is a little difference in here, is there not ? 
Would you read it again ¢ 

Senator Kem. What I have is this: 

William B. Smith, acting deputy regional director, Office of Real Property, 
GSA, War Assets Administration, Kansas City, Missouri, told L. S. Vandover, 
nvestigator for GSA, that, “Insofar as he knew while acting in charge of Real 
Property that he nor any member of his staff was not consulted or had any part 
in negotiating the original lease, and the first he knew about it was when he was 
ealled into Mr. Bernard's office to witness the signing of the lease.” 

(The reporter read the next question as requested as follows) : 

And did you read the first he knew about it was when he was called into Mr. 
Bernard's office to witness the signing of the lease? 

(The answer thereto w as read by the reported as follows:) 

I just read that 

Mr. VANDOVI R (reading) : 

He pointed out that he was told by the regional director that War Assets was 
going to lease 113 buildings to the Midwest Storage & Realty, Inc He recalled 
that Thomas F. Joyce, regional counsel, had drawn up the lease, and he and 
Joyce witnessed the signature when Bernard, Dan Nee, and A. H. Myers signed 
the lease He claimed that the Office of Real Property Disposal was not advised 
or consulted with regard to this lease, and Real Property had no voice in the 
matter 

He was the acting regional director at the time I interviewed him. 
Senator ANDERSON. Regional director ? 

Mr. Vanvover. Acting deputy regional director, Office of Real Prop- 
erty Disposal. 

Senator ANDERSON. Does he say anything about any other member 
of his staff there / 

Mr. Vanpover. What the Senator wrote me—rather what this com- 
mittee wrote me—was a letter about 30 days ago. I made this investi- 
gation in 1949 and I was trying to answer the questions to the best of 
my ability by memory. 

The CuarrmMan. You did not consult with your report then ? 

Mr. Vanpnover. This report has always been in Washington. I am 
ho longer with that organization. 

Senator Anperson. I would recognize that it is very, very difficult 
fora person to remember, and this is very. very close. 

Senator Kem. I think the substance of the two statements is very 
close. 

Mr. Vanpover (reading) : 

He pointed out that sometime in September, the actual date of which he does 
not know, he was called into the office of the regional director, and those present 


were Quirk J. Bernard, Thomas FE. Joyce, regional counsel, Dan Nee and a Mr. 
Stark. 


Senator Anpt rson. The only point I was raising is that I did not 
find where there was a statement that this was the first he knew about 
it. The report vou said was that he was called into the office. If that 
was the first time, I think that is what he should say, or that you said 
that. I fully agree it is very difficult for a person several years later 
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to testify about a report. I did not know he had that before him 
when he made this statement. 

Senator Kem. I think the witness demonstrated that he has an 
excellent memory. 

Senator Anperson. Did he tell you this was the first time he knew 
about it? 

Mr. Vanpvover. Yes, that is from memory. 

Senator Anprrson. It does not actually state that, does it? 

Mr. Vanpover. It sort of sums it up. He was called into his office— 
let me read it again. 

Senator Anperson. Now, Mr. Joyce was called into the office. I 
don’t think you would say that that was the first Mr. Joyce knew 
about it, because he had drawn the papers. Smith was called in, and 
Joyce was called in. I do not think there is anything there that says 
it was the first time he saw it. 

Senator Munpt. It is related in the following sentence. Does that 
not imply that? 

Mr. Vanpover (reading) : 

He pointed out that sometime in September, the actual date of which he does 
not know, he was called into the office of the regional director, and those present 
were-— 

The Cuarrman. Where does it say that he was not consulted and 
he did not know a thing about it ? 

Senator Anperson. That is further down, but where does it say 
that? 

Senator Munpr. The next question. 

The Cuarrman. It strikes me that if he had said that you would 
have it specifically in his report. 

Mr. VAnpover (reading) : 

He claimed that the Office of Real Property Disposal was not advised or con- 
sulted with regard to this lease, and Real Property had no voice in the matter. 

Senator Anpverson. I was referring to the question where he said 
“for the first time,” and it-is not in the statement you got at that time. 

I do not think it is a large point. I just did not recognize where he 
had said anything about the brat time. 

Senator Kem. It seems to me he did pretty well. 

Senator Anperson. If he had not seen that paper for two or three 
vears, he did very well. 

Senator Kem. Now, was the Midwest and the Harris lease file car- 
ried in this confidential file cabinet ? 

Mr. Vannover. No, sir. 

Senator Kem. Was it out where anybody could see it ? 

Mr. Vanpover. When I came in and examined it it was in the Office 
of Real Property Disposal. 

Senator Kem. Where it could be seen ? 

Mr. Vannover. It was not available to the general public, no. They 
had a section of the files in the Real Property Disposal. 

Senator Kem. But, I mean, any employee of the office having any 
reason to consult it could look at it ? 

Mr. Vanpover. Yes, sir. 

Senator Kem. So far as you saw there was no effort made to keep 
this secret? 

Mr. Vanvover. No, sir. 
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Senator Kem. Are you the one who made the investigation of the 
fact that the records in the Office of War Assets in Kansas City show 
that two telephone calls were made by Quirk Bernard to Harry Easley 
in 1949 ¢ 

Mr. Vanpover. No. sir; I did not. I know nothing about that. 

Senator Kem. Do you know anything about those calls? 

Mr. Vanpover. No, sir. 

Senator Kem. Did you consult with James Hornbostel, the associate 
regional counsel of War Assets when you were there ? 

Mr. Vanpover. I did. 

Senator Kem. What developed in your conversation with Mr. 
Hornbostel / 

Mr. Vanpover. Well, I will have to give you the background on that. 
When I started my investigation on this, the first thing I did, of 
course, Was to examine the file, and I found where the War Assets 
Administration had conveyed the property at Camp Crowder. Mo.. 
by quitclaim deed, and that was dated December 28, 1948. 

Then I found that later on, about 6 months later on, they had 
entered into two grain leases, one to V. M. Harris some time in June, 
and then later on another lease to Midwest Storage & Realty Co. So, 
the legal question came into my mind, can a person lease property 
which he does not own‘ So I went to the Legal Division of the 
Regional Office there, and I intended to talk to Mr. Joyce at that time, 
and Mr. Joyce wasn’t in, and his girl said he wouldn’t be in for the 
aay. So then I went to Mr. Hornbostel, who was assistant regional 
counsel, and I handed him the lease, and I asked him to interpret it 
for me and, of course, first I asked him if he was a lawyer, and he 
told me has Was, and he said he was licensed to practice law in Mis- 
souri, and he told me he was formerly connected with the Attorney 
General’s Office of Missouri. and he then gave me his legal opinion of 
the lease, whi h is quoted In this report. 

Senator Kem. That was to the effect that it was an option and nota 


/ 


ease 
Mr. Vanpover. It was, in his opinion; yes, sir. 
Senator Ki M. And the Micwest could keep the 115 buildings tied up 
for 2 years without paying any money except $1 per building? 
Mr. Vanpover. That was his opinion; yes, sir. 
Senator ANDERSON. Can you quote directly from that? 
Mr. Vanpover. Yes, I will read it to you, sir. I am reading from 
~ report, cated October 13, 1949: 


James L. Hornbostel, Associate Regional Counsel, General Services Admin- 
stration, War Assets, Kansas City, Missouri, in the absence of the regional 

insel on October 11, 1949 studied the two grain leases discussed in this report 

gether with the quitclaim deed between War Assets Administration and the 
University of Missouri. Mr. Hornbostel is a licensed attorney and was former 
assistant attorney general of the State of Missouri. 

During the war he was an officer assigned in the Judge Advocate General’s 
department. Hornbostel advised that the Harris Grain Company lease concerns 

definite quantity of space to be used for commercial purposes for a definite 
sum of money. He pointed out that this lease also contains a provision that the 
joard of Curators must consent to the lease, and in his opinion the letter from 
Paul A. Hanna to War Assets does not constitute consent, and further Paul A. 
Hanna is business manager of the University and is not a member of the Board 
of Curators. 

He contended that there is no option to renew in the Harris lease, and the 
Harris lease shows on its face that the Government does not own the property 
because it has been conveyed by quitclaim deed to the University of Missouri. 
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He said it is his opinion that the purported lease to the V. M. Harris Grain Com 
pany is in effect illegal because the Government did not have title to the prop 
erty at the time the lease was executed. He pointed out that the rental money 
forwarded to War Assets and deposited in the United States Treasury could 
be legally demanded and recovered by the University of Missouri, because the 
sjoard of Curators did not give their consent to the lease. 

Hornbostel contended that the lease to the Midwest Storage & Realty, In 
is not a lease but is an option given to that corporation to use the premis« 
for storing corn. He said that if the buildings are used for storage of corn 
the rental is computed by the lessee and paid on a quarterly basis. He asserted 
that if none of the buildings are used for the storage of corn no money would 
be paid to War Assets. He related that the payment of one dollar per building 
as consideration, that keeps the buildings from being used for any other purpos: 
than the storage of corn by the lessee. 

He pointed out that this lease contains an option to renew, and Midwest 
Storage & Realty, Inc., can keep the 113 buildings tied up for 2 years withou 
using them to store corn therein. 

He said that neither lease contains a cancellation clause prior to the expira 
tion of the term, and it is his confidential opinion that the best interests of the 
Government were not served in connection with the lease to the Midwest Storag: 
& Realty, Inc., because the lease ties up 113 buildings for a period of 2 years 

He then pointed out that it is his opinion that Camp Crowder was not surplus 
at the time the leases were entered into because General Services Administra- 
tion, War Assets, did not have the title thereto. He was of the opinion that War 
Assets had no legal right to enter itno the leases, and also it was his opinion that 
the letter from Paul Hanna, Business Manager, University of Missouri, of 
Columbia, Mo., dated August 29, 1949 does not constitute consent by the Board 
of Curators of the University of Missouri. 

Senator Munpr. What was the date of that report / 

Mr. Vanpover. October 13, 1949. 

The CHarrmMan. So, after all, the leases were of no value, of no 
account, because War Assets did not have title to the property. 

Mr. Vanvover. That was Mr. Hornbostel’s opinion. 

Senator Munpr. At whose instigation did you make that invest 
gation ¢ 

Senator Kem. Let me say that we looked into that, and I think he 
was probably exactly correct at the time, but subsequently the U1 
versity of Missouri relinquished their interest, so that it has become 
an academic question, 

The CuarrmMan. I mean at the time. 

Senator Kem. Yes, I think you will find that is correct. 

Senator Munpr. At whose instigation did you make that invest 
gation ¢ 

Mr. Vanpover. Orders from Washington. 

Senator Munpr. Yes; but from whom? Jess Larson? 

Mr. Vanpover. I got a long distance-telephone call from a Mr. 
Felix Westwood, and 

Senator Anperson. Can you identify him / 

Mr. Vanpover. Yes: he was one of the assistants to the director of 
the Compliance Division of General Services Administration here in 
Washington, and he told me over long distance that he wanted me to 
survey the records out there in the Kansas City region to determine 
if any property owned by War Assets Administration or under 
control of War Assets was being used to store corn, and in addition 
thereto he gave me—he named four installations which I should spe- 
cifically look for records on. One was the naval base at Ottumwa, 
lowa; another one was at Sioux City, Iowa: and the third was at, I 
think it was, the Sedalia Army Airfield, and that I did, and this is 
the result. 
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Senator Munpr. And the fourth was Camp Crowder? 

Mr. Vanpover. Well, in going to these others, I found also that 
there were leases on Camp Crowder, so I immediately wrote him a 
letter, sent it air mail, and Mr. DeLisio, who was another assistant 
to the director, called me back the same day the letter was received 
I Washington, and said to make an investigation of it. but not to 70 
into the Commodity Credit Corporation end of it because it wasn’t 
under War Assets’ jurisdiction. 

Senator Munpr. So you actually investigated corn storage leases 
on four places altogether, Ottumwa, Sioux City, Sedalia, and Camp 
( rowcder ¢ 

Mr. Vanpover. Well, it started out that way, Senator, but it did not 
end up that way. Sedalia Army Airfield had at one time been declared 
surplus to War Assets by the Army Air Forces. When I checked it, 
War Assets Administration had no jurisdiction there. The Army 
Air Forces had withdrawn the installation, so because War Assets 
had no jurisdiction we didn’t go into any investigation there. 

The same was true at Ottumwa, Iowa. It was a naval base, and the 
Navy hid withdrawn it, and it was under the jurisdiction of the 
Department of the Navy, so we did not go into any investigation 
there: and at Sioux City, Iowa, that airport there, if my memory 
serves me correctly, had been disposed of to the city. 

Senator Munpr. As a municipal airport. 

Mr. VANDOVER. The Government no longer had legal title or juris- 
diction or control of it. 

Senator Munpr. So you ended up investigating just those two? 

Mr. Vanpover. That is right, sir. 

Senator Kem. Was your attention drawn to the fact that the Mid- 
west lease provided for 2 cents per square foot of usable space, 
whereas the Harris Grain Co. lease provided for 5 cents? 

Mr. Vanpover. Well, I noticed that when I studied the leases; 
yes, SIP. 

Senator Kem. Did you investigate whether the difference between 
the buildings in the two leases justified that disparity in rental ? 

Mr. Vanpover. Well, 1 went to the State grain commissioner, I went 
to the Missouri statutes, and those other people I talked to. It was 
very hard to come to a logical conclusion, so they worked on it up 
here in Washington, our Washington field office also, by making inter- 
views, and even though the maximum rate charged permitted under 
the Missouri statutes is higher, it was definitely testified that due to 
the condition of the buildings, the distance from the railroad tracks, 
that it was not a ridiculously low rate. 

Senator Kem. And the differential was probably justified ? 

Mr. Vanpover. Yes, sir. 

Senator Kem. When you investigated the Midwest Storage & Realty 
Co., did you find that at the time the lease was executed on September 
15, 1949, that the company had no paid-in capital ? 

Mr. Vanpover. Here is as far as we went; we checked the records 
of the incorporation. We found—we also checked with Camp Crow- 
der, and there is only one railroad that operates a spur down there, 
and if I recall correctly it is the Kansas City Southern, and we found 
that no corn had been delivered, and we did not go into that phase of 
it outside of what was shown in the articles of incorporation, as to 
how much asserts they had. 
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Senator Kem. Now, did you investigate the relationship, busines: 
relationship, existing between Dan Nee and Quirk J. Bernard? 

Mr. Vanpover. Yes, sir. I examined the recorded incorporation 
records in Kansas City, and they disclosed that Bernard Motors is « 
corporation. ‘The incorporators were Mr. Bernard and his wife and 
Mr. Nee and his wife; and also we checked—in checking the records of 
War Assets we found Mr. Bernard had executed a form, W. A. L. 9», 
and I examined it in his personnel file. 

Senator Kem. That is this paper here? 

Mr. Vanvover. This is a photostatic copy of the original record 
that was in his personnel file at the time we made the investigation. 

Senator Kem. Did you find that the directions there had been car- 
ried out to the effect that the matter should be submitted to an imme- 
diate superior for final decision with an explanation as to such personal 
or business relationship ¢ 

Mr. Vanpover. I don’t understand your question. 

Senator Kem. This regulation says that it shall be incumbent upon 
the employee to submit the matter to his immediate superior for final 
decision, with an explanation as to such personal or business relation- 
ship. 

Did you find in this case that that was carried out ? 

Mr. Vanpover. Mr. Bernard was the regional director; his superio1 
would have been Washington. 

Senator Kem. Yes. 

Mr. Vanpvover. The liquidator of War Assets was his superior. In 
searching records I found nothing to show that the matter had been 
submitted by Mr. Bernard. However, I talked to Mr. Turney, and 
Mr. Turney told me that he had cleared—I should not use the word 
“cleared”—he had phoned a Mr. Peyton, who was in charge of the 
warehousing division of War Assets in Washington, about the time 
or a little before the lease came up, on leasing the property to V. M. 
Harris down at Camp Crowder, and that Mr. Peyton supposedly told 
him over the telephone that he thought it would be all right if they 
would get written consent from the University of Missouri. 

Senator Kem. Yes. But was the fact that paragraph 5 of regula- 
tion CAF 12, zone 4, that is set out in WAL 92, was not being com- 
plied with, brought to your attention or investigated by you? 

Mr. Vanpover. Well, of course, that was one of the purposes of the 
investigation, to ascertain if there had been a violation of this regula- 
tion, and I found no evidence that Mr. Bernard had personally taken 
this matter up with any superior in Washington. 

Senator Kem. I see. 

Did you investigate the transactions between Midwest and Bernard 
Motors with reference to the purchase and sale of trucks? 

Mr. Vanpover. I left Kansas City on November 30, 1949; I have 
not been back since, and I don’t know anything about the sale of any 
trucks, 

Senator Kem. When did you leave Kansas City ? 

Mr. Vanpover. November 30, 1949. 

Senator Kem. Well, the trucks had already been sold at that time, 
but you did not learn anything about that ? 

Mr. Vanpover. No; I had nothing further to do after the middle 
of October with this investigation of Camp Crowder, concerning these 
two leases. 
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Senator Kem. After the middle of October? 

Mr. Vanpover. That is right. 

Senator Kem. I believe that is all. 

The CuatrMan. Do you know the purpose of this investigation? 
Who ordered it, and why it is being conducted ? 

Mr. VAnpover. Here is the 

The CuarrMan. I am just asking you if you know. 

Mr. Vanvover. Who ordered it? 

The CHarrman. Yes. Why was it done; what was the purpose 
of it? 

Mr. Vanpover. Well, the purpose of it was to determine if there 
was any fraud against the Government. 

The Cuarrman. What does your report show ? 

Mr. Vanpover. ‘There was—we found no evidence of a violation of 
a criminal statute. 

The Cuarrman. Any other questions? 

Senator Anperson. I have a question. In this opinion by Mr. 
Hornbostel. or whatever his name was, that this was only an option 
and they could hold this for 2 years by the payment of a dollar per 
building, was that the impression he left with you ¢ 

Mr. Vanpover. Yes, sir. 

Senator Anperson. Did not the lease require them to maintain fire 
insurance on all these buildings ? 

Mr. Vanpover. I will have to take a look at the lease. 

Senator Anperson. I will be glad to let you see the lease. 

Mr. Vanpover. It has been so long since I saw it. 

Senator Kem. Was that insurance to be effective before possession 
was taken of the building ? 

The CHarrMan. Immediately. 

Senator Anverson. Immediately. 

Senator Kem. Immediately on execution of the lease ? 

Senator Anperson. That 1s what it would require, I would think. 

Senator Kem. They certainly would have insured buildings they 
had to take possession of. 

Mr. Vanpover. Well, it says, “during the term of the lease.” 

Senator Anperson. That is right. 

Mr. Vanvover. If I recall, there is a later paragraph here some- 
where that the lease starts on September 15. 

Senator Anperson. That is right. 

The CuHarrman. Whatever the terms are. 

Senator Anperson. That is what I am getting at, Mr. Chairman. 
The lease started in September, and it required a dollar a building, 
and required $30,000 worth of premiums, did it not, for fire insurance, 
something in that neighborhood? That is a special hazard, and 
would take a rather high rate. 

The Cuamman. That is in the record already. I brought it out 
this morning and yesterday. 

Senator Anperson. I realize that, but in Mr. Hornbostel’s discus- 
sion of it, did he know there was a provision in there completely 
different from what he said in his statement to you? 

Mr. Vanpover. He read the lease. 

Senator Anperson. He did read it? And as a lawyer he did not 
know that the lease required the performance on the part of other 
people? 
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Senator Kem. Completely different in what respect ? 

Senator Anperson. Well, he testifies that it is to have been only 
the payment of a dollar, and again I would rather you read what he 
said, because I might have forgotten it, but it seems to me that he 
testified that it was only on the payment of a dollar, and if they did 
not use these things they could hold them for 2 years. 

Senator Arken. I would say that they would have to carry the 
insurance just the same as if they were paying $1,500 a month. 

Senator Anperson. That is right: it would have cost them for 2 
years something in the neighborhood of $50,000 to have carried the 
insurance that long. 

Senator Arken. In any case they would have had to insure the 
buildings. 

The Cuamman. The point is the cost is more than a dollar per 
building. 

Senator Kem. Can I see that? 

The Cuarrman. That is an interpretation. 

Senator Kem. It seems to me that the fair interpretation of that 
lease would be that the insurance need not be effected until the lessees 
had commenced to pay rental, on taking possession of the buildings. 

Senator Anperson. I read it, and it is dangerous for a person not 
a lawyer to try to interpret a contract, but as I read it, if I were the 
person who was assuming the obligation I would feel that I was 
obligated to pay a dollar a building and carry insurance on it, and 

carry public liability as well as property insurance on it, and I would 
have that effective as soon as I took charge of it—as soon as I started 
to pay the dollar, and the lease became effective in September, and that 
meant a dollar a building, which was $115, plus $40,000 of insurance, 
and I am just wondering how this former assistant attorney general] 
of the State of Missouri concluded there was no such obligation there. 
Was he familiar with the lease, in other words? 

Mr. Vanpover. He read it—he read both leases. 

Senator Anperson. I am not trying to be critical of the testimony 
you have given; I am glad that we have got a record of it, that you 
list a statement here that shows what his conversation was; but I 
would think that on a lease that he says was invalid in the beginning, 
that it was a pretty good obligation if they proceeded to insure these 
buildings, and I think, Mr. Chairman, it might be well to find out 
what the effective date of the insurance was. 

The Cuarrman. Yes. 

Senator Arxken. May I get this clear: Isn’t there an item of insur- 
ance in the profit and loss statement of $67,918.52—did that cover— 

Senator Anperson. Undoubtedly that covered part of the grain 
and storage. 

Senator Arken. It covered liability, but the major part of it would 
cover the insurance on the grain itself. 

Senator ANperson. On a risk of that sort, the risk, the liability on 
the grain would be relatively light. 

Senator Arken. ‘Two million bushels of grain at one time, it seems 
the insurance on the grain would have been nearly that much. 

Senator Kem. I think we ought to get, Mr. Chairman, this insurance 
and see what interpretation the lessee put on it, whether he put on 
it the interpretation that the insurance had to become effective on 
September 15, 1949, or whether he put on it the interpretation, which 
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seems to me to be more reasonable, that the insurance was to become 
effective when he took possession of the buildings. 

Senator ANprerson. I very much agree that we ought to find that 
question out. I think Mr. Easley is here is he not /—and we could 
put him on the stand and find out when the insuranue was effective, 
and if he does not know, have him check with the agency and look over 
the records, and I am sure he keeps his daily reports, and we can 
find out when the insurance was effective. 

The CuarrMan. Is Mr. Easley present ! 

Mr. Correr. He has just been released. He said he wanted to get 
to New York. 

The CuarrmMan. We will find out. 

Senator Anperson. [| think it is very important to find out what the 
interpretation was that he put on it. 

The CHairman. Any other questions? Thank you very much. 

Admiral Mather ¢ 

Do you solemnly swear you will tell the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Admiral Maruer. | do. 

The CHarrMAN. Senator Kem. 


TESTIMONY OF REAR ADM. PAUL L. MATHER, UNITED STATES 
NAVY, RETIRED, BETHESDA, MD. 


Senator Kem. All right. Would you state your name, Admiral? 

Admiral Marner. Admiral Paul L. Mather, United States Navy, 
retired. 

Senator Kem. Where do live you live, Admiral ? 

Admiral Marner. I have just moved, sir, to apartment 219, Pooks 
Hill Road, Bethesda 14, Md. 

Senator Kem. Were you at one time connected with War Assets 
Administration ¢ 

Admiral Marner. Yes, sir; I was. 

Senator Kem. When was that? 

Admiral Maruer. From January 1947 until approximately Jan- 
uary 5, 1950. 

Senator Kem. What were your duties in that capacity ? 

(Admiral Marner. Well, I started off, sir, as a member of the Plan- 
ning Committee, and then shortly thereafter, about 6 weeks, I was 
made Deputy Administrator for plans and policies. I guess you would 
call it management; and then for 3 months during the summer of 1947 
I was acting Acting Deputy Administrator for real property; then I 
resumed my position as Deputy Administrator of management until 
approximately December when | was appointed by the President as 
Associate Administrator, sir. 

Senator Kem. Well, to recapitulate, what was your connection with 
the Kansas City office of War Assets Administration in the month 
of August and September 1949 ? 

Admiral Marner. In August and September 1949, sir, I was the 
liquidator of War Assets and in charge of that operation under the 
administrator of General Services. 

Senator Kem. You were under Mr. Larson ? 

Admiral Matuer. That is correct, sir. 

Senator Kem. You were over Mr. Quick J. Bernard ? 
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Admiral Marner. That is correct, sir. 

Senator Kem. The regional director. 

When did you first hear of the transactions between War Assets 
and Midwest Realty & Storage, Inc. ? 

Admiral Marner. I have been trying to recall that exact date, sir. 
It was some time in the fall of 1949, and I believe around the middle 
of October. I have not had a chance to refresh my recollection from 
records. 

Senator Kem. Do you recall what brought the case to your atten 
tion ? 

Admiral Marner. Yes, sir. My chief of Compliance came in with 
either a letter or a report that he had received which contained some 
apparently disturbing material, first, about the nature of the lease, 
that is to say, the remuneration received wasn’t adequate, and an indi 
cation that there might be some irregularities. 

Senator Kem. W hat did you do w hen that information came to you! 

Admiral Maruer. My general counsel, sir, was just about to embark 
on a trip to all of the offices in the Middle West, and I showed him this 
report or a letter—whichever it was 

Senator Kem. Who was he? 

Admiral Marner. John J. Joss. 

Senator Kem. What happened ¢ 

Admiral Marner. And I asked him if he would look into the situ 
ation and make a report to me. 

Senator Kem. And did he do so? 

Admiral Marner. Yes, sir. He spent 2 or 3 days in Kansas City, 
sir, and reported to me by telephone, and then cofirmed orally wher 
he returned from his extensive trip, that while the least was somewhat 
loose, nonetheless it was of a type that was satisfactory. 

He did tighten up some of the points that he considered loose, some 
of those matters. With regard to the apparent or alleged inadequacy 
of compensation vis-a-vis the first lease for grain storage, he said 
that there was no common denominator; that is to say, the trans 
portation difficulties on the part of the Midwest, the later storage. 
were very much greater than those enjoyed by the others, so he felt 
that it was a lease that we could live with. 

He found that there was no evidence of fraud on the part of the 
regional director, sir. 

Senator Kem. Did he concur in the opinion of Mr. Hornboste] 
that the original lease was an option and not a firm lease ¢ 

Admiral Marner. That is the first time I have had the point raised, 
sir, and I don’t know now, nor have I ever heard of Mr. Hornbostel. 
I have heard this testimony this afternoon, sir. 

Senator Kem. Would you be good enough to examine paragraph 2 
of that lease, and give us your interpretation of that? 

Admiral Marner. Now, what was the question, Senator? 

Senator Kem. Would you be good enough to give us your inter- 
pretation of that, whether it was a firm lease or an option / 

Admiral Matruer. Well, I can see your point, sir. Frankly, I am 
not skilled enough in the strict legal interpretation to be able to an- 
swer your question. 

Senator Kem. I am not asking you for a legal interpretation, Ad- 
miral. I am just asking you as a naval officer to tell us the inter- 
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pretation you would put on that language. Isn't it very plain to the 
effect that—— 

Admiral Marner. It says that: 

Che lessee shall pay to the lessor as rent the sum of $1 ($1.00) per building 
ipon execution of this lease plus two cents (2¢) per annum per square foot of 
usable floor space from the date the various buildings hereinbefore listed, 
except two buildings are occupied by the lessee for living purposes. 

Senator Kem. Well, that is plain English, is it not ‘ 

\dmiral Marner. It is plain to me. I don’t know what you call it, 
but it is plain English. I did not mean to be humorous. 

Senator Kem. The meaning of that language is that the lessee is 

nder no obligation to pay more than $1 per building until he takes 


possession of the property. 

(dmiral Marner. That would be my interpretation, sir. 

Senator Kem. Well, now, isn’t that a rather unusual way for War 
(ssets to dispose of its property Y 

(\dmiral Marner. That is a matter of opmion, of course, and let 

e give you mine. 

Senator Kem. I am asking for your opinion. 

Admiral Marner. I would like to go back historically for a mo 
ment. Sir. 

“enatol KX; M. Well. let us 

Phe CuarrMan. Let him go back. 

\dmiral Marirer. Here is what I am getting at, sir. War Assets 
was In the process of liquidation. The Camp Crowder properties 

plagued us for a long period of time. We were paying at the 

ti these leases were consummated about $4,700 a month, if my 
ory serves me correctly—just under $5,000 a month—for protec 
‘he fire hazards were great, and the buildings 


( ind maintenance. ‘T 
re literally deteriorating before your very eyes. 
oht ada, pare thetically. that those buildings were what are 


s “theater-of operation buildings” designed for 


wh in the service a 

normal life expectancy of 5 years, They were constructed in the 
early 1940°s, and here we are talking of 1949. 

Those expenses were cursing us, and I was willing to do almost 
anvthing as long as we could be relieved of that « xpense to the Govern 


ent and get some income: so, perhaps, it was unusual, but we had 


fered these properties without any takers on them, and I had been 


very severely taken to task by the House Appropriations Committee 


for not moving faster in these dispositions, 

Senator Kem. This paper—the only thing that this paper guaran- 
teed the Government was $113 in 2 years, Was it not ¢ 

\dmiral Marurer. Unless you take into consideration or cognizance 
of the circumstances then existing, sir. I recall having been advised 
if 2 great shortage late in May, and of the need for grain storage. 

Senator Kem. Admiral, would you excuse me—would you mind 
iswering my questions, and then you will be given plenty of oppor- 
tunities for explanation ¢ 

\dmiral Marner. All right, sir. 

Senator Kem. Under this paper here, the only thing that the Gov 
ernment was guaranteed was $113 for 2 years. 

\dmiral Marner. That is correct. 

Senator Kem. Yes. 
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Now, my question to you is, Just previous to that was not that a 
rather unusual way for War Assets to dispose of its property? 

Admiral Maruer. If there were no other considerations, sir; and 
what I am trying to tell you 

Senator Kem. Do you know—you will be given an opportunity to 
make any explanation you want to make. 

Admiral Maruer. Yes, sir. 

Senator Kem. Do you know of any other case in which War Assets 
disposed of its property in that way / 

Admiral Marner. No. I must confess I don’t know the details 
of many cases; there may have been, but I don’t know. 

Senator Kem. Do you care to make any further explanation? 

Admiral Marner. Well, except the consideration of the circum- 
stances then existing, sir, for the urgency of the grain-storage pro- 
gram, the fact that this property was apparently wanted for that, the 
fact that the Commodity Credit people sometime in June, in connection 
with the Harris lease, had requested that we do lease for this purpose, 
provided certain considerations or certain regulations of Commodity 
Credit were observed; so I presume the regional director who had 
authority in these matters, because we had delegated that authority 
to him, felt that this was a proper lease and one that would be executed 
for the purpose for which it was intended. In other words, he felt 
that although that language was there, that they were immediately 
going to get the money. 

Senator Kem. Well, now, you spoke of the Harris lease. The 
Harris lease was a firm lease for a definite period of time. 

Admiral MAtuer. I haven't seen it, sir. If you say so, I will agree 
to it. 

Senator Kem. Would you get the Harris lease? Would you hand 
the witness the Harris lease, and would you examine that and see if 
you find any optional provision in the Harris lease ? 

The CuarrmMan. Do you know what particular page, Senator? 

Senator Kem. It would be in the rental clause, right after-—— 

Admiral Maruer. Well, there was no similar provision in that; 
that I will concede. 

Senator Kem. Yes. So that the Harris lease could hardly be said 
to be a precedent for the Midwest lease in that respect. 

Admiral Matuer. It could not be so construed. 

Senator Kem. Was it brought to your attention that at the time 
of the execution of the Midwest lease that the lessee had no paid-in 
capital ¢ 

Admiral Marner. No, sir; I knew nothing of the details, sir. 

Senator Kem. Did you know that the Midwest lease was dated 
September 15, 1949, and that the capital of the lessee company, the 
Midwest company, was not paid in until more than a month later! 

Admiral Maruer. I did not know that, sir. 

Senator Kem. Is that not a rather unusual way to dispose of 
Government property, to lease it to a paper corporation with no 
paid-in capital ? 

Admiral Maruer. Certainly it is contrary to the normal accepted 
practice wherein you have got either a financial statement and satis- 
fied yourself with financial responsibility. 

Senator Kem. Would you justify such action on the part of author- 
ities charged with responsibility in disposing of Government prop- 
erty? 
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Admiral Matrer. No; I don’t think I would justify that. 

Senator Ky M. Did you investigate the connection bet ween Mr. Nee 
and Mr. Quirk J. Bernard, the regional director at the time of this, 
sir ¢ 

Admiral Marner. I did not, sir. My only investigation that was 
made was the one I have indicated by my general counsel, and 
Compliance. 

Senator Kem. Did he inve stigate that phi ise of the matter? 

Admiral Maruer. That I don’t know, sir. He is in this room. 

Senator Ky M. To refresh vour recollect on, didn’t he investigate 
that and report back to you about it? 

Admiral Marner. He took the report, and he read it when I asked 
him to look nto this matte r. and the allegations contained there 


and. as | said. he eported to me first that the lease was. alth ugh it 
was drawn rathe) Moaseby, was nonetheless one that we could live with: 
secondly, that he had tichtened up certain loose provisions in the 
lease: and, third, that he had found no evidence of fraud. 

Senator Ki M. Did he tell you any specific details about the conner 


tol bet ween Mr. Ne and Mr. Be rnard ? 

(dmiral Maruer. No, sir: he did not. 

senator Kem. Did he tell To 

Admiral Matuer. Whether the report submitted initially stated 
such connection, I don’t really remember. 

Senator Kem. Were you familiar with the regulation, War Assets 
Administration regulation, which reads as follows: 


Personal and business connections: No employee s | take fina n in 
his official capacity, or influence such action being taken, with respect to an 
official disposal transaction, if he has, or has had, any personal or business 
relationship with any person, firm, or corporation which is volve It shall 
be incumbent upon the employee to submit the matter to his immediate superior 
for final decision, with an explanation as to such personal or business relation 
shi} fhe personal relationships include relationships by blood or marriage 


personal friendship, et cetera 

Admiral Matruer. Yes, sir. 

Senator Kem. Are you familiar with that? 

Admiral Matuer. I am. sir. 

Senator Kem. Do you consider that a wise and salut: ary provision ? 

Admiral Maruer. Definitely, 

Senator Kem. Is it one you endeavored to enforce during your 
incumbency in the office? 

Admiral Maruer. Yes, sit 

Senator Kem. Was your attention invited to the fact that there 

had been appare ntly an infraction of that regulation in this case? 

Admiral Maruer. I don’t recall that, sir. I recall that there were 
certain allegations made which disturbed me, but as to precisely the 
nature of those, I don’t really recall, nor have I had a change to 
refresh my memory. 

Senator Kem. You do not know whether your counsel, in the first 
place, knew of that or, in the second place, if he did know about it 
whether he brought it to your attention ? 

Admiral Marner. No, sir: I donot. Iassume my General Counsel, 

sir, read the communication which was delivered to me. 

Senator Kem. Now. who was Baron I. Shacklette ? 

Admiral Marner. He is my Chief of Compliance Enforcement 
Division, sir, or he was at that time. 








538 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Senator Kem. Do you remember a report to him from Baron |. 
Shacklette, in regard to this matter ? 

Admiral Maruer. He is the one that brought the report to me, sir. 

Senator Kem. To refresh your pene that report referred | 
the connection between Mr. Bernard and Mr. Nee, did it not? 

Admiral Matuer. I don’t recall, sir. I know that on reading that 
report I was very much disturbed. As I say, that is the report, pre 
sumptively, that I handed to Mr. Joss. 

Senator Kem. I want to be very fair with you. Would you mind 
refreshing your recollection from that report [handing witness 
documents | ? 

Admiral Marner. Yes, sir. I mean, what is your question? 

Senator Kem. You have refreshed your recollection to date ? 

Admiral Maruer. Yes, sir. 

Senator Kem. You did know about the relationship between your 
regional director and Mr. Nee? 

Admiral Marner. I certainly did as of this date of this publication. 

Senator Kem. What is the date of that ? 

Admiral Marner. The 25th of October. 

Senator Kem. What action did you take when that was brought to 
your attention ? 

Admiral Marurr. I don’t know, sir. I took no official action. 
Whether I reported it to the Administrator or not, I can’t say; I don't 
really remember. 

Senator Kem. You do not remember whether you reported it to 
Mr. Larson ? 

Admiral Marner. Of course, Mr. Bernard was not reappointed to 
the General Services Administration under the new set-up as regional! 
director. 

Senator Kem. Well, was it your custom when an infraction of the 
regulations was brought to your attention to take some action ? 

Admiral Maruer. No, sir. 

Senator Kem. It was not? 

Admiral Marner. You mean—I did not understand your question. 

Senator Kem. Was it your custom and usual course of action whe: 
an infraction of the regulations was brought to your attention to take 
some action ? 

Admiral Maruer. Yes, sir; it was. 

Senator Kem. How do you account for the fact that you took none 
in this case ¢ 

Admiral Marner. The only way I can account for it, sir, is that the 
report of my general counsel satisfied me. 

Senator Kem. Do you remember what that report was? 

Admiral Marner. That there was no evidence of fraud. I don't 
recall this particular thing coming up, to be perfectly frank, but it 
was—this is—I am not questioning the authenticity of this report. 

Senator Kem. Now, based on the information as brought to your 
attention by Mr. Shacklette, would you say that there had been an 
infraction of the regulations? 

Admiral Maruer. Yes, sir. 

Senator Kem. You would ? 

Admiral Maruer. In the light of the testimony that I have heard 


this afternoon. 
Senator Kem. No, in light of the information that was given. 
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Admiral Maruer. If corroborated, yes; and it was admitted this 
afternoon. 

Senator Kem. Did you make any effort to see whether it was or 
could be corroborated } 

Admiral Maruer. I don’t recall, sir 

Senator Kem. You do not recall ? 

Admiral Marner. I might add that at that time—this sounds like 
an alibi, and I don’t intend it as such—I was the responsible person, so 
[ bear that responsibility—at that time the Kansas City office was just 
about extinct. We had virtually disposed of all of the property, the 
personnel were reduced to very few, and what would have been the 
courses of action open, I suppose the proper course would either have 
been a letter of reprimand or a recommendation for dismissal. I did 
not either issue a letter of reprimand nor did I make a recommenda- 
tion for dismissal. 

Does that answer your question, sir? 

Senator Kem. Well, are you satisfied now with your action in that 
case ¢ 

Admiral Maruer. I think I probably should have issued a letter 
of reprimand. Certainly, and under the regulation, it was his duty to 
report the circumstances before executing that lease. 

Senator Kem. I believe that is all. 

The Cuarrman. Did you get through telling us a while ago what 
expenses the Government was paying each month at Camp Crowder 
before it was leased ? 

Admiral Maruer. I did, sir; for protection and maintenance they 
were paying just under $5,000 per month, if my memory serves me 
correct. It was $4,700 a month, sir. 

The Cuarrman. And by leasing to Harris and to Midwest, why, 
the Government not only got revenue each month of the year but the 
insurance was carried by those two firms? 

Admiral Marner. Not only that, but the protection and mainte- 
nance were carried, sir; and, further than that, the provisions of the 
lease called for freeing of the Government from any responsibility if 
the university did get the funds and took over the property and, 
secondly, it provided that they had to make proper restoration on the 
conclusion of their lease. 

The CHatrmMan. Any questions / 

Mr. Correr. No questions. 

Senator Kem. Mr. Chairman, could the report to Admiral Mather 
from Mr. Shacklette be put in the record ? 

The Cuatrrman. Yes; without objection, it will be put in. 

The document referred to is as follows :) 

Exuisit No. 29 
OCTOBER 25, 1949. 
Memorandum to Admiral Paul L. Mather, liquidator 
From Baron I. Shacklette, Director Compliance Enforcement Division 
Subject Grain lease executed by regional director, Kansas City, to Midwest Stor- 
age & Realty Co., Inc 

On October 7, 1949, I provided you with a memorandum outlining an investiga- 
tive roundup of facts relative to alleged leasing of buildings to the Government by 
groups who had received the property involved by donation from WAA. During 
the course of that investigation, facts were developed which indicated an ap- 
parent irregular involvement on the part of Mr. Quirk J. Bernard, Regional 
Director, Kansas City, in the execution of a grain-storage lease covering buildings 
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at Camp Crowder, Mo., to the Midwest Storage & Realty Co., Inc., one of the 
incorporators of which is an associate with Bernard in another business, a Ford 
agency at Lexington, Mo. 

There are attached copies of reports of this Division made at Kansas City and 
Washington, D. C., which reports reflect the detailed history of this transaction 


STATUS OF CAMP CROWDER 


Briefly, Camp Crowder, Mo., was transferred by quitclaim deed to the Un 
versity of Missouri for use as a vocational school on December 28, 1948. The 
Government, according to informed legal opinion, has a reversionary interest 
in the property as the property was transferred subject to an appropriation of 
funds by the 65th general assembly, which will be in session through the re 
mainder of this year, for the maintenance and use of the property Notwithstand 
ing the transfer of the property to the University of Missouri, this Administratio: 
has continued to pay utility, maintenance and protection charges in an amount 
varying from $6,300 to $6,500 per month. The payment of these charges is re 
ported to have resulted from an administrative decision to protect the Gover 
ment’s reversionary interest, the 65th general assembly having neither passed 
nor introduced a bill for the maintenance of the property. Informed sources r 
ported that it is unlikely such a bill will be introduced, and that the property 
will likely revert to the Government. 


GRAIN LEASES 


Mr. Quirk J. Bernard, Regional Director, Kansas City, has, on behalf of the 
Administrator, General Services Administration, and the liquidator, War Assets, 
entered into a grain storage lease with the Midwest Storage & Realty Co., Ine., 
covering 113 buildings, beginning September 15, 1949, with an option to renew 
in consideration of payment of $1 per building upon execution of the lease, and 
2¢ per square foot per annum when occupied, except in the case of two of the 
buildings. The Midwest Storage & Realty Co., Inc. was chartered September 12 
1949 (note that the lease from the Government to Midwest Storage & Realty Co 
Inc., was executed September 15, 1949), and the incorporators are Dan M. Nee, 
with 124 shares; A. H. Myers, with 124 shares; and Fred M. Middlecamp, wit! 
2 shares, 

Dan M. Nee is also one of the incorporators of a firny known as Bernard Motors 
of Lexington, Mo., a Missonri corporation, which was chartered April 14, 1949 
the other members of the corporation being Quirk J. Bernard, his wife, Winifred 
Bernard, and Grace Nee, the wife of Dan M. Nee. No evidence was developed 
indicating an interlocking relationship between the two companies, or that 
Bernard as a member of Bernard Motors would participate in any profits earned 
by Midwest Storage & Realty Co., Ine. 

There would appear to be, however, a serious question of propriety on the part 
of Bernard in entering into such an arrangement with Midwest Storage & Realty 
Co., Inec., in view of his affiliation with one of the incorporators of that company 
in another business enterprise. It was found that Mr. Bernard signed a Form 
WAL-—92 on September 2, 1946. 

One additional grain lease has been executed for buildings at Camp Crowder 
with the V. M. Harris Grain Co., which lease covers 304,860 square feet of floor 
space at a rental of $15,248 per annum, or 2¢ per square foot per annum, the date 
of the lease being June 29, 1949. There is no indication that there is any re 
lationship between the Harris Grain Co. and the Midwest Storage & Realty Co 
Inc. It is of significance, however, that the buildings have been occupied under 
this lease, although the Harris Grain Co. is reported to be negotiating for the 
rental of 9 additional buildings. 

The Midwest Storage & Realty Co., Inc., has not taken occupancy under its lease 
because of a failure to date to receive approval from the State grain commis 
sioner, whose approval is being withheld because of the fact that an adequate 
weighing device is not available at the site. 


COMPARATIVE RENTALS 


It was possible to locate only two grain leases through interviews in Wash 
ington, and these were drawn in such a manner that they were not adaptable for 
a comparative study with those executed at Kansas City. 

Reference was accordingly made to the investigation which was conducted 
previously into allegations of the lease of property to the Government by 
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groups to whom the property had been donated by WAA. In two of these 
instances comparable leases had been executed by the donee to the Commodity 
Credit Corporation, in one of which the buildings are leased on the basis of 
a rental of 2 to 2% cents per bushel per year. In the other, on the basis of 
a lease between the city of Dayton, Ohio, and the Commodity Credit Corpora- 
tion one building, 100 by 200 feet, is leased at an annual rental of $5,820, or 
on the basis of approximately 2.9 cents per square foot per annum. During the 
course of investigation at Kansas City, the grain commissioner for the State 
of Missouri expressed the opinion that the lease arrangements in effect with 
the lessees in the Kansas City Regional Office were ridiculously low, and that 
in trade practice, warehouse operators rent warehouse space by charging the 
maximum allowed under the Missouri law. He stated that the maximum charge 
for receiving and storing grain in the category into which Midwest Storage & 
Realty Co., Inc., would fall is not to exceed 2 cents per bushel for the first 
15 days, thereafter 1 cent per bushel for each 15 days or part thereof during 
the first 6 months, and after that 0.75 cent per bushel for each 15 days or part 


thereof. 
SUMMARY 


Considerable question is reported to exist as to the legal right of the Gov- 
ernment to enter into grain-storage leases at Camp Crowder in the face of its 
transfer of the property by quitclaim deed to the University of Missouri, which 
also raises a question as to the legal basis for the payment of utility, protection, 
and maintenance costs by the Government under these circumstances. 

{ question of propriety eXists with respect to the action of Mr. Bernard, 
Regional Director, in entering into a lease with a firm, one of the incorporators 
of which is associated with Mr. Bernard in another business enterprise. 

It is believed that you may be interested in initiating corrective action as 
opinions have been expressed that the situation is sufficiently sensitive to result 
in adverse public criticism should the circumstances become the subject of 
publication. 

The CuHarrman. Mr. Smith? 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God? 

Mr. Smirn. | do. 

The CuarmmMan. All right. Senator Kem. 

Senator Kem. I do not believe this is one of my witnesses. 

Mr. Correr. Perhaps not, Senator. This came up in connection 
with the V. M. Harris case yesterday. 

The CuarrmMan. Excuse me. 


TESTIMONY OF SIDNEY SMITH, JR., HEAD, WAREHOUSE CHARGES 
UNIT, PMA COMMODITY OFFICE, KANSAS CITY, MO. 


Mr. Correr. Do you want to state your full name? 

Mr. Smrru. Sidney Smith, Jr. 

Mr. Correr. And your address? 

Mr. Smrrn. Kansas City, Mo. 

Mr. Correr. Where are you employed? 

Mr. Smirn. Commodity Credit Corporation, head of the Ware- 
house Charges Unit of the Commodity Credit Corporation, Kansas 
City. Mo. 

Mr. Correr. And are you employed there now ? 

Mr. Smiru. Well, I am suspended right now. 

Mr. Correr. You have been suspended ? 

Mr. Smirn. Yes, sir. 

Mr. Correr. When did that suspension take effect, Mr. Smith? 

Mr. Smirn. Oh, I think it was January, or February 4, as I recall it. 

Mr. Correr. February 4 of this year? 
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Mr. Sarr. I believe that is so; it has been 50 days. 

Mr. Correr. What was the cause of the suspension ¢ 

Mr. Smrru. Well, payments of storage charges to the V. M. Harris 
Grain Co., Camp Crowder, Mo., which they said were unauthorized. 

Mr. Correr. Did you have charge of the payment of those storage 
charges? 

Mr. Smrru. Well, I signed the storage vouchers; yes, sir. 

Mr. Correr. You were immediately in charge of the vouchers? 

Mr. Sairu. I was in charge of the unit to handle the invoices. 

Mr. Correr. How many storage charges was it alleged were paid 
that were unauthorized ? 

Mr. Smiru. Well, something like 23 payments in approximately 2 
months. 

Mr. Correr. What did they aggregate ¢ 

Mr. Surru. Oh, I think it was a total of about $85,000 or $84,000, 

Mr. Correr. Can you give us the full circumstances surrounding 
this ¢ 

Mr. Smiru. Well, I would say the payments were made because that 
ledger sheet, that ledger control sheet of the warehousemen stated it 
was all right now for May 4, 1951. 

Mr. Correr. There is a ledger sheet here on the V. M. Harris Co. 
Are you familiar with it? I will shew it to you. 

Mr. Smirn. Yes, sir; I have seen it. 

Mr. Correr. It was put in the record yesterday; and on it is a red 
flag, and has on it “Memo K. J. M. 12-77-50.” 

Mr. Smiru. Yes. 

Mr. Correr. What was the effect of such a flag on that? 

Mr. Smrrn. That is to stop payment of storage charges put out by 
Kenneth J. Monroe, Chief of Program Accounting Section. 

Mr. Correr. Was that ever removed, that stop payment of storage ? 

Mr. Smirn. That is what we can’t find. We apparently thought it 
was, because that O. K. on May 4, 1951—— 

Mr. Correr. This other red flag is on here with “Charges?”, Mr. 
Smith. 

Mr. Swirn. That is the same thing, both of those flags. 

Mr. Correr. Did you put that flag on? 

Mr. Smiru. No, the bookkeeping machine operator. 

Mr. Correr. What is this notation in pencil or in ink “Charges by 
Mr. Smith”? 

Mr. Smirn. That is the same thing because of stop payment of 
storage charges. 

Mr. Correr. Did you order that put on there? 

Mr. Sairn. As far as I know, there weren't two red flags on there 
at the time I left. 

Mr. Correr. There were not two red flags on there? 

Mr. Smirn. No. 

Mr. Correr. Let me ask you if you recognize the handwriting on 
the second red flag. 

Mr. Smrru. No. This flag was not on here at the time of my sus- 
pension; it has been put on since. 

Mr. Correr. You mean the flag that I read? 

Mr. Smiru. The memo of 12—7—50, that was on there. 

Mr. Correr. That was not on there, you can state that positively ? 

Mr. Smrru. Yes, sir. 
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Mr. Correr. But the other memo was, the other flag was? 

Mr. Smirn. Yes, absolutely. This “Make no payment” is my own 
writing. 

Mr. Correr. And whose handwriting is on the red flag that you 
cay was on there / 

Mr. Smirn. That is the bookkeeping machine operator; her name 
is Miss Gramsheck. 

Mr. Correr. Did she put that flag on at your instruction ¢ 

Mr. Suirn. Well, I would say, yes, she did, at the time I got this 
memo in December. 

Mr. Correr. Is that why your name is on there ¢ 

Mr. Smirn. Yes, sir. 

Mr. Correr. Whose handwriting is that which says “O. K. now 
Mr. Smrru. That is also Miss Gramsheck’s writing. 

Mr. COTTER. Did you instruct her to Q. K. that 4 
Mr SMITH. No, sir: I don't believe that | did. because | had no 
reason to do that. 

Mr. Correr. Do you know whether she has reported that you in 
structed her to do it ? 

Mr. Sairn. I do not know it. 

Mr. Correr. Was this matter investigated by the Compliance and 
Investigation Branch of the Department of Agriculture? 

Mr. Smiru. Yes, sir: it was by Mr. Malone. 

Mr. Correr. What did you tell them when they asked you about it? 

Mr. Smitn. In regard to that “O. K., 54-51"? 

Mr. Correr. That is right. 

Mr. SmMiri. Well, ] said that I may have directed the order, but I 
didnt know. If she said I did I might have told her, but I sure 
didn't mean it to pay the charges; I don’t know just what happened. 

Mr. Correr. What would vou have meant, Mr. Smith? 

Mr. Smitru. We Hl. I don't know that I ever said It, to be perfectly 
t! uthful. because I | ive no way to prove that we could have paid the 
charges. 

Mr. Correr. But vou were conscious that there was a flag on it 
from December 1950? 

Mr. Smuru. Absolutely. 

Mr. COTTER. During the period of late May and June of 1951 vou 
didl authorize voucher payments for somewhere around $84,000 ? 

Mr. Smirn. Yes: because of that notation put there 

Mr. Correr. Because of the notation ? 

Mr. Smirn. Because of the O. K. 

Mr. Correr. Who did you think put the O. K. on it ? 

Mr. Smiru. I knew Miss Gramsheck put it on there, but I didn’t 
know why. 

Mr. Correr. Was she under you ? 

Mr. Smirn. Yes, sir. , 

Mr. Correr. Was it the } rocedure that somebody under vou could 
order a stop payment ¢ , ; 

Mr. SmirH. It shouldn’t have been: no. but occasionally we would 
get. verbal instructions. . 

Mr. COTTER. Verbal instructions from your superiors ¢ 

Mr. Smirn. Yes, sir; that has happened. 
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Mr. Correr. Do you know whether there were any verbal instruc- 
tions in this case? 

Mr. Smrru. I couldn’t say. I couldn’t say there were, but I know 
we have had verbal instructions previously. 

Mr. Correr. Did you verify that before you O. K.’d the vouchers 

Mr. Surru. Well, my normal precaution would have been to go pa 
pull this ledger sheet and check for that very thing right there. 

Mr. Correr. Were you handling many different accounts? 

Mr. Smirn. Very many, something like 1,500 or 2,000, probably. 
This is just one of the many. 

Mr. Correr. Well, how many flags would you have at a particular 
time ? 

Mr. Smrru. Well, if there wasn’t anything wrong there would not 
be any red flag on it. 

Mr. Correr. How many of your accounts would have a red flag? 

Mr. Smrrn. Well, it was getting higher right along. I would say 
possibly 75—that might be a little high, 1 really don’t know for sure— 
probably 75. 

Mr. Correr. Did you have any personal knowledge of the various 
accounts where you were handling large sums of money? 

Mr. Smirn. Absolutely. I practically knew all of them, I mean, 
up until the time that they kept getting so many that it kept getting 
out of hand. 

Mr. Correr. Did you pay out any other accounts where there 
shouldn’t have been storage payments made? 

Mr. Smrrn. Not to the best of my knowledge; I have not been in- 
formed of such. 

Mr. Correr. Are there any other questions ? 

The Cuarrman. Any other questions ? 

Senator Kem. No questions. 

The Cuairman. Thank you very much, Mr. Smith. 

That concludes the list of witnesses for today. 

I wish to announce that tomorrow the committee will take up the 
eases of Alfred O'Neill and Ted Artz, and the witnesses who will 
present, in addition to Mr. O'Neill and Mr. Artz, will be Phil F. 
Burke, Alfred L. Johnson, Marlin Beaver, Douglas Larson, James A. 
Cole, and Harry Wells. 

The committee will now stand in recess until tomorrow at 10 a. m. 

(Whereupon, at 5:55 p. m., the ¢ ommittee recessed to reconvene at 
10 a. m., Thursday, March 27, 1952.) 














INVESTIGATION OF STORAGE AND PROCESSING ACTIVI- 
TIES OF THE COMMODITY CREDIT CORPORATION 


THURSDAY, MARCH 27, 1952 


Unirep STATES SENATE. 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C, 


The committee met, pursuant to recess, at 10 a. m. in room 324, Senate 
Office Building, Senator Allen J. Ellender (chairman) presiding. 

Present: Senators Ellender (chairman), Hoey, Anderson, Aiken, 
Young, Thye, Kem, Hickenlooper, and Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The CuammMan. The committee will please come to order. 

Senator Kem. Mr. Chairman. 

The CHARMAN. Senator Kem. 

Senator Kem. I read in one of the newspapers this morning that 
considerable emphasis was placed on the testimony yesterday in regard 
to certain charges made by Mr. Harris of Harris Grain Co. in connec- 
tion with his performance of this contract at Camp Crowder. I have 
learned from the investigator. Mr. Cotter, that Mr. Harris is not in 
good health, and it seems desirable to me that he be given an oppor 
tunity to testify before the committee at the earliest possible time 
before his health may deteriorate to the point where he may not be 
able to, 

The CHarrMan. Senator, that is going to be done as soon as possible. 
As I indicated to you a few minutes ago, the investigators are trying 
to ferret out all the facts they can in that case, and I am hopeful that 
early next week we may be able to get into it. We will just as soon as 
possible. , 

Senator Kem. Fine! 

The Cuarrman. We will do it as soon as we can. 

Senator Kem. That is perfectly satisfactory. 

The Cuarrman. Is Mr. O'Neill present ? 

Mr. O’Netw. Yes. 

The CHarrmMan. Step forward, please. 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help vou God ¢ 

Mr. O’Netu. Yes, sir. 


TESTIMONY OF ALFRED O'NEILL, CRESBARD, S. DAK. 


Mr. Correr. Mr. O'Neill, would like to state your full name and 
address for the record ¢ 

Mr. O'Nemu. Alfred O'Neill. 

Mr. Correr. And your address ? 
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Mr. O’New. C resbard, S S. Dak. 

Mr. Correr. Mr. O’Neill, are you a farmer out there at Cresbard? 

Mr. O’Neww. That is right. 

Mr. Correr. How long have you been—all your life? 

Mr. O’Neww. All my life. 

I would like to ask one question before we start. 

Mr. Correr. Surely. 

Mr. O’New. In this case that is pending before—— 

Senator Kem. Would you be good enough to speak a little louder? 
We cannot hear you. 

Mr. O’New.. This case is pending before a grand jury in South 
Dakota, and I have not talked to my attorneys or anything. In fact, 
I jut got out of a snowbank the night I came down. I was wonder ing— 
I came because if you want my testimony today I am here to give it— 
but whether that should be, being as the grand jury is in session on 
the case at this present time is a question. 

Mr. Correr. Mr. O'Neill, I talked to you in my office last night. 1 
was about ready to restate what I told you there: that under the Con- 
stitution you do not have to make any statement which would incrim- 
inate you or you do not have to make any statements which would be 
used against you in any future proceedings. 

On the other hand, you may want to make a full explanation of the 
whole situation. The decision, of course, is with you. 

The Cuamman. As Mr. Cotter states, Mr. O'Neill, that is your priv- 
ilege. Have you consulted a lawyer? - 

Mr. O’New. No; I have not. 

The Cuarrman. And you say your case is now pending before the 
grand jury? 

Mr. O’Newz. Yes; it was when I left. They were in session. 

The Cuamman. The committee will not press you to answer. If I 
were in your place I would not answer since your case is pending before 
the grand jury. 

Mr. 0” oan Well, I am here to testify to the facts. 

The Cuarrman. I understand, but that is up to you. I have told 
you what I would do if I were in your place. If that case were not 
pending, of course, you would still not have to answer. 

Mr. O’Ne. No. 

The CuatmrMan. Since your case is pending and you have not con- 
sulted a lawyer, I believe that it might prejudice the jury. I do not 
know what your case is. I do not know anything about it. But since 
it is in the hands of the gr wots f jury now, there may be something to it, 
and they might use what you are going to say here against you. 

Mr. O'Neitt. In that ease I would rather not testify today. 

The y - AIRMAN. Very well. 

Mr. O’Netii. I mean because you gentlemen are here and you-know 
what the procedures are. j 

The Cnarrman. The committee does not want to take advantage 
of you. sir. Do you understand? 

Mr. O’Netu. Yes. 

The Cuarrman. I am sure that all members of the committee feel 
as I do. 

Senator Arken. Mr. Chairman, I notice here there are seven other 
witnesses to be heard this morning, and I am wondering if possibly 











STORAGE AND PROCESSING ACTIVITIES OF CCC 547 


Mr. O'Neill might not want to testify right now but after hearing 
other witnesses 

The Cuairman. That is up to him. 

Senator Aiken. He can change his mind. 

The Cuarrman. He may change his mind if he wants to. 

Senator Arken. And give him a chance to testify later if he wants. 

Mr. Correr. Is there any room for the suggestion to hear him in 
executive session / 

Senator ArkeNn. As far as I am concerned there is. 

The CuairMan. Suppose we proceed with the other witnesses who, 
no doubt. were probably summoned before the grand jury. I do not 
know, but I do not think there would be any harm to him by hearing 
evidence that might be submitted through other channels to the grand 
jury. After we get through these proceedings, if Mr. O'Neill wants 
to testify before us strictly in executive session, he may. In order 
that you may not have to come back later on and testify, we could hear 
your test jmony for the record if you so desire. 

Mr. O’Newu. Yes. 

Senator Kem. Mr. Chairman, speaking for myself only I should 





object — 

The CHarrMan. Very well. 

Senator Ki M (continuing). His being heard in executive session. 

The CuarrmMan. That is all right. 

Senator Kem. I want to tell you why. I do not think it is fair to 
call witnesses and examine them in public and then to call others and 
examine them in executive session. 

The CHAIRMAN. The only reason—— 

senator Ki um. It seems to me they all should be treated alike. 

The Caatrman. The only reason I suggested it is this is a case that 
stands on itsown. Here is a man whose case is before the grand jury, 
and if you were his attorney I am sure you would advise him as I have. 

Senator Kem. I am in perfect accord with what the chairman has 
said about his Constitutional rights. If he feels that he might be 
asked something that might incriminate him, he certainly has the 
right to decline to answer. 

The Cratrman. Yes. 

Senator Ki M. I do not want to be understood as being crith al of 
that in any way. I think what you have done is very fair and right. 
I do want to object—— 

The Cuarrman. Very well. 

Senator Kem. As far as I am concerned, to examining any witness 
in executive session when others on the same matter have been ex- 
amined in public. 

The Cnamman. As I say, their cases are before a grand jury. 
It makes a little difference. 

Senator Kem. Any man is apt to be called before the grand jury, 
and many of these things are in or outside the line of criminal respon- 
sibility. 

The CHAIRMAN. Yes. 

All right, Mr. O'Neill, you are excused, sir. 

Mr. Correr. May I call a staff member to testify in place of Mr. 
ONeill ? 

The CuarrmMan. Yes. 

Mr. Correr. Mr. Goodman. 
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The CuarrmMan. Do you swear to tell the truth, the whole truth, 
and nothing but the truth, so help you God ¢ 

Mr. Goopman. I do. 

The Cuamrman. Mr. Cotter. 


TESTIMONY OF ALLEN J. GOODMAN, ASSISTANT COUNSEL FOR IN- 
VESTIGATIONS, COMMITTEE ON AGRICULTURE AND FORESTRY, 
UNITED STATES SENATE 


Mr. Correr. Do you want to state your full name for the record ? 

Mr. Goopman. Allen J. Goodman. 

Mr. Correr. Where are you presently employed ? 

Mr. Goopman. As Assistant Counsel, Senate Agriculture and 
Forestry Committee. 

Mr. Correr. In that connection did you conduct an investigation in 
the South Dakota area of the Edmunds County case ¢ 

Mr. Goopman. I did, with Robert Shortley. 

The Cuarrman. Off the record. 

(There was discussion off the record, during which Mr. Goodman 
was excused from the stand.) 

The Carman. Go ahead, Mr. Cotter, call your witnesses. 

Mr. Correr. Mr. Ted Artz, please. 

The CuairmMan. Do you solemnly swear to tell the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Artz. I do. 


TESTIMONY OF TED ARTZ, IPSWICH, S. DAK. 


Mr. Correr. Mr. Artz, will you state your full name for the record? 

Mr. Artz. Ted Artz. 

Mr. Correr. And what is your address? 

Mr. Artz. Mr. address is Ipswich, S. D. 

Mr. Correr. What is your occupation ? 

Mr. Artz. Farming. 

Mr. Correr. How long have you been farming, Mr. Artz? 

Mr. Artz. All my life. 

Mr. Correr. And how large an operation do you have? 

Mr. Artz. Approximately 800 acres, just a little bit better. 

Mr. Correr. Do you own your own land ¢ 

Mr. Artz. Some of it. 

Mr. Correr. And some you rent? 

Mr. Arrz. Yes. 

Mr. Correr. Were you also connected with the county PMA office? 

Mr. Artz. Yes, sir; I was. 

Mr. Correr. And in what capacity? 

Mr. Arrz. As vice chairman for some years. 

Mr. Correr. Can you give us the full scope of how long you served 
on the committee and how long you served as vice chairman ? 

Mr. Arrz. I served on the committee 6 years and as vice chairman 
for 5 years. 

Mr. Correr. And during part of that time was Mr. Alfred O'Neill 
the chairman of that committee ? 

Mr. Arrz. For 5 years. 
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Mr. Correr. During what years is that ? 

Mr. Artz. 1950, 1949, 1948, 1947. 

Mr. Correr. 1951? 

Mr. Arrz. 1951. 

Mr. Correr. What were the functions of yourself and Mr. O'Neill 
as chairman and vice chairman of the Edmunds County PMA com- 
mittee, particularly with respect to loans im the farm support 
program ¢ 

Mr. Artz. What were the functions? 

Mr. Correr. Yes, what were your duties? 

Mr. Arrz. Well, our duties were connected with all parts of the of- 
fice, not particularly any one part. 

Mr. Correr. Was anybody a specialist in any one field like conser- 
vation or range program, or did you all work every phase ? 

Mr. Arrz. We all worked on everything. 

Mr. Correr. You and Mr. O'Neill shared your duties? 

Mr. Artz. That is correct. 

Mr. Correr. Of course you did not devote full time to them? 

Mr. Arrz. No. 

Mr. Correr. How were you paid—on a per diem basis? 

Mr. Artz. We were paid by the day. 

Mr. Correr. As you worked / 

Mr. Artz. As we worked. 

Mr. Correr. How were vou selected, Mr. Artz? 

Mr. Arrz. To serve on the committee ? 

Mr. Correr. Yes. 

Mr. Arrz. Well, our county is set up in districts. 

Mr. Correr. Township districts? 

Mr. Arrz. Yes. There are nine districts and every district elected 
a delegate and those delegates voted. 

Mr. Correr. Once a year? 

Mr. Arrz. Once a year. 

Mr. Correr. Generally when, what season ? 

Mr. Artz. Well, in December. 

Mr. Correr. You were elected for the next year ? 

Mr. Artz. We were elected for the next year. 

Mr. Correr. And the delegates nominated or elected those who 
would be on the committee and those who would be chairman and 
vice chairman ¢ 

Mr. Arrz. That is correct. 

Mr. Correr. Now, in connection with this farm price support pro- 
gram did the various farmers in the county come in and get loans on 
their grain ¢ 

Mr. Artz. They were all entitled to it if eligible producers. 

Mr. Correr. Will you explain how that was handled as briefly as 
you can ¢ 

Mr. Artz. Well, prior to 1951, in order to obtain a loan a farmer 
could bring in his own sample of grain, his own bin measurements 
to the county office, and we would have them go over to an elevator 
of their choice and have their grain tested as to weight, moisture, and 
bring that back to the office, and then figure out how many bushels 
were in that bin, and we would base the loan on the quality of the 
grain and make the loan. 


20554—52—pt. 1 6 
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Mr. Correr. Did you have any inspectors who verified how much 
grain was in the bin—to check the measurements ? 

Mr. Artz. Not at the time the loan was made, but during the course 
of the year we did send men out to inspect the bin to see whether the 
grain was in good condition or see if the grain was there. 

Mr. Correr. See if the grain was there, the quantity was there? 

Mr. Arrz. That is right. 

Mr. Correr. Were the inspectors members of the county committee ? 

Mr. Artz. No. 

Mr. Correr. You hired inspectors to do that ? 

Mr. Arrz. We hired inspectors, yes. 

Mr. Correr. And the reason you did not do it at the time of the loan 
was probably because it was usually busy at the time and you could 
not get around to check them all at that time? 

Mr. Arrz. If I remember right, the regulation says that it was the 
farmer’s privilege to bring in his own sample of grain. 

Mr. Correr. Did you have an inspection service whereby you made 
a check on it at some time? 

Mr. Arrz. Yes, we did. 

Mr. Corrrer. Now did you also have a system whereby after grain 
had been in storage a year you could reseal and extend the note! 

Mr. Arrz. Yes, we did. 

Mr. Correr. Would you explain that procedure and during what 
period that was in effect ? 

Mr. Arrz. Well, I think you gentlemen have the records here, and 
I wouldn't want to say exactly what year 

Mr. Correr. Just give us your best recollection. 

Mr. Arrz. If I remember correctly, it was in 1948, 1949, if I re- 
member rightly, 1950. 

Mr. Correr. When we come to the records we will clear that up if 
it is wrong. 

Mr. Artz. Yes. 

Mr. Correr. And what was the procedure on resealing? 

Mr. Arrz. Well, if a man wanted to reseal his grain—I forget the 
date of the deadline—but he would have to come to the office and tell 
us that he wanted to reseal this grain, and we would draw up the 
papers and reseal the grain for him. We had an inspection some 
time prior to that, and if the grain was in good condition, why, we 
would just reseal the grain for him. 

Mr. Correr. So to get this as clear as possible, the loan generally 
was made at harvest time or subsequent thereto, which would be in 
the fall or late summer of a particular year; right? 

Mr. Arrz. Yes. They were required to leave the grain in the bin 
for 30 days prior to making a loan on it. 

Mr. Correr. Yes. And then the loan would come due the next 
April; is that not correct ? 

Mr. Arrz. That is correct. 

Mr. Correr. And the farmer had the privilege of either delivering 
the grain or selling the grain and paying cash? 

Mr. Arrz. Yes. 
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Mr. Correr. And in the case of resealing he would leave it there 
for another year, so it would be April of the following year that he 
would have to make that choice; is that correct ¢ 

Mr. Artz. That is right. 

Mr. Correr. Did you have an inspect ion at the time of the resealing ? 

Mr. Arrz. You mean before we resealed the grain ? 

Mr. Correr. At the same time: yes. 

Mr. Arrz. Not at the exact same time that that farmer came in to 
reseal the grain. We let him reseal it and had someone make inspec 
tion just as soon after the reseal as possible. 

Mr. Correr. There was an inspection report signed by your in- 
spector: is that correct ? 
~ Mr. Arrz. In most cases they did sign the inspection report. 

Mr. Correr. That was the procedure, was it not? . 

Mr. Artz. Yes, that was the procedure. 

Mr. Correr. Now was there any particular procedure or any par 
ticular customs that grew up among the members of the committee, 
including yourself and Mr. O'Neill, with respect to inspections ¢ 

Mr. Arrz. Well, I don’t think that we had ever discussed it in any 
way. When I came into the office there was another gentleman that 
was chairman before Mr. O'Neill, and I asked on the first loan that I 
had taken while I was in office—I told the chairman at that time, “I 
would like to take a loan.” And he said, “Just bring in your sample.” 

And I asked him whether someone would be sent out to inspect the 
bin, and he said, “We never do that among county officials.” 

And he said, “We kind of trust each other.” and he said he said he 
saw no reason for inspecting one another. 

The CuarrMan. What is the name of that individual ? 

Mr. Arrz. Joe Bitterman at that time. 

The Cuamman. Where is he now? 

Mr. Arrz. I don’t know just exactly where he is right now. 

The CuHarkMaAn. Does he still live in South Dakota ? 

Mr. Artz. I think he does. 

Senator AnNperson. What is his name? 

Mr. Arrz. Joe Bitterman was chairman at that time, when I asked 
that question, I mean that was the first year I was in office. 

Mr. Correr. Did you and Mr. O'Neill sign inspection reports on 
each other's orTrain following that instance or in subsequent years to 
that ? 

Mr ARTZ. Not that | remember. 

Mr. Correr. Did you and Mr. O'Neill ever have any conversations 
with respect to this resealing business ¢ ; 

Mr. Arrz. I don’t think I know exactly what you mean by that. 

Mr. Correr. Well, did you ever certify to any grain that was in 
Mr. O’Neill’s bin that vou didn’t actually see, when you didn’t actually 
v0 there ? ' ; ; 

Mr. Arrz. Not knowingly : no. 

Mr. Correr. Let me show you this certificate, which I think purports 
to be a grain inspection which you have approved, and you tell me 
what it is (handing document to Mr. Artz). see if it is not what I 
characterized it as. 
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Exurtsir No. 30 
Unrrep SrTatres DEPARTMENT OF AGRICULTURE, PropucTION AND MARKETING 
ADMINISTRATION, COMMODITY CREDIT CoRPORATION—I194S CCC Resear Loan 
Form 1 
State: South Dakota 
County : Edmunds 
Loan serial number: 47—023-S9A 
Disbursement date: 9/22/48. 
ReESEAL PROGRAM APPLICATION FOR ExTENDED LOANS 
Name of Producer and Address: Alfred O'Neill, Creshard, 8S. D 
I hereby make application for extension of farm-storage loan on_- — 
(commodity ) 


under the 1948 reseal loan program as follows: 


e 
. . Number of | 
Bin Seal No. bushels * | Loan value 
2, 352 $4, 656. 


W-48-124..... . . enesscecdesséeounpecescoense 


It is understood and agreed that the quantity and quality of the commodity 
to be covered by the reseal loan program must meet the requirements as provided 
in the applicable CCC Bulletin. 

6/29/48. 

Approved: 

By Ted Artz. 
6/30/49. 
I. B. M. Feb. 10, 1950. 


Mr. Correr. You see Mr. O'’Neill’s signature down there in the 
right-hand corner? 


Mr. Arrz. 1 do. 
Mr. Correr. And then under that is “Approved by Ted Artz” and 


then the date “49”? wor 
Mr. Arrz. This here is just where he was making application for 


ALFRED O'NEILL. 


reseal, 
Mr. Correr. It is just the application ? 
Mr. Arrz. If I understand it right, it is, yes; after he had asked to 
reseal this grain. We had to execute a form like this and some mem- 
ber of the committee would have to approve it. 
Mr. Correr. You just approved the application for inspection, 
which only means that Mr. O'Neill wanted to reseal for another year 
and you approved that; is that right ¢ ‘ 
Mr. Arrz. That is correct. 
Mr. Correr. Did you have an inspector inspect your bins! 


Mr. Arrz. Lasked him one time. Whether I did or not—— 
Mr. Correr. Did you ever see him out there? 
Mr. Arrz. No; I did not. 
Mr. Correr. Was there any inspection report with respect to in- 

spections on your bins? 
Mr. Arrz. I don’t know whether there was. I think there P 


Senator Youne. May | interrupt there? Has not the practice been 
for the last 3 or 4 years to just spot-check the bins ¢ 

Mr. Arrz. That is correct. ] 

Senator Youne. Was it not a general practice up until a few years f 
ago, tO Inspect and measure each bin ¢ C 


< 
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Mr. ARTZ. Well. the last year, I think in 1951, the program had 
changed—an inspector was to go out and get the sample of the grain. 
But Lam talking of prior to 1950 and 1951. 

Senator Youna. In recent years in order to save money you put 
the farmers on a sort of an honor system and in place of inspecting 
and measuring each bin vou have spot checked them. Am I correct in 
that statement / 

Mr. Artz. That is prior to 1951. 

Senator Young. Since 1951/4 In recent years I thought that was 
the practice. I may be incorrect in that statement. 

Mr. Arrz. That was before 1951. 

Senator YOUNG. Before LOD] 7 

Mr. Artz. Yes, before 1951. 

Senator ArkEN. How were the bins to be spot checked every 
eighth bin or so on, every 5} miles‘ Or how would you do it ¢ 

Mr. ARTz. Well. we tmed to take a certain percentage of all farms 
within each individual township. 

Senator Arken. A percentage. But what particular method was 
used to select which farms’ Do you recall that ? 

Mr. Arrz. No: I don't. 

Mr. COTTER. Mr. Artz. wasn't there a ventlemen’s avcreement - 

Senator HickenLoorer. Mav T just ask, Mr. Chairman, who would 
designate the bins to be inspected 4 

Mr. Arrz. Well, the three members of the county committee would. 

Senator Hicken Looper. Would they all agree or would one mem- 
ber designate some bins and another others’ Did each one of them 
have an independent right to designate bins to be inspected or did 
they have to act in concert and by agreement of the three members? 

Mr. ARTZ. No: there wasn't any kind of an agreement as to that 
effect. We would have a list of all the loans within the county, and 
we would all three members of the committee be there, and if I had 
heard that some grain was going out of condition or something hap- 
pened to it, naturally, that would be one the bins we would have 
inspected. 

Senator Hickenvoorer. Did vou withhold your inspections until 
some rumor came in that some bin was out of condition ? 

Mr. Artz. No: we did not. 

Senator Hickenvoorer. In other words, you did order inspections ? 


Mr. Arrz. That is correct 


Senator HickenLoorer. Just to see whether or not the grain was in 
shape and i quantity: 1 chit 
Mr. Arrz. That is correct. 


Senator A NDERSON, If vo were one of these people you must have 
known how you picked out what bins vou were going to examine. 

Mr. Arrz. I don’t know just exactly how we went about that. We 
just had the list of loans there ~ 

Senator Anperson. You were there for 5 years. Now what hap- 
pened during this 5 years? Just describe how you operated. What 
did you do when vou looked at the list 7 

Mr. Artz. Well, sir-—— 

Senator Anprerson. Did vou look down and say, “I know this fel- 
low. He is all right. I know this fellow. He is all right. I know 
this fellow. He is not all right” or take every fourth, fifth, or sixth 


one ¢ 
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Mr. Artz. That would apply to some. If I knew a man or if he 
lived right near me and I knew or thought his grain was all right, we 
would go down that list, and the first time that the check would be 
made, we would try to check everyone in the county at least once a 
year. 

Senator Anperson. Yes. 

Mr. Arrz. But it was always a little hard to pick the first spot 
check. But I don’t think we ever picked them by name or anything. 
We just picked so many out of the township and more or less—— 

Senator Anperson. How many out of the township‘ 

Mr. Arrz. It would depend on how many loans were in that parti: 
ular township. 

Senator Anprrson. Well, if there were a hundred loans, how many 
would you pick? 

Mr. Arrz. Well, we would pick about 10 or 12. 

Senator ANperson. One of every 10. That answers Senator Aiken's 
question. 

Mr. Arrz. That would be about right. 

Senator Aiken. Was the inspection made by the county com- 
mitteeman ¢ 

Mr. Arrz. By those that we hired, yes. 

Senator Arken. You hired someone to make inspections? 

Mr. Arrz. That is correct. 

The Cuarrman. But you say aside from this spot inspection you 
had a regular inspection each year of all farmers ? 

Mr. Arrz. If I remember correctly, that is correct. ‘ 

The CHatrman. Now how was this so-called gentlemen’s agree 
ment formulated? Who started that? How did it come into being? 

Do you know ¢ 

Mr. Arrz. Well, yes, I think that when Mr. Ulmer was elected on t 
the county committee—— 

The Caarrman. Who? 

Mr. Arrz. Mr. Joe Ulmer. 1 

The Cuarrman. How do you spell that ? ‘ 

Mr. Arrz. U-]-m-e-r. 

The CHarrman. Ulmer? 

Mr. Arrz. Right. Before the loan program T remember him asking 
me—I don’t particularly remember whether we all discussed it o1 


not—he asked me, “How are we going to take a loan on our own ; 
grain?” 
I said, “I tmagine about the way it has always been, by bringing P 


your own sample, measuring your own bin, and get a test of it, and 
make your loan on it.” 

I think that is the wavy we have always been doing. There was P 
really nothing discussed about it or talked about it. 

The Cuatrmen. Did this gentlemen’s agreement apply only to 


members of the committee? Y 
Mr. Arrz. That is correct. i 
The CHarrmman. How many members were there in your locality? r 
Mr. Arrz. Just the three of us. } 
The Cuarrman. And who were they? r 
Mr. Arrz. Well, last year’s committee—you want last year’s com- n 


mittee, the one I was on? 
The CHatrmMan. Yes. 
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Mr. Artz. Alfred O'Neill, myself, and Julius Ulmer. 

The Cuarrman. In case of any loans that were made by those three 
persons you have just named there was a gentlemen’s agreement that 
no inspection would be made; is that right ? 

Mr. Arrz. Well, I don’t think we had ever agreed on it, but we just 
never did inspect any of the bins or have each other’s bins inspected. 

The Cuarrman. Did any of your superiors know anything about 
that. those over you? 

Mr. Arrz. Not that I know of. 

The CHARMAN. So it was simply an agreement among you three? 

Mr. Arrz. I think it was. 

Senator Munpr. Did all three of you have loans? 

Mr. Arrz. Yes. 

Senator Munpr. You, O'Neill, and Ulmer? 

Mr. Arrz. Yes. 

Senator Munpr. Did any inspector visit your farm to determine 
whether or not the amount of grain was there or that it was in good 
order ¢ 

Mr. Arrz. At any time ? 

Senator Munpr. At any time, ves. 

Mr. Artz. Yes. I could say “Yes” to that. 

Mr. Correr. Actually, didn’t you have inspectors sign the required 
inspection form when there had been no inspection made for you 
committeemen, and wasn’t that the practice rather than the exception ? 

Mr. Artz. I think it was. Truthfully, I don’t know whether any- 
one ever signed my inspection report or not. 

Senator Youne. May I ask a question there ? 

Mr. Correr. Surely. 

senator Yor NG, Was the bank handling these loans responsible for 
the full amount of the Government loan? 

Mr. Arrz. The bank ? 

Senator Yor NG. Yes. I want to follow that question with this one: 
Did the banks themselves do a certain amount of supervising and 
checking ? 

Mr. Artz. The bank the farmer sold the loan to? 

Senator Youna. Yes. 

Mr. Arrz. No. 

Senator Youne. Was not a local banker responsible for the full 
amount of the Government loan that he handled ? 

Mr. Artz. Well, if I understand it correctly, the banker is not re- 
sponsible at all. 

Senator ANDERSON. He is not responsible. 

Mr. ARTz. If I understand correctly, our bankers were not respon- 
sible for anything at all. 

Senator Anperson. That is right. 

Mr. Correr. But you were responsible for seeing that the papers 
were in order and certain inspection reports that were needed were 
in order, and they went through on the paper on which the loan was 
made, and therefore it would be required at some time for you to 
have an inspection report, and in your cases there were inspection 
reports, and you think in most instances actually the inspection was 
not made: is that not so? 

Mr. Artz. In our own cases? 

Mr. Correr. Yes: in the committee's case. 














556 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Arrz. I will answer the inspection part as yes, but as far as 
Mr. Banker was concerned, no. 

Senator Anperson. How do you differentiate ? 

Mr. Artz. Well, you asked whether the banker had to see to it these 
papers were in order—inspection papers. 

Mr. Correr. They had nothing to do with that. 

Mr. Artz. The banker had absolutely nothing to do with the in- 
spection papers. 

Mr. Correr. That was entirely a PMA requirement ? 

Mr. Arrz. That is correct. 

Mr. Correr. Because after the season had run around, whether the 
loan was resealed or not, the Commodity Credit bought the paper from 
the bank automatically. Isn’t that correct? 

Mr. Arrz. Yes. Any time after April 30—I don’t remember exactly 
how they gave the banker or left the paper in the bank, but I do know 
that some time after April 30 the bank would turn this paper over to 
Commodity Credit. 

Mr. Correr. And it actually was a loan between the farmer and the 
Commodity Credit if he still held it in his bin ? 

Mr. Artz. That is right. 

The Cuatrrman. With further regard to the gentlemen's agreement, 
didn’t you know what the rules and regulations were at the time that 
inspections had to be made ? 

Mr. Arrz. Well—— 

The Cuatmrman. You knew those were the instructions, didn’t you? 

Mr. Arrz. Yes, we did, but 

The Cuamman. And notwithstanding those instructions you had 
this gentlemen’s agreement among the committeemen ? 

Mr. Artz. That is right. 

The Cuatrman. Is that correct? 

Mr. Artz. Yes. 

The Cuarrmman. All right, I just wanted to make it clear. 

Mr. Correr. Now these inspection reports were sent in to the State, 
is that correct, and the sample of the grain ? 

Mr. Artz. You are speaking of reseal or when they take out a loan? 

Mr. Correr. Well, in which case did that occur? 

Mr. Artz. Whenever you took out a loan, the sample and the in- 
spection reports were sent to the State office. 

Mr. Correr. Do you recall having sent any samples and inspection 
reports to the State office on either Mr. O’Neill’s grain or your grain 
where there was no inspection sheet signed ? 

Mr. Artz. I think so. 

Mr. Correr. Mr. Artz, in the summer of 1951 did you have a con- 
versation with any State PMA officials with respect to Mr. O'Neill? 

Mr. Arrz. In 1951? 

Mr. Correr. Yes. 

Mr. Artz. Well, now, Mr. Chairman, in answering these questions 
pertaining to Mr. O'Neill, it deals—I am not here either to testify for 
or against Mr. O’Neill—— 

Senator Anperson. You are just supposed to tell what happened. 

Mr. Arrz. After hearing the discussion on that, is that going to 
have any effect on the Grand Jury case you were talking about ? 

Mr. Correr. I think all you have to do is tell the truth, Mr. Artz. 

The Cuatrman. Tell the truth as far as you are concerned, Mr. Artz. 
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Mr. Artz. O. K. What was that question? 

Mr. Correr. In August 1951 did you have any discussion with any 
State PMA fieldman or official with respect to Mr. O'Neill? 

Mr. Arrz. I don’t know. I don’t recall whether it was exactly in 
August. It was either in the latter part of August or the first part of 
September. e 

Mr. Correr. What was that conversation, Mr. Artz? 

Mr. Arrz. Well, I was told that Mr. O'Neill was short some grain. 

The Carman. Who told you that? 

Mr. Arrz. If I 

Senator Munpr. Speak a little louder, please. 

The Cu AIRMAN. Yes: speak | little louder. 

Mr. Arrz. If I remember correctly, the first I learned about if. or 
the first I had talked about it, was when Mr. O'Neill came out to my 
place to have some settlement forms signed where he delivered some 
erain and settled for some grain. I don’t recall what it was. And he 
told to me that Mr. Few Ing, the representative ‘ the fieldman- 

Mr. Correr. The State PMA fieldman ? 

Mr. Arrz. I think that was it. 

Senator Anperson. Is that F-e-w-i-n-g? 

Mr. Arrz. Yes. And while Mr. O'Neill was there to get his paper 
signed, he told me Mr. Fewing had been there and wanted to come 
out there and inspect his bins and he told him that he didn’t think there 
was any use of going out there because there wasn’t enough grain there 
anyway, he might just as well be honest with—— 

Senator Munpr. We can’t hear a thing. 

Mr. Correr. Speak up a little louder. This is strang 

The Cuarrman. You would just rather be running 

Mr. Arrz. I think so. 

The Cuarrman. Just be yourself. We are just folks like you are. 

( Discussion off the rer ord. ) 

The Cuamman. Mr. Reporter, read the last answer. 

(The record was read by the reporter. ) 

Mr. Corr! R. Mr. O’Ne 1] said he might just as wel] be honest about 
it ¢ 

Mr. Arrz. He told me what he had told Mr. Fewing. 

Mr. Correr. Was that very shortly before you saw Fewin 

Mr. Arrz. Yes. 

» Mr. Correr. The same day? 

Mr. (ARTZ. Either the same day or the next dav. 

Mr. Correr. And what was your conversation with Mr. Fewing? 

Mr. Arrz. He told me that he had the conversation with Mr. O'Neill. 
and, well, just kind of asked what I thought of it, and naturally I 
didn’t think too much of it. I told Mr. Fewing I didn’t think too 
much of it. 

Senator Anperson. What conversation did vou have with Mr. 
Neill? You said vou had conversation with O'Neill? What was 
the conversation ( Can you repeat the conversation to us ? 

Mr. Correr. I think vou finished it. Was that all the conversation 
there was with Mr. O'Neill? 

Senator Anperson. No. He said Mr. Fewing told him something 
about his conversation with Mr. O'Neill. 

Mr. Correr. That is right. 
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Senator Anperson. I wondered if he could repeat what Mr. O'Neil! 
said to him. 

Mr. Arrz, He told me—let’s put it this way: Mr. Fewing had told 
Alfred O'Neill that the State office had told him to inspect all out- 
standing loans and especially the county committees, and that he was 
there for that purpose, and he was going out to inspect Alfred O'Neill's 
bins, and that Alfred had told him there wasn’t any use of going any 
further, that he would tind there wasn’t enough grain there, anyway. 

He told me the same thing that Alfred had Sold ane either that same 
day or the day prior to it. 

Mr. Correr. What was the outstanding delinquent balance on Mr. 
O'’Neill’s account at that time, do you recall? 

Mr. Arrz. I don’t recall the amount, no. 

Mr. Correr. Was it in the neighborhood of $40,000 during the sum- 
mer of 1951? 

Mr. Arrz. Well, he had delivered some grain, and I understood that 
he had bought back some of his grain and settled for it. I don’t know 
whether that was prior to—— 

Mr. Correr. This was a reduction of a substantial amount? 

Mr. Artz. Yes. 

Mr. Correr. Either prior to that time or during that time? 

Mr. Arrz. Prior to that time. 

Mr. Correr. But at the peak there was approximately $40,000 out- 
standing? 

Mr. Arrz. Well, approximately, yes. 

Mr. Corrrer. Now, ‘lia that consist of “48 grain loans that had been 
resealed in 49 and due in 50? 

Mr. Arrz. 1948. 

Mr. Correr. There was a resealing in “49, was there not ? 

Mr. Arrz. There was. 

Mr. Correr. And then that loan would be due in °50? 

Mr. Arrz. Yes. 

Mr. Correr. Then was there “49 loans that had been resealed in “50 
and due in 51? 

Mr. Arrz. That is right. 

Senator ANpEerson. The 49 crop. 

Mr. Correr. The °49 crop loans! 

Mr. Artz. Yes. 

Mr. Correr. And there were 50 loans that were due in April 51? 

Mr. Arrz. That is right. 

Mr. Correr. And do you know what percentage of the loans were 
*48 loans, “49 loans, and °50 loans? 

Mr. Artz. No, I don’t. 

Mr. Correr. Do you have any idea? 

Mr. — Well, no, I really don’t. 

Mr. Correr. Did you have any discussions with O'Neill pursuant 
to your conversation with Fewing ? 

Mr. Artz. No, I didn’t. Pertaining to his loans? 

Mr. Correr. Yes, to O’Neill’s loans. 

Mr. Artz. No; I did not. 

Mr. Correr. Did you and Mr. Fewing agree as to any actions that 
should be taken as a result of the conversation which you had? 
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Mr. Arrz. No; we didn't agree on any action. Naturally I asked 
Mr. Fewing. being he was a State field man. I asked him what he 
was going to do. 

Senator Munpr. What did he say ? 

Mr. Artz. He said he was at a loss of words, that he was on his 
way to his other counties and that he was due in at a field men’s 
meeting, I think he said, the next week, and that he would take it 
up with the State office when he went to Huron. 

Senator Munpr. Mr. Fewing was the representative of the Huron 
office or the Washington office ¢ 

Mr. Arrz. Of the Huron office, I imagine. 

Senator ANpErsoN. How much land did he farm? Forty thousand 
dollars looks like quite a little money. 

Mr. Arrz. Who farmed ¢ 

Senator ANperson. O'Neill. How big was his farm ? 

Mr. Correr. How many acres did Mr. O'Neill work? 

Mr. Arrz. According to our ACP order, I think his actual farming 
ground was approximately a thousand acres or more. 

The Cuatrman. And this for 3 years, was it / 

Mr. Arrz. Yes. 

Mr. Correr. Did he have livestock, too? 

Mr. Arrz. Yes. he did. 

Mr. Correr. What did he have—dairy ¢ 

Mr. Arrz. I was never out there. 

Mr. Correr. Haven't you ever been out to Mr. O’Neill’s farm ¢ 

Mr. Artz. I have been out there. What I mean, I never paid any 
particular attention. 

Mr. Correr. How far do you live from him? 

Mr. Arrz. About 22 or 25 miles. 

Mr. Correr. You do know he has a dairy? 

Mr. ARYz. | know he tii lIked COWS, Ves. 

Mr. Correr. You don’t know how many? 

Mr. Arrz. No, I don't. 

Mr. Correr. What would your guess be? 

Mr. Arrz. Well, from this conversation I heard, I heard he was 
milking 14 or 15, perhaps more at times, or less. 

Mr. Correr. Do you know how much his total head of stock was? 

Mr. Arrz. None other than what I saw in the sale bill. 

Mr. Correr. How many did he have listed in his sale bill? 

Mr. Arrz. If I remember correctly, it was around 60 head. 

Mr. Correr. Young stock and all / 

Mr. Arrz. That was all the cattle that he had: ves. 

Mr. Correr. However, wouldn't you classify him principally as a 
grain farmer in that area / 

Mr. Arrz. Well, you usually class everyone as kind of a mixed 
farmer. 

Mr. Correr. General farming? 

Mr. Arrz. General farming. 

Senator Anperson. Fourteen head of milk cattle isn’t very many 
for a thousand acres, is it ? 

Mr. Arrz. No: he may have had more. 

Senator Anprerson. Even 60 head of all kinds is not very much for 


1 thousand acres. 
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Senator Youne. A thousand acres of cultivated land besides? 

Mr. Arrz. Yes. 

Senator Anperson. Then he could come pretty close to being classed 
as a grain farmer, could he not? 

Mr. Arrz. I don’t know how you would class him. 

Senator Anperson. How would you class a man if his principal 
activity was production of grain ¢ 

Mr. Arrz. Well, myself, I don’t have quite that many cattle. 

Senator Anperson. You have got 800 acres. How many cattle have 
you got ¢ 

Mr. Artz. Well, I sold off some cattle, I have about 26 head left 
right now. 

Senator Anperson. The thousand acres was with reference to all 
wheat land or- 

Mr. Arrz. Corn, oats, barley, wheat, rye, and everything else. 

Senator Anperson. At Ipswich? How much corn? Not very much 
corn, was there ? 

Mr. Arrz. Well, I know fellows that have five or six hundred acres 
of corn around Ipswich, yes. 

Senator Anperson. Out of a thousand? 

Mr. Artz. I don’t know about this particular case how many acres 
of corn he had; no. 

Mr. Correr. What were the principal grains you grew out there, 
Mr. Artz? 

Mr. Arrz. Well, it kind of depended on how a man farmed his 
ground. 

Mr. Correr. Would you have quite a lot of oats? 

Mr. Artz. Yes. 

Mr. Correr. Spring wheat? 

Mr. Arrz. Yes. 

Mr. Correr. Fall wheat? 

Mr. Artz. No: we don’t have any fall wheat. 

Mr. Correr. Rye? 

Mr. Artz. Rye, ves. 

Mr. Correr. Anything else? 

Mr. Artz. Barley. 

Mr. Correr. Barley? 

Mr. Artz. Corn. 

Senator Youna. Flax? 

Mr. Artz. Flax. 

Mr. Cotrer. Well, was this the first time you had learned of Mr. 
O'Neill's shortages? 

Mr. Artz. It certainly was. 

Mr. Correr. Were you surprised ? 

Mr. Artz. I think T was. 

Mr. Correr. Had you ever wondered, as a fellow committeeman, 
where all his grain was, or why he had not delivered over these 3 
years up to nearly $40,000 worth? 

Mr. Artz. In my own mind, I might have. 

Mr. Correr. What do you mean by that, Mr. Artz? 

Mr. Artz. Well, a large amount of money, as was just got through 
saying. and going over the outstanding loans, I couldn't help but 
notice that Mr. O’Neill’s was a large amount, and I didn’t say any- 
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thing to anyone or to Mr. O'Neill, I just assumed he was a large 
farmer. 

Mr. Correr. Did you ever have any doubts about this honor system 
you fellows had ? 

" Mr. Artz. Never. 

Senator ANprerson. How about Mr. Ulmer—did he have any out- 
standing obligations? 

Mr. Artz. If I recall rightly, he always had loans; yes. 

Senator ANperRson. Was he short on his grain? 

Mr. Arrz. Well. I don’t remember whether he was or not. Not 
that—— 

Senator ANperson. Well, it is not a question of remembering. 
Here is a man sitting with you on the committee every time you met. 
If he was short, it would not be a question of memory, you would 
spot him and say, “I am surprised at him.” 

Mr. Artz. No; I wouldn't put it that way. 

Senator Anperson. Wouldn't you? What way would you put it? 

Mr. Arrz. We always operated there as a committee. If Mr. 
Ulmer, as you put it, came in, and supposing he had a thousand 
bushels of oats, and he came in at delivery time and had delivered 
500 of it, and he came into the office and paid the balance of it, he 
wouldn’t necessarily have to pay it to either one of the other com- 
mittee, he could pay it to the clerk. Therefore, I necessarily would 
never have to know he paid that $500, 

Senator ANpErson. That is not what we were talking about. I say 
if you found out he was short would you not be surprised / 

Mr. Arrz. If I would have found out he was short, sure. 

Mr. Correr. Was Mr. Ulmer as active on the committee as you and 
Mr. O'Neill ? 

Mr. Artz. No: I don’t think he was. 

Mr. Correr. Most of the responsibility was left to you two? 

Mr. Arrz. It seemed that would be true. 

Mr. Correr. Did you talk to Mr. O'Neill about this shortage ? 

Mr. Arrz. I think 

Mr. Correr. I believe I asked you that before. You talked to him 
before Fewing got there, but did not have any subsequent talks with 
him immediately after that? 

Mr. Artz. Did I talk to him about it after? 

Mr. Correr. After Fewing had left. 

Mr. Artz. Well, not very much. I did talk to him. He was in the 
office one day and I talked to him about it and asked him just what he 
was going to do, and he said he just didn’t know exactly what he could 
do right now, and he thought he would have the money to pay it all up. 

Mr. Correr. He told you he didn’t have the grain, didn’t he ? 

Mr. Artz. Well, ves. Asa matter of fact, 1 don’t remember whether 
he ever just put it that way. 

Mr. Correr. Didn't he tell vou he had sold some of the erain ? 

Mr. Arrz. No; not at that time. 

Mr. Correr. What time did he tell you that ? 

Mr. Artz. Well, perhaps I just heard that more or less outside of the 
office, that he sold some grain. I don’t think he ever told me that he 
sold any of this loan grain. 
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Senator Anperson. I thought you said he told you he didn’t have 
the grain. 

Mr. Artz. He did. 

Senator Anperson. Now you say he didn’t say he sold it. 

Mr. Arrz. I didn’t ask him. 

Senator Anperson. Didn’t you have any curiosity about it ¢ 

Mr. Artz. Curiosity; yes. 

Senator Anperson. You had an obligation, did you not? You were 
on the committee. 

Mr. Arrz. Yes; I felt I did. 

Senator Anperson. Is that all the discussion—“I don’t have the 
grain and it wouldn’t do any good to come out to see”—and then that 
ended it? Didn't you talk to him more about it? Did he tell you 
what he did with the proceeds of the grain ? 

Mr. Artz. No: he did not. 

Senator Anperson. Did he tell you what he did with the money 
he got from it? ' 

Mr. Arrz. No; he did not. 

Senator Anperson. Did you ask him ¢ 

Mr. Arrz. No, I didn’t. 

Senator Anperson. You were on the committee and knew you were 
supposed to have grain inspections ¢ 

Mr. Arrz. Yes. 

Senator ANnperson. Didn't that involve you to the same degree ? 

Mr. Arrz. It certainly did. 

Senator Anperson. Wouldn't that prompt you to ask him about 
it a little bit ¢ 

Mr Arrz. Well— 

Senator Anperson. This is handling public money, and it is no 
ditferent from a bank. If one of the officers of a bank had said, “I 
am sorry, you can’t cash your check today; I have just taken the 
money out of the bank, would you just take it calmly or would you 
get a little excited about it ? 

Mr. Arrz. Yes, I would vet a little excited about it. 

Senator Anperson. This is the same thing, is it not? 

Mr. Arrz. I did get a little excited about it. but being that Fewing 
was there 

Senator ANperson. Before he was there, when Mr. O'Neill was 
over telling you about the fact he was short—— 

Mr. Arrz. As IT said before, I had my combine running. I was 
out in the field and, well, he just caught me by surprise to tell me that. 
There just wasn’t anything left to say. or, well, I didn’t know what 
tosay. Oh, I perhaps asked him what he was going to do. 

Senator Anprerson. Yes, 

Mr. Arrz. And I also asked him whether I could come right to town. 
Well, he didn’t think it was necessary, and I guess I went on with 
my harvesting—not that I had forgot it by any means, but I went 
on with my harvesting either until evening or It was next morning 
that I went to town and met with Mr. Fewing. 

The CuarrmMan. Do you know whether or not any inspection at 
all was made when it was found out that Mr. O'Neill was short in 
grain? 

Mr. Arrz. After I was told by Mr. O'Neill ¢ 

The Cuarrman. Yes. 
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Mr. Arrz. No: I don’t think there was. 

The Cuarrman. Do you know what Mr. O'Neill did thereafter ? 

Mr. Arrz. After telling me that ¢ 

The CuHatrmMan. Yes. 

Mr. Artz. You mean about his loans? 

The CHARMAN. Yes. 

Mr. ARTZ. No. | don’t. 

The Cuatrman. Was he pressed for payment by the Commodity 
Credit Corporation ¢ 

Mr. Arrz. Well, ves. 

The Cnarrman. What happened? Do you know whether or not 
he paid up‘ 

Mr. Arrz. I do. 

The CuarrMan. Did he pay up? 

Mr. Arrz. Yes. 

The Cuarrman. How long was that after he told you that there 
was no use for the inspector to go there because he would not find all 
the grain ¢ 

Mr. Arrz. Approximately—if I have the dates correct—I don't 
know whether it was the last week in August or the first week in Sep- 
tember he was out there. I don't just exactly remember the exact 
day s. But if I remember the date correctly, it was around the 20th 
of September when he went in and paid up all his loans. 

The Cuarrman. In other words, it was, say, within a month after 
he told you that there was no use for the inspectors to go there that 
he found the money and paid off the loan; is that right / 

Mr. Arrz. It was less than a month, yes. 

The Cuatrman. Less than a month? 

Mr. Arrz. Yes. 

The Cuarrmman. Do you know how he obtained the money ? 

Mr. Arrz. Yes. 

The CuarrmMan. How? 

Mr. Arrz. Well, some of it was obtained by taking loans on 1951 
grains made out to Commodity Credit. I think that was the way 
it was handled. Some of it was obtained by his having a sale. Some 
was obtained from his stepfather, some from his father-in-law. If 
I remember the correct amount, approximately some six-hundred 
some-odd dollars in cash. 

The CHAIRMAN. Do you know how much he still owed ¢ 

Mr. Arrz. Not exactly: no. 

The Cuatrman. Now, what I was interested in principally was 
with respect to the loan you say he made from the Commodity Credit 
Corporation. 

Mr. Arrz. Yes. 

The Cuairman. How did that happen? Did he have the grain on 
hand? Was it there? I mean for him to make a loan to pay off. 

Mr. Arrz. Yes, an elevator-stored loan. 

The Cuarrman. An elevator-stored loan ? 

Mr. Artz. That is correct. 

The Cuarrman. And do you know what that amounted to? 

Mr. Arrz. No, I don’t just remember what that did amount to. 

The Cuarrman. When was that particular grain harvested upon 
which he obtained a loan to pay what he owed the Commodity Credit / 


Mr. Arrz. 1951. 
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The Cuairman. How soon after it was harvested ? 

Mr. Arrz. Well, an elevator-stored loan—well, answering that ques- 
tion, it could have been a week. 

Senator A1rxen. What kind of grain was it that he got his "51 loan 
on? 

Mr. Arrz. I don’t remember whether it was all wheat. It may have 
been some wheat, some barley, and some oats. 

Senator Arken. And he got that the Ist of September, did he? 

Mr. Artz. Sometime right between the 1st and the 15th of Septem- 
ber, I suppose. 

Senator Arken. That is about the time that the °51 crop would all 
be in the bins in your community, then ? : 

Mr. Arrz. Well, no; not necessarily, but in taking 

Senator Arken. Are you sure he had an adequate amount of grain 
in the bins to cover the 51 loan? 

Mr. Artz. That 

Senator Arken. Or was the 51 loan made along the same way as the 
48, °49, and °50 loans? 

Senator Anprerson. He had to haul it to town if he got an elevator- 
stored load, did he not? 

Mr. Arrz. Yes. 

Senator Anperson. He had to haul it to town to get that loan. 

Senator Arken. So, he actually had to deliver before he got the 
loan ? 

Senator Anperson. Yes. 

Senator Younc. May I ask one question there? 

The CuarrmMan. Senator Young. 

Senator Youne. When the State PMA field man was out to see you 
did he leave the impression that they were going to check into this 
thoroughly and require a full accounting immediately? What im- 
pression did you get from the State field man? 

Mr. Arrz. I really didn’t get too much of an impression of any kind. 
When Harold told me this, he said, “I just don’t know right now what 
I am going to do.” But he said, “I am going on west.” I don’t re- 
member what counties he has west of us. He said, “I think I will 
go into Huron the first part of the week and I will see.” 

Senator Youne. One of the major duties of a field man from a 
State office is to check on shortages, is it not ? 

Mr. Artz. I think it is the field man’s duty; yes. 

Mr. Correr. Mr. Fewing has since died; is that right, Mr. Artz? 

Mr. Artz. Yes. 

Mr. Correr. Getting back to the first conversation with Mr. O'Neill 
when he came and told vou he had told Fewing there was no need to 
come to his farm, and then Fewing came and talked to you and told 
you that O’Neill had told him the same thing, now, what was your 
impression of that conversation? You said all of the grain was not 
there, but if there was some grain, would you not want to know how 
much grain? ’ 

Mr. Arrz. Well—— 

Mr. Correr. Actually there wasn’t any grain there after his delivery 
during the summer, isn’t that so? 

Mr. Artz. I think that is correct. 

Mr. Correr. And that is why nobody went and inspected the bins— 
they took his word for it? 











wea 





bed eee SS 


~~ + 








STORAGE AND PROCESSING ACTIVITIES OF CCC 565 


Mr. Artz. I guess so. 

Senator Anperson. Did you ever question as to whether he had 
enough storage space on his farm‘ You say you have been at the 
farm. Did you question whether he had enough storage space for 
3 years of crops, $40,000 worth of grain ¢ 

“Mr. Artz. No: I don’t think I questioned that. 

Senator ANpeRson. You saw buildings on his farm ? 

Mr. Artz. | did. 

Senator Anprrson. Did they look like they would store $40,000 
worth of grain ¢ That could be sealed, not corn cribs in the open. 
Or did he seal those / 

Mr. Arrz. No: we didn't seal those. 

Senator Anperson. Did you see the buildings there / 

Mr. Arrz. Yes: he had a barn there that I think would hold 
perhaps— 

Senator ANpERSON. It must be a pretty good-sized barn to hold 
$40,000 worth of grain, especially if it had hay in it. 

Mr. ARTZ. He had three granaries there | know of. l was at the 
sale. He had three granaries, and then he also had some grain storage 
room, I think, at one of his neighbor's. 

Senator Anprerson. Which one? 

Mr. Artz. Mr. Hughes. 

Senator Anperson. Do you think he was storing grain with Mr. 
Hughes? Was it sealed there / 

Mr. ARTZ. Well, | don't know whether it was or not. 

Senator Anperson. If he vot a loan on it it had to be, did it not / 

Mr. ARTZ. Yes: it had to be. 

Senator Munpr. What are his initials, Mr. Artz? 

Mr. Artz. His name is Curtis. 

Mr. Correr. Mr. Artz, shortly after this meeting with Mr. Fewing 
did Mr. Johnson and Mr. Kew Ing come bac k to your neck of the woods ( 

Senator Arken. Who is Mr. Johnson? I think we should have 
him identified for the record. 

Senator ANDI RSON, Alfred Johnson. 

Mr. Correr. He is the chairman of the State PMA. 

Is that right—Alfred Johnson? 

Mr. Arrz. Yes. 

Mr. Correr. And did you have a meeting of Mr. Johnson. Mr. 
Fewing, Mr. O'Neill, and yourself? 

Mr. Arrz. Yes. 

Mr. Correr. And what was that conversation ? 

Mr. Arrz. Well, that I believe was about a week after my con- 
versation with Mr. Fewing. Well, either our secretary or someone 
called me up and asked me whether I could come to town. and I said 
I could. I came into town, into the office, and when I got there Mr. 
Fewing was there, Mr. O'Neill was there, and Mr. Johnson was there. 
And I don’t know what the conversation was before I got there. if 
there was any. I don’t know whether there was or not. 

But while I was there Mr. Johnson asked Mr. O'Neill to tell him 
what had happened and he told him. 

Mr. Correr. What did he tell him ? 

_ Mr. Arrz. That the grain wasn’t there, and that, “I wil! try to make 
it up just as SOOn as I can.” He wanted to know whether he could 


rive him a week’s time or— 
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Mr. Correr. Did he tell him where the grain had gone? 

Mr. Artz. No; I don’t believe he did. 

Mr. Correr. Did Mr. Johnson ask him? 

Mr. Artz. Well, he might have. 

Mr. Correr. You don’t recall that? 

Mr. Arrz. No; I don’t recall him specifically asking him what he 
had done with the grain, not at that time. 

Mr. Correr. Was there some discussion as to how Mr. O'Neill would 
raise the money ¢ 

Mr. Arrz. Well, not just—there was discussion as to how he was 
going to raise it; yes. 

Mr. Correr. Was there any discussion of the farm sale at that time / 

Mr. Arrz. I don’t recall the discussion was on the farm sale then, 
but I do remember Alfred O'Neill telling Mr. Johnson, “If I could 
have about a week’s time or so,” he said “I am sure I can get these 
loans paid up.” 

Mr. Correr. Didn't he indicate how he was going to get the money / 

Mr. Arrz. Well, at that particular session we had there I don’t re- 
member whether he told him. 

Mr. Correr. How much time did Mr. Johnson give him? 

Mr. Artz. He didn’t give him any time. 

Mr. Correr. You mean he left it indefinite ? 

Mr. Artz. He said, “I can’t give you any time.” 

Senator Anperson. What was he going to do at the time? Did 
he understand if he paid up that the papers would be put in shape so 
there would be no evidence he had been short? Is that what he 
wanted ¢ 

Mr. Artz. No. 

Senator Anperson. Then, why couldn’t he give him time if he only 
wanted to pay up‘ That was bound to take time, was it not? 

Mr. Arrz. Well 

Senator Anperson. What was it he wanted time for? 

Mr. Arrz. I imagine it was to see if he could borrow this money 
from private sources, or perhaps have his sale, or any way to raise 
this money. 

Mr. Correr. Here was a man that was at least $27,000 short at 
this time. I think he had liquidated some of his loans through de- 
liveries, and he had no other grain, and apparently had no other 
assets or he would have paid up his loans or liquidated his assets. 
Wasn't there any discussion about how he would raise this money 
at that time? Were they just taking his word he could go out and 
raise that amount of money in a week’s time or in nothing short? 

Mr. Artz. If I remember rightly, all Mr. Johnson said there is, 
“T just can’t give you any time, Alfred.” I assume that Mr. Johnson 
figured he might want another year or something like that. 

Mr. Correr. Did Mr. Johnson tell Mr. O'Neill at that time any- 
thing about continuing to hold his position as county chairman ? 

Mr. Artz. Mr. O’Neill’s position ? 

Mr. Correr. Did Mr. Johnson tell Mr. O'Neill anything about 
continuing to hold his position as county chairman ? 

Mr. Arrz. Well, no; I don’t think Mr. Johnson asked that. I 
think Mr. O'Neill asked it. 

Mr. Correr. Mr. O'Neill asked Mr. Johnson what? 
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Mr. Arrz. Whether he should continue to work in the office or 
whether he should stay at home. And I think, if I remember the 
words correctly, that Mr. Johnson said, “No; I don’t think you had 
better come back to the office.” 

Mr. Correr. He told him to stay out of the office ¢ 

Mr. Artz. I don’t know he said it in so many words, that he should 
stay out of the office. 

Mr. Corrrer. He indicated he should keep away from there ? 

Mr. Arrz. I think that would be correct. 

Mr. Correr. Did he tell him how long he should keep away from 
there / 

Mr. Arrz. At least until after his loans were paid up, something 
like that. 

Mr. Correr. At that time were you slow in delivery of any loans? 

Mr. Artz. Of my own! 

Mr. Correr. Yes. 

Mr. Arrz. Yes: I guess I was. 

Mr. Correr. Did Mr. Johnson also tell you to get your deliveries 
in‘ 

Mr. Arrz. I believe that he did. 

Mr. Correr. In that connection, when the loan is due on April 
30—let’s take specifically for a *51—was there any State committeeman 
or any St: ite represent: itive through your office in the spring, and was 
there any discussion about delaying sending out delivery orders ‘ 

Mr. Arrz. Not while I was in there. 

Mr. Correr. When did you send out your delivery orders in “51 ¢ 

Mr. Arrz. I think they were all in the latter part of June and July. 
Those that were earlier were on request of the farmer himself. 

Mr. Correr. Is that a little late for sending out delivery orders ¢ 

Mr. Artz. Well, April 30 is the dead line, or is the time that the 
loans become due. It takes some time to set up and be ready to take 
deliveries. Therefore, it usually runs into—you couldn’t hardly start 
taking deliveries before the middle of May if you went right to work 
on it. 

Senator Arken. You are speaking of all kinds of grain ¢ 

Mr. Arrz. Yes. 

Senator A1ken. With the dead line on April 30? 

Mr. Arrz. Excepting corn. 

Senator Arken. Except corn? 

Mr. Arrz. Yes. 

Mr. Correr. And would you know of any discussions that took 
place regarding your county having its orders delayed ¢ 

Mr. Anz, None other than what Mr. O'Neill told me. 

Mr. Correr. Looking back at it, do you have any reason to believe 
that the delay in sending these orders to the farmers of Edmunds 
County that year was motivated by the fact that Mr. O'Neill could 
not deliver? 

Mr. Artz. No; I wouldn't say that. 

Mr. Correr. What would you say? 

Mr. Arrz. During the month of May we hadn’t had a bit of rain 
in that part of the country, and it was dry, and there were farmers in 
there every day worrying about having to deliver grain, and they 
would like to keep it on the farm until they got some rain to see if 
they would have to buy the grain back themselves. If it didn’t rain 
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in the last part of May or in June, or if it hadn’t had rained by then 
there oun have been just any number of farmers that wanted to buy 
this grain back they had on the farm. 

We had talked this over in the office different times or discussed it, 
wondering whether there couldn’t be something done about it. 

One day I came into the office and Mr. O'Neill told me that he had 
talked to some member of the State committee and had explained the 
situation to him, and that sone member of the State committee had 
said, “Well, you can hold up your delivery notices for a time and see 
what happens, see whether it does rain.” 

Mr. Correr. Wouldn’t that only apply to 1-year-old grain, Mr. 
Artz? Would the farmers be interested in seeding 2-year- -old, and 3 
year-old grain if they could get last year’s crop? 

Mr. Arrz. For those who had storage in both years, I imagine it 
would apply to 1951 crop. 

Mr. Correr. Wouldn't there be enough 1950 crop grain to go around 
for seed for the 1951 sowing season ? 

Mr. Arrz. I think so. 

Senator Anprerson. What would the farmer want with the 1948, 
1949, and 1950 crops because it had not rained ? 

Mr. Arrz. Well, I don’t think that anyone specifically asked any- 
thing about the 1948 or 1949 grain at that time. I think the 1948 
grain had all been delivered. Iam sure it was, or assumed it was. 

Senator ANperson. Well, 1949 and 1950, then. Why would a farmer 
want 2 years’ crops protection / 

Mr. Arrz. Well, I don’t think the policy would be that. Instead 
of taking the 1949, we take it all right straight across. 

Senator Anperson. I thought the 1948 grain was disposed of with- 
out any difficulty. Why would you have to sell both 1949 and 1950? 
You wouldn’t have to, would you ?¢ 

Mr. Arrz. No. 

Senator Anperson. They could have paid their 
they ¢ 
Mr. Arrz. Well, 1949 I don’t believe were due until—reseal wasn’t 
due until the same time your other loan was due. 

Senator Anperson. Very well. It was sealed and then resealed and 
became due on April 30, 19514 


Mr. Arrz. That is right. 
Senator Anperson. Now, what possible use could the farmer have 


of that 1949 crop when he already had the whole 1950 crop there? 
Mr. O'Neill was sealing practically all of his grain, was he not? 

Mr. Arrz. I think so. 

Senator Anperson. Now, he had only fourteen or fifteen dairy 
cows and thirty or forty other animals. Would he need more than 
his 1950 crop? 

Mr. Arrz. He also had 150 hogs on that sale bill. 

Senator Anperson. Was he feeding wheat to the hogs? 

Mr. Arrz. I don’t know what he was feeding. 

Mr. Correr. Mr. Artz, going back to this meeting with Mr. John- 


1949 notes, couldn't 


son that we have been discussing, when he also told you to get in your 


late deliveries, did he take any action to have your bins inspected at 


that time? 


Mr. Arrz. Yes. 
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Mr. Correr. Were your bins inspected at that time? 

Mr. Arrz. I don’t know exactly whether they were or not. 

Mr. Correr. Wouldn’t you know? 

Mr. Artz. No, I wouldn't. I talked to Mr. Fewing and in fact— 
I don’t think Mr. Johnson told Mr. Fewing to inspect our bins in our 
presence. I don’t know whether he did or not. But Mr. Fewing 
came back the following week and said he would have to make an 
inspection on all outstanding loans, and I volunteered to have my own 
bins inspected by Mr. Fewing, not knowing that he had orders to do 
that. And he said, and then is when he told me that he would have 
to inspect all outstanding grain. 

Mr. Correr. Did he inspect your bins ? 

Mr. Arrz. As I said before, I wasn’t at home when he did. But 
when I got home that evening my wife told me that I had a visitor 
out there. I said, “Who?” And she said that she had a nice visit 
with Mr. Fewing. 

And so I said, “I know what he wanted.” 

“Yes.” she said, “he went over and looked at your oats you had in 
the garage.” So I imagine he inspected it. 

Mr. Correr. Didn’t Mr. Fewing tell you it wasn’t necessary to in- 
spect your bins ¢ : 

Mr. Arrz. To inspect mine ¢ 

Mr. Correr. Yes. 

Mr. Artz. No, he did not. 

Mr. Correr. Did he tell anybody that? 

Mr. Arrz. Not that I know of. 

Mr. Correr. Do you know whether Mr. O’Neill’s bins were in- 
spected ¢ 

Mr. Artz. Prior to that? 

Mr. Correr. At any time. 

Mr. Arrz. No, I don't. 

Mr. Correr. By the State PMA. 

Mr. Arrz. No, I don’t. 

Mr. Correr. You have no evidence that they were ¢ 

Mr. Artz. No, I haven't. 

Mr. Correr. Mr. Johnson gave no indication to you he was going 
to have them inspected at least at this conference ¢ 

Mr. Arrz. No. 

Mr. Correr. It never came to your attention they were inspected é 

Mr. ARTZ. They were inspected ¢ 

Mr. Correr. Yes, sir. 

Mr. Arrz. No. 

Mr. Correr. Then Mr. O'Neill had his sale. He had a sale shortly 
after this? 

Mr. Arrz. Yes. 

Mr. Correr. When did he have this sale? Would September 13, 
be the day ¢ 

Mr. Arrz. It was on a Friday. I was always under the impression 
it was the 15th but I have been told since it was the 13th. 

Mr. Correr. Do you know approximately what the proceeds of that 
sale were ? 

Mr. Arrz. Well, I never looked in to see what the proceeds were, 
but I understand approximately $27,000. 
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Mr. Correr. $27,000? 

Mr. Artz. Yes. 

Mr. Correr. And were you present at any conferences after the 
meeting you had with Mr. Johnson and Mr. Fewing and Mr. O'Neill 
in which there was any discussion as to what would be done with the 
proceeds of the sale? 

Mr. Artz. Was I? 

Mr. Correr. Were you present at any conference at which there 
was any discussion with respect to what they would do with the 
proceeds of the sale? 

Mr. Artz. No, I was not. 

Mr. Correr. Do you know if there were some bank mortgages out 
against the chattels that were sold that day? 

Mr. Arrz. None other than what we had on the record in the office. 

Mr. Correr. Do you know how much they aggregated ? 

Mr. Artz. Not exactly. Approximately around $11,000, eleven or 
twelve. 

Mr. Correr. How much? 

Mr. Arrz. Between eleven and twelve thousand dollars, I think. 

Mr. Correr. So although the proceeds of the sale brought approxi- 
mately $27,000 how much did Mr. O'Neill have left ? 

Mr. Arrz. That he applied on the loan? 

Mr. Correr. To apply on it, yes. Was it something in excess of 
$16,000? 

Mr. Arrz. Between sixteen and seventeen thousand dollars, yes. 

Mr. Correr. And with those proceeds and with the new crop grain 
and with the money that he had borrowed from friends and relatives 
he paid up his loans; is that correct ? 

Mr. Artz. That is correct. 

Mr. Correr. Did you go down with him when he paid up? 

Mr. Artz. I went to Huron with Mr. O'Neill, ves. 

Mr. Correr. Did he have the money with him on that day? 

Mr. Arrz. He did. 

Mr. Correr. And to whom did he pay it? 

Mr. Artz. To the State committee, 

Mr. Correr. And who was present when he turned the money over? 

Mr. Arrz. Well, there was Mr. Johnson, Mr. Burke, Mr. McCue. 

Mr. Correr. Who? 

Mr. Artz. McCue. 

Mr. Correr. What is his first name ? 

Mr. Arrz. Cecil. 

Mr. Correr. He is a member of the State committee ? 

Mr. Artz. Yes. 

Senator Anperson. Let’s have those people identified. Who is Mr. 
Burke? 

Mr. Artz. I think he is vice chairman of the State PMA. 

Senator Anperson. Where does he live? 

Mr. Arrz. At Huron. 

Mr. Correr. He is here today. 

Was there any conversation between O’Neill and Mr. Johnson with 
respect to his continuing in office as county chairman ? 

Mr. Arrz. You mean that particular day when we took this money 
down there? 

Mr. Correr. Yes. 
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Mr. Arrz. I don’t know. 

Mr. Corrrer. You didn’t overhear any ? 

Mr. Artz. Nothing there in the office. 

Mr. Correr. When did you hear any conversation with respect to 
that subject ? 

Mr. Arrz. I didn’t hear any of their conversation. I had some 
other business there pertaining to the office, and I went to see a man 
when the money was being paid, and it was just before 5 o’clock, 
so I excused myself and stepped out and talked to Mr. Holton. When 
I finished with my business there I started over to their office, and 
they were coming out, and I asked Mr. Johnson whether they had said 
anything about Mr. O'Neill coming back to work. He said, “As far 
as I can see there is no reason why he can’t.” 

Senator Anperson. Who said that? 

Mr. Artz. Mr. Johnson. 

Senator Anperson. Was not he the man that knew he had disposed 
of the grain and was short? 

Mr. Arrz. Yes. 

Senator Munpr. You say Mr. Johnson told him to go back to his 
present position ? 

Mr. Arrz. No; I don’t think he said he should go back. I think he 
said he could see no reason why he should not go back, seeing he had 
settled all his loans. 

Mr. Corrrer. Did Mr. Johnson say anything about there never hav- 
ing been an inspection of Mr. O’Neill’s bins? 

Mr. Arrz. Not that I remember. 

Mr. Correr. Did Mr. O'Neill at a later time ever tell you what Mr. 
Johnson told him ? 

Mr. Arrz. About paying back these loans? 

Mr. Correr. About going back to work, about the general situation. 

Mr. Arrz. Nothing other than saying that Mr. Johnson said he 
could see no reason why he should not go back to work. 

Mr. Correr. Wasn't there any conversation about the fact that no 
one had ever seen his bins and therefore—— 

Mr. Arrz. Not to me, no. 

Mr. Correr. Did you ever hear that second-hand from anybody, 
from Mr. O'Neill? 

Mr. Arrz. Well, no, not from Mr. O'Neill. Second-hand, yes. 

Mr. Correr. Whom did you hear it from ¢ 

Mr. Arrz. Well, I don’t remember exactly who I heard it from. 

Senator Arken. Was it fairly generally discussed around the 
county—this matter of Mr. O'Neill being short ? 

Mr. Artz. Oh, no, not until after he had his sale. 

Senator ArkEN. Not until after the sale? 

Mr. Arrz. Oh he was going to have one. 

Senator Arken. I suppose the neighbors wondered why he was 
selling out. 

Mr. Arrz. I think so. 

Senator A1rken. He did go back to work, though, after he paid up 
finally in September ¢ 

Mr. Arrz. Yes. 

Senator Arken. And what did he do when he want back to work? 

Mr. Artz. Oh, about the same thing. 

Senator ArkEN. What would that be—certifying loans? 
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Mr. Arrz. Yes, he certified loans. 

Mr. Correr. Do you know how many loans he certified after he went 
back ? 

Mr. Arrz. That he certified ? 

Mr. Correr. Yes. 

Mr. Arrz. No, I don’t. 

Mr. Correr. Who is your secretary in the office there at Edmunds 
County ¢ 

Mr. Arrz. Genevieve Kadlec. 

Mr. Correr. Would you recognize her handwriting ? 

Mr. Arrz. I think I would. 

Mr. Correr. I show you these two slips of paper with certain noti- 
fications on them (handing document to witness)—on that first one— 
there is a list of a number of certifications of farm-stored and ware- 
house-stored loans. Is that Miss Kadlec’s writing ? 

Mr. Arrz. Yes. 

Mr. Correr. And how many loans is indicated there as a total on 
farm-stored loans? 

Mr. Arrz. 173 

Mr. Correr. And how many on warehouse? 

Mr. Arrz. Under Mr. O’Neill? 

Mr. Correr. Yes. 

Mr. Arrz. 79. 

Mr. Correr. Now that is between what dates? 

Mr. Arrz. It doesn’t give a date here, does it ? 

Mr. Correr. I think the date is at the top, November sometime. 

Mr. Arrz. November 1 

Mr. Correr. November 17, is that it? 

Mr. Artz. Well, it could be; yes. 

Mr. Corrrer. Was the business sort of stopped during this time when 
Mr. O'Neill was out of the office? 

Mr. Artz. No. 

Mr. Correr. Who did the certification then ? 

Mr. Arrz. Well, I did and Mr. Ulmer. 

Mr. Correr. Did you certify a lot of loans during that time? 

Mr. Arrz. Considerable number of them; yes. 

Mr. Correr. How many was there during that period? Isn’t that 
there, too? 

Mr. Arrz. Not that I see. 

Mr. Correr. That middle column, is it not ? 

Mr. Arrz. Well, you have three columns here—one is O'Neill, one 
Artz, and one Ulmer. 

Mr. Correr. You just called the O’Neill loans, is that right? 

Mr. Arrz. Yes. 

Mr. Correr. Well, that is all right. 

Now will you turn to the first page, Mr. Artz, just turn back to the 
first page. Is that also Miss Kadlec’s handwriting? 

Mr. Artz. I believe it is. 

Mr. Correr. Does that purport to be the number of days Mr. O’Neill 
worked during this period on a day basis? 

Mr. Artz. This here [indicating] ? 

Mr. Correr. Yes. 

Mr. Artz. I think it is. 
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Mr. Correr. What does it list there for Mr. O'Neil] ? 

Mr. Arrz. In August 141% days. 

Mr. Correr. And September? 

Mr. Arrz. Four and one-half days. 

Mr. Correr. And October? 

Mr. Arrz. 23 days. 

Mr. Correr. And November? 

Mr. Artz. 111% days. 

Mr. COorrer. When did you have your elect ion this vear—in Novem- 
ber or December ? 

Mr. Artz. In December. 

Senator ArkeN. At that point, in November it was up to the 17th. 
Are we to understand that the 11 days put in in November was bet ween 
the Ist and the 17th? 

Mr. Artz. Well, I don’t know. It isn’t on here. 

Senator Arken. Well, you said the certifications were between Sep- 
tember and November 17. Did he do other work besides cert ifications? 

Mr. Arrz. Oh, yes. 

Senator Arken. Any work which came before the PMA? 

Mr. Artz. Yes, generally. 

Senator Arken. But did not make any inspections? 

Mr. Artz. No. 

Senator Anperson. You said that Johnson commented when he 
was sending Mr. O'Neill back that he saw no reason why he couldn't 
go back in the office and start to go to work. Did you see any reason 
why he couldn’t ? 

Mr. Artz. Well. no. 

Senator Anprerson. How long have you been in AAA ? 

Mr. Artz. Six years, I believe it is. 

Senator Anprerson. You recognize the responsibility of an AAA 
member and particularly a member of the Board. How long do you 
think the system will work, which has done a lot of good for our 
farmers, I think, if the individual farmer doesn’t see anything wrong 
with the man who has taken property which he has sealed and 
pledged—not a particle of difference from taking money. And you 
think there is nothing wrong with him going back to work. How 
long do you think the AAA program would last if that became general 
all overthe United States? Don’t you think there is something wrong, 
Mr Artz. 

Mr. Artz. Yes. 

Senator Anperson. I think so, too. 

Mr. Correr. Mr. Artz, how much did you receive on your per diem 
basis, do you recall ? 

Mr. Artz. I think we used to get $9 a day. 

Mr. Correr. And you were just paid the days you worked ? 

Mr. Artz. That is correct. 

Mr. Correr. And where did that money come from ? 

Mr. Arrz. Well, sent to the county through the State PMA office. 

Mr. Correr. Came from the Department of Agriculture / 

Mr. Artz. That is right. 

Senator Arken. Did you get $9 a day back in 1948? Nine dollars a 
day is more of a recent rate, is it not ¢ 

Mr. Arrz. I think it is. When I started I think we were getting 


either SS or $8.10. 
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Senator Arxen. I think $8 was about the top price back in those 
days. 

Mr. Artz. I think it was. 

Senator Youne. Was Mr. O'Neill reelected to the county board in 
your December elections ? 

Mr. Artz. No; he was not. 

The Cuarrman. How about you? 

Mr. Arrz. I was not. 

The CuHarmman. You are no longer a member of the committee? 

Mr. Arrz. I am not. 

Senator Youne. The Government recovered all of its losses in this 
case ¢ 

Mr. Arrz. It has. 

Senator Younc. Without any court action whatever ? 

Mr. Arrz. It has. 

Senator Youne. I would like to say this: Farmers in many respects 
are better than other individuals with which the Government is deal- 
ing. Recovery of Government losses are only after long years of 
court action in many cases of grain storage off the farmers. 

Mr. Artz. I might also state that was the reason Mr. Johnson said 
that as long as no court action had to be taken and it was recovered 
entirely without having to go to court he could see no reason. Let’s 
put it that way. 

Senator Youna. Well, I think he was absolutely wrong. After the 
shortage occurred the man should not have been given an opportunity 
to serve any longer, but he should be given some credit for returning 
the Government’s money without court action. 

Senator Anperson. The Government could get its money pretty 
quickly by filing action. All he did was hurry it a little bit. 

Do you own any land? 

Senator Youne. He could have dragged it out in court several years 
like many individuals do. 

Senator Anperson. He could have. I do not see it would have 
helped him any. 

Did Mr. O'Neill own any land ? 

Mr. Artz. To my knowledge, no. I don’t think he did. 

Senator Anperson. This whole thousand acres he was farming was 
rented / 

Mr. Artz. Yes; I believe it. 

Senator Anperson. How long has he lived out there? 

Mr. Arrz. I don’t know. I have known Mr. O'Neill, I think, about 
7 years. I might have met the man before, but when I got to know 
him was when he was elected to the county committee. 

Senator Anperson. But he did sell all of his assets, personal prop- 
erty he had, at this auction sale to raise the money ? 

Mr. Artz. I think he did. 

Senator Youne. Did he claim any rights for his wife? 

Mr. Artz. None whatsoever. 

Mr. Correr. He didn’t sell his household goods, of course? 

Mr. Arrz. No. 

Senator Youne. In most of those States in that part of the country 
the wife can claim a certain amount of exemption for personal prop- 
erty. 
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Year Loan No 
1948 | 47-23-01A 
148 i7-23-1A 

ived 417-23-163A 





MS | 47-23-12A 
48 17 23-894 
HS 47-23-198A 
iS | 47-25-60B 
1049 17-23-29A 
1949 47-23-43A 
1% 17-25-13 
19 {7-23-44A 
{7-23-45B 

) 4 y +f 

) 47-23 -2 
1¥OoO si-2 ‘ 
] ) 23-8A 
19 23-BUA 
17-23-41 A 
l $7-23-105A 
} $7-23-104 
} i7-23-119 
19 47-23-2708 
ly 47-23-2518 
1 | 47-23-7B 
1951 17-23 8B 
1948 47 2 
1948 47-O23-22 
1948 417-023-191 
M8 47) 25-435 
1048 17 14 
1918 417-023-102 
1v4y 417-)23-7 
17 3-41 
17-23-42 

47 >-168 

i174 174 

4174 154 

1951 | 47-023-27 
l 47-02 7 
1951 47-023-362 
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Ce odity lype Bushels 
Oa Farm stored 4, 632. 00 
Barley do 2, 509. 00 
A erican .do.. 1, 180. 00 
auruni, 

Wheat .do.. 1, 068. 00 
o .do 2, 00 
‘e do 0 
) VW re ise st | s 
Oa Far red 3 00 
do ao 0 
Barley Warehouse stored i2 
W heat Farin stored », oo 
Durt Elevator stored 50 
Ww ut lo 0 
i) ir 3. 4) 
Rn lo 1,317. 00 
) d 2 776.00 

B l 2, 002 
) l 1, 760. 00 

D1 d 1, 49 

W it lo > 500 
Warehouse stored.| 1, 022.83 
) 1, 568. 00 
l $83. 67 

Oa I 1, 253 
) ] 1, 042. 1 

. | 

O Farm stored .| 1,368.00 
sariey 10 426. 0 
wt t ! 417.0 
s o nt 
‘ W are use t05. OO 
Barle} Farm stored 2 ) 
do Warehouse l4v. 17 
Ww eut lo 208 ¥) 
Oat Farm stored 1, 876. 0 
Barley lo 768. 0 
W t lo 268. OO 
) ) JIS. (i 

) lo 418 
Oats lo 1, 209. 0 

|B arley 10 1S. 
| W heat lo 879. 0 
7) Warehouse or. 0 
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Amount 


2. 964. 48 
2, 74. 78 
2, 371. 


2, 114. 64 
4, 656. 96 
229. 34 
2, O64. 51 
274 


SUE. ¢ 


t, 611 
168. 27 








, 633. OS 
442. 24 
16 

~ 

, 257. 70 
2, 076. 34 
t, 686. 59 
i5. 70 
“4. 1 
OSS. 65 


go | 


76. 00 | 


Date of loan 


| Aug. 9, 


do 


Oct. 21, 


i948 


1948 


Aug. 31, 188 
Sept. 22, 1048 
Dee. 22, 1948 
Sept 3, 1048 
Sept. 12, 1949 
Jan. 30, 1950 
Aug. 10, 1849 
Sept. 13, 1049 
Au 16, 1949 
do 
Jan. 22,1951 
Oct. 31, 1950 
Jan 22, 1951 
Oct , 1950 
Jar ), 1951 
Oct 31, 1950 
No 1, 1050 
Oct 2 1050 
Sept. 18,1 
Sept. 12, 1951 
Sept 1951 
«le 
ept. 10, 1948 
do 
Dec. 21,1 
Sept. 10, 1948 
Aug. 23, 1918 
De 1 19 ~ 
Aug i, 1949 
Aug. 16, 1949 
Jan. 23, 1951 
yen . -~ 
Dee. 11, 1950 
Jan. 31, 1951 
Uct 15, 195 
lo 
do 
Oct. 1, 1951 
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Date dis- 
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Lending agency ph 





bursed | 
Aug. 9, 1948 | Ipswich State Bank, Ipswich, 8. Dak..| Ma 
do - = sccceeccasecseooses Ma 
Oct. 21, 1948 Giese non . » pees 
Aug. 31, 1948 |.....do..- 
Sept. 22, 1948 .do.. 
Dec. 22, 1948 do... a 
Sept. 3, 1948 .do.. Apr 
Oct. 20, 1949 -do.. Jun 
Feb. 1, 1950 .do e 
Aug. 10, 1949 .do.. Mal 
Sept. 14, 1949 y To Jun 
ig. 17, 1949 , Ma: 
do oc SSSees aie ‘ 
Jan. 23,1951 | Bank of Cresbard, 5outh Dakota. --. Jun 
Nov. 1,195 Ipswich State Bank, Ipswick, 38. Dak..| Jun 
jan. 23,1951 | Bank of Croshard, South Dakota | Jun 
Nov. 1,1950 | Ipswich State Bank, Ipswich, 8. Dak Jun 
ret 15, 1951 _ oe ae . nee nnd 
Nov 1, 1950 .do.. ‘ 
do cc ‘ se 
Oct. 2,1950 lkotidisdtibaseneuedednetsgnentincdnmiinn 
ept. 28,1951 | Commodity Credit Corporation | Sep 
t. 24, 1951 seacasnna Sep 
lo Sees eden ad 
lo Jed soaniea eemtin f 
1948-51 GRAIN LOANS MADE BY TEI 
| 
Sept. 10, 1948 | Ipswich State Bank... Ma; 
lo do 
Dec. 21, 1948 ..do 
pt. 10, 1948 do 
Aug. 23, 1948 do Apr 
Dec. 31, 1948 ..d0 May 
Sept. 1, 1049 | do pee 
| 
Aug. 17,1949 ..do. Mar 
Jan. 25, 1051 lo June 
Fe 15, 1951 do 
De 2, 1950 | do 
De 11, 1950 do 
re 1, 1951 lo 
Oct 15, 1951 do 
do | e do. 
do | do = 
Oct. 5, 1951 do 


0. 31 


Administration, Commodity Office, Minneapolis, Minn. 
D O'NEILL, CRESBARD, 8. DAK. 






















































































Delivered 
Date pur- 
chased by | Dateresealed| Date paid Paid to— Date delivered Remarks 
ccc - = | Elevator 
| 
Bushels | Bushels 
. Dak..| May 28,199 | June 29,1949 | Feb. 20,1951 | Edmunds Ce... Aug. 1,1951 44 | 1,751.02 
neaenaea ie 280 neal neudiiebauise hicesakieaneiaeanscel Gn ne badows 
pasenewal -do......-/ June 30, 1949 |...........-...]..-.-----...-.-.--] Aug. 22,1961 |.......-| 1,102.50 | Deficiency $64.2 
7 cents storac: 
production 
— on a Do. 
sidinaittt ¢ “See Do. 
a CES ae Do. 
| Apr. 5,1949 
| June 15, 1950 
Eye: Rae 
eibinies | Mar. 23, 1950 
eit | June 15, 1950 
ait Mar. 9, 1950 
eee RE 
ae June 2, 1951 
. Dak..| June 25, 1951 
ee June 20,1951 | .. 
. Dak... lower <page Be 
sebell ee 
ie Pee 
i 
n. Sept. 28, 1951 a RS OT ee Loan not due 7 
LGR Sept. 24, 1961 x ES PRE MEI eR seer Do. ? 
inhale Ue is EE Se ST Do. 
Ee SRN i eee OE EET I Mee SEF Do. 
DE BY TED ARTZ, BEEBE, 8. DAK. 1 
Bushels| Bushels 
.| May 20,1949 | June 29,1949 | Jan. 25, 1951 a of See DS 
0 
ee Seer a shiviacatitiinzeniiilaintaiiiitesdanipthiddliecteadl Jan. 30,1951 | 205.56 |.......... Deficiency $135.1), ; 
..do SE SRS ee eet Feb. 2,1951 | 352.44 e Deficiency $102.85, ps 
Ee SS GES: SE TEERORE SESE SOM ——— eer) U6 6] ee 
-| Apr. 5, 1949 a en Apr. 30, 1949 @) 305. 00 
_...--.| May 20, 1949 | June 29, 1000 (OE © py wibacrermamt Geetha ei Timed 
SS Sea, ee “ 11, 1949 Ipswich State a ee 
a I ee eee Ne 1950 
...| June 25, 1951 Aug. 16, 1951 Deficiency $373.15, ps 
a he A 4 25, 1951 Deficiency $285.82, ; 
-| Aug. 20, 1951 
Sept. 11, 1951 Deficiency $47.71, 
Sept. 12, 1951 
ic 
hah. 
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| | 
| Date dis- Date pur- 
Year Loan No. Commodity Type | Bushels Amount! Date of loan bursed | Lending agency nO 
| 
i | 
| 
} | | 
1048 | 47-23-01A...| Oats. ... Farm stored _ 4,632.00 $2, 964. 48 Aug. 9,198 | Aug. 9, 1948 | Ipswich State Bank, Ipswich, 8. Dak..| May 28, 1949 
1948 | 47-23-1A Barley | , 2, 509.00 | 2, 754. 73 | Jtes — we ITER MOINES, IE ME | | May 20, 1919 
1948 | 47-23-163A American , ae 1, 180.00 | 2,371.80 | Oct. 21,1948 | Oct. 21, 1943 |-- _ eae * ionsediiicdasase 
durum. | | 
1948 | 47-23-12A...| Wheat .— 1,068.00 2,114.64 | Aug. 31,1948 | Aug. 31, 188 Si icicentnciseenine netinandtadaiiaieiatdl ES 
1948 | 47. 23-894 .do.. .do.. 2,352.00 | 4,656.96 | Sept. 22,1948 | Sept. 22, 1948 | oper OE: Le a 
1048 | 47-23-1908A do do... 788. 00 | 1, 576. } Dec. 22,1948 | Dee. 22, 1948 | do —_— as 
1048 | 47-25-6908 do Warehouse stored 115. 83 229.34 | Sept. 3,1948 | Sept. 3, 1948 |.....do_... Apr. 5, 1949 
149 | 47-23-20A Oats Farm stored 3, 277.00 | 2,064.51 | Sept. 12,1949 | Oct. 20, 1949 + we aa ...-..---| June 15, 1960 | 
1949 | 47-23-43 do ens 436.00 | 274.68 | Jan. 30,1950 | Feb. 1, 1950 ines Re tenia’ 
1M9 | 47-25-13 Barley Warehouse stored 964. 42 896.91 | Aug. 10,189) Aug. 10, 1949 | .do - Mar. 23, 1950 
1H9 | 47-23-44A W heat Farin stored 2, 353.00 | 4,611.88 | Sept. 13,1949 | Sept. 14, 1949 y eS .| June 15, 1950 
1049 | 47-23-45B Durum Elevator stored 236. 50 468.27 | Aug. 16,1949 | Aug. 17, 1949 — Seay , sil Mar. 9, 1950 | 
1649 | 47-2346 Wheat .do.. 222. 00 437.3 do... .do _ a See ae Ph Soe eae .-| 
1950 | 47-23-2 Oats Farm stored. 3. 722.00 | 2,345.49 | Jan. 22,1951 | Jan. 23,1951 | Bank of Cresbard, south Dakota. ---. | June 29, 1951 
1950 | 47-23-44 Rye .do.. 1,317.00 1,633.08 | Oct. 31,195) | Nov. 1, 1950 | Ipswich State Bank, Ipswick, 8. Dak..| June 25, 1951 
1950 | 47-23-8A do do.. a 2,776.00 3,442.24 | Jan. 22,1951 | Jan. 23,1951 | Bank of Creshard, South Dakota.__.- June 20,1951 | 
1950 | 47-23-30A Barley .do.. 2,002.00 2, 162.16 | Oct. 51,1950 | Nov. 1, 1950 | Ipswich State Bank, Ipswich, 8. Dak..| June 25,1951 
194 17-23-41 A... do .do.. 1, 760. 00 ese + Fe. S 4 9 ee Er sR Siew? _ eo 
1930 | 47~23-105A Durum .do.. 1, 549. 00 Oct. 31,1950 | Nov. 1, 1950 Cea i St 
1950 | 47~23-104 Wheat .do_. 2. 590. 00 Nov, 1, 1950 .do Ee : Sa 
1950 | 47-23-119 do ps Warehouse stored.| 1,022.83 | 2 |} Oct. 2,1950 | Oct. 2, 1950 eT ees t ctnneishenniblancheenaetl 
' 
1951 | 47-23-270B__| .do.. .do.. 1, 568.00 | 3,686.59 | Sept. 18,1951 | Sept. 28, 1951 Commodity Credit Corporation. | Sept. 28, 1951 | 
1951 | 47-23-201B do .do.. 483.67 | 1,015.70 | Sept. 12,1951 | Sept. 24, 1951 dh ondediscetbbeeccehenas .| Sept. 24, 1951 
1951 | 47-23-7B Oats .do.. 1, 257 704.13 | Sept. 18, 1951 -F we ESR PERT a 
1951 17-23-8B do , Se 1,042. 1 583. 63 se a < RRC RR arr SRS 
| i 
1948-51 GRAIN LOANS MADE BY TED ARTZ, 
1948 | 47-023-023 Oats... Farm stored 1,368.00 | $875. 52 Sept. 10, 1948 | Sept. 10, 1948 | Ipswich State Bank..__- ---| May 20, 1949 
| j | | | 
1948 | 47-023-22_...| Barley ..do ‘ 426. 00 472. 86 |.....do a = Ae _ Seer ee 
148 47-023-191 Wheat do.. 417.00 834.00 | Dec. 21, 1948 Dec. 21, 1948 | ..do —_ oss 
1948 | 47-23-43 ..do do 650. 00 287.00 | Sept. 10,1918 | Sept. 10, 1948 ..do Ses, ~ ed 
1948 | 47-023-14 do Warehouse 3 ”) 597.80 | Aug. 23,1948 Aug. 23, 1948 |_....do .| Apr. 51949) 
1948 | 47-023-102._.| Barley Farm stored 223. 00 240.84 | Dec. 31,1948 | Dec. 31, 1948 |_....do .| May 20, 1949 | 
1949 | 47-023-7 [ee ..| Warehouse 14¥. 17 134. 25 Ame. Th BOGD | Sept. fb, BOSD fc. <- GB. c ~ ccececcneces. peustdietatenetintiaas weneee-e] 
1949 | 47-023-41 Wheat |_____do . 298. 00 587.96 | Aug. 16,1949 | Aug. 17,1949 |.....do. ‘ , .| Mar. 9%, 1950 
1950 | 47-023-26 | Oats Farm stored | 1,876.00 | 1,181.88 | Jan. 23,1951 | Jan. 25, 1951 |_....do ...| June 25, 1951 | 
1950 | 47-023-42.. Barley re 768. 00 8}4.89 | Jan. 31,1951 | Feb. 15, 1951 |-«.- do i ae wae 
1950 | 47-023-168...| Wheat ..do 268. 00 541.36 | Dec. 1.1950 | Dee. 2, 1950 |_....do Site =P 
1950 | 47-023-174 } do do 238. 00 483.14 | Dec. 11,1950 | Dee. 11, 1950 ion do a 
1950 | 47-023-184__.|_....do =“ * 418.0 UTR RR OB RR ESL aes el es 
1951 47-023-32....| Oats. . . , es 1, 299. 00 $31.36 | Oct. 15,1951 | Oct. 15, 1951 he TR Nae — « 
1951 | 47-023-27 | Barley ws - 158. 0 199. 22 | do |.....do acaciillice clecceccecece an 
1951 47-023-157 W heat aes do ‘ 879. 00 1, 942. 50 |... | es A RES Sr pi Ses 
1961 | 47-023-802.--).....d0.------. Warehouse 108.00 | '226.80| Oct. 1,1951 | Oct. 5 1951 |.....do...-.........-.. Se 1 Comm + 
! 
1 Pooled. 
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Delivered 
Date pur- 
by Date resealed | Date paid Paid to-— Date delivered Remarks 
ccc Bin | Elevator 
site 
Bushels, Bushels 

fay 28,199 | June 29,199 | Feb. 20,1951 | Edmunds Co...| Aug. 1, 1951 44 | 1,751.02 

8) A TS TT ~~ a i — 

— “ae §§ “| 3 | Ge sae Pe § | 1,102.50 | Deficiency $64.2 
7 cents stora 
production 

a Oe ee cont A, BE tb ccccnee 1, 073. 33 Do. 

aad y eS | June 26, 1951 ‘ Fe I Piet Do. 

- Ss DN a eee Aug. 23 |.--.---. 789. 50 Do. 

“gi ( | GSES Sea ya Apr. 30,189) () ) 

une 15,1950 | May 94, 1080 | Sept. 19,1951 | Edmunds Co-_..}...............|..-....- ales aieadeied 

"_ SSSE Ne BB ceccontny , eRe a SS Tes See cpnienininee 

far. 23, 1950 |. Mar. Pt? tocndiieecnacens demain = ao |---------- 

une 15, 1950 May “24, 1950 | Sept. 18,1 ED Uiaicdlcmsasawand I. CRT! SS APOE 

far. 9, 1950 |__. 1a UL Gee See + Apr. 30, 1950 0 ; (a) 

(pe ET TS RONREEEEE Tex “eee » | 

ane i | ess | Sevt. “19, 1951 | Edmunds Co.-.|_.. Cae ee, Pe 

une 25,1951 | iaicaeed aa tesitaieaibiisensicoanen eR 

une 20, 1951 |. iekeaioe Asai SONAR) HERE Ee, Ke 

une 25,1951 | EES nentnwetenneliibtimapeunecnen alma RPE 

- =i ai ee ORS SOS ae CC eS 

eee }  ~ XE Ee SEES Reser EE ete 

ion ae Se 86S { SS pa acai SF FIRS 

peanebiianoaaee Apr. oa 1951 Ipswich | SSSR PP See 

ept. 28, 1951 SE a ET ee Loan not due 

| EEE A NS Sel comaet weneER Do. 

bed a SS OT a Se Do. 

e 1S See ‘ sadee Tee a Le eee Do. 

ED ARTZ, BEEBE, 8. DAK. 

Bushels| Bushels 
fay 20,1949 | June 29,1949 | Jan. 25, 1951 i) Ss cade abel 
| Commission. 

a SF ee ees eS ) UU eee Deficiency $13: 

a SS CR “RERE RSE Sree ---| Feb. 2,105] | 352.44 |.......... Deficiency $102.5 

7 (ES eRe WGHGE Hebe ae Wa it: | eecomaaten 

pr. 5, 1949 , ee eda Apr. 30,1949 | () 305. 00 

{fay 20,1949 | June 29, 1949 | — 22, 195 i" | ARR 8 Moe nnect tT hai Titeneetentl 

Aig A Stee gee : ct. 11, 1949 | Ipswich RS FL SR 

SI yaaa aa tbepeiiniaisl "| sjbcbnentnsdeanin Apr. 30, 1950 () 298. 00 

une 25, 1951 den - eaul " ---| Aug. 16, 1051 |1,203.44/.......... Deficiency $373.13, ps 

..do. s . — ° ace Aug. 25,1951 | 521.67 |.......... Deficiency $285.82 

_.do i TPT ouniaied Aug. 20, 1951 |........ 269. 50 

PRESS: wae, SS i iianieil aibiindioadieind I ssctetinincttieiileeisgsin Giessen Bi BE Inccecscn 210.00 | Deficiency $47.7 

. RS serie tae: Tigh aie! Se as Sot | 2 ene 418. 33 

CCT ipod = monn seers Sek aR ena “peenz—RD 
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Senator Arxen. Not if there is a mortgage on it. 

The Cuatrman. Any further questions? 

Mr. Correr. Just a couple more. 

In this election that was held, Mr. Artz, did you run again for 
re-election ¢ 

The Cuatrman. He covered that. 

Mr. Correr. Did he? 

Was there any conversation with respect to Mr. O’Neill’s running 
again ¢ 

Mr. Arrz. In the office? 

Mr. Correr. Anywhere. 

Mr. Arrz. Well, I had asked Mr. O’Neill whether he intended to run 
again, and all he told me was that he really had not made up his mind. 

Senator Anperson. The farmers helped to make it up, though, did 
they not, finally ¢ 

Mr. Arrz. They did what ? 

Senator Anprerson. The farmers helped to make it up, probably. 
Most of the farmers realize that this is extremely important, the in- 
tegrity of the people on the AAA committee, and most of them, I 
think, have an extremely high sense of honor with reference to it. 
They would probably help him make up his mind not to run. 

Senator Young. Undoubtedly. 

Mr. Correr. Did he finally decide not to run? 

Mr. Arrz. Yes. 

Mr. Correr. Mr. Artz, I don’t suppose you have too good a recol- 
lection of which of your loans were delinquent or how delinquent ? 

Mr. Arrz. Well, not exactly, no. 

Mr. Correr. If I show you a spread sheet here, could you tell me 
very briefly / 

Mr. Arrz. I think so. 

Mr. Correr. Let’s take them in blocks and then we will insert this 
spread sheet for the record. 

(See exhibit No. 31.) 

Mr. Correr. Here you have four farm-stored 1948 loans; is that 
correct? One is a warehouse loan. It reflects there that they were 
purchased by the bank in 1949, but actually they were resealed on 
June 29, 1949; is that right ? 

Mr. Arrz. That is correct. 

Mr. Correr. And there were 1,306 bushels of oats on which you 
received $875.25; barley, 426 bushels; wheat, 417; and wheat, 650. 
Those are all resealed and they came due in the spring, April 30, 1951; 
is that right? 

Mr. Arrz. Yes. 

Mr. Cotter. And they were delivered January 30, 1951, February 
2, 1951, February 2, 1951. 

Mr. Artz. What is that pool ? 

Mr. Correr. That pool is warehouse loan. I don’t know how that 
gotinthere. That is the fifth one right there. 

You made those deliveries in February 1951. 

There is a series of deliveries here in August, the 16th, 25th, 20th, 
September 11 and September 12, 1951; is that correct? 

Mr. Artz. That is right. 

Mr. Correr. And what loans do they apply to? 
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Let’s check over here. They are 1950 loans, is that right ? 

Mr. Arrz. Yes. 

Mr. Correr. So you were not short on your 1949 loans, but you 
were late on your 1948 loans, and you were late on your 1950 loans, 
Now when did you sell these cattle? Did you have to sell cattle to 
make up some of the loan money ? 

Mr. Arrz. I did not. 

Mr. Correr. That wasn’t connected with that? 

Mr. Artz. Absolutely not. 

Mr. Correr. You delivered grain in all cases? 

Mr. Arrz. In all cases, I think. E veryone of these loans. 

Mr. Correr. You paid some cash, didn’t you? 

Mr. Artz. I did. 

Mr. Correr. Do you know how much cash you paid ¢ 

Mr. Arrz. I don’t remember just what loan this one was. I bought 
one bin of oats back, but I think that was in January 1951. 

Senator Youne. Mr. Chairman, I would like to say that this case 
is in considerable contrast to the one Kansas City case. 

Here you have a farmer who was short, borrowed from his step 
father, father-in-law, has a sale, sells everything he can, and pays 
the Government in full. At least in one Kansas C ity case you don't 
see any such action as that. The Government will have to sue and 
will probably be engaged in long litigation to recover its losses. 

Mr. Correr. Do you think that is a fairly representative schedule 
of your loans? 

Mr. Arrz. I think it is. 

The Cuarrman. Does that show that Mr. Artz paid out in full his 
loans ¢ 

Mr. Correr. Yes: it does. 

The Cuarrman. And delivered either grain or money ? 

Mr. Correr. It just shows he was considerably late here in one 
period. 

The Cuamman. And when he delivered money, that was oats that 
you purchased ? 

Mr. Arrz. That is correct. 

The Cuarrman. And that was on the loan ? 

Mr. Arrz. Under loan I purchased. 

The Crarrman. What procedure did you have to go through 
order to be able to reacquire this property / 

Mr. Arrz. Well, I had our secretary get my folder and told he 
what grain I wanted to buy back. 

The Cuarrman. You then and there paid and took the grain? 

Mr. Arrz. I gave her the money for it or gave the check for it and 
the oats were mine. 

Mr. Correr. I think that is all, Mr. Artz. 

The Cuarrman. Any questions? 

Senator Munpr. How much time elapsed between the time the short- 
age was called to your attention and the time it was finally paid in full? 

Mr. Arrz. On Mr.—— 

Senator Munpr. O'Neill. 

Mr. Arrz. I don’t think it was over about 20 days. 

Senator Munpr. About 20 days? 

Mr. Arrz. It was less than a month. 
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Senator Munpr. About 3 weeks roughly speaking ? 

Mr. Arrz. Yes. 

Senator Anprerson. How long was it from that time before any 
action was taken in the court so far as you know? Has any action 
been taken / 

Senator Munpr. It went before the grand jury, I think, March 20, 
did it not / 

Mr. Arrz. I was subpenaed for the grand jury for March 20. 

Senator Munpr. Yes. 

The Cuarrman. Any further questions / 

Thank you very much, Mr. Artz. 

Mr. Artz. Thank you. 

The Cuatrman. Mr. Beaver. 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help vou God ¢ 

Mr. Beaver. I do. 


TESTIMONY OF MARLIN JAMES BEAVER, ADMINISTRATIVE ASSIST- 
ANT IN CHARGE OF COMMODITY LOAN AUDITS, STATE PMA 
OFFICE, HURON, S. DAK. 


The Cuarrman. Will you give your full name for the record ¢ 

Mr. Beaver. Marlin James Beaver. 

The Cu urmMan. What is vour occupation, sir? 

Mr. Beaver. | am administrative assistant. 

Senator Anperson. Louder. 

Mr. Beaver. I am administrative assistant. 

Senator Anperson. To whom / 

Mr. Beaver. To the chief of the audit section in the State PMA 
office. 

The Cuatrman. Where? 

Mr. Braver. Huron, S. Dak. 

The Cuamman. Are you so acting now in that capacity ? 

Mr. Beaver. As head of the commodity loan audit; yes, sir. That 
is the State office audit. 

The Cuarrman. Yes. 

Now, Mr. Cotter, do you desire to proceed ? 

Mr. Correr. Yes. 

Mr. Beaver, does the State PMA office keep records as to when a 
farm stored loan is disbursed and when it matures ? 

Mr. Braver. Disbursed ? 

Mr. Correr. Do you keep a record of the status? 

Mr. Beaver. No. My section doesn’t. 

Senator ANperson. Is that an answer to the question ? 

Mr. Beaver. You asked if the State office does? 

Mr. Correr. Yes. Aren't you in the State office? 

Mr. Beaver. Yes, sir. 

Mr. Correr. Does that office keep any kind of a record of the status 
of farm stored loans, whether they are matured or whether they are 
overdue, whether there have been conversions or shortages, whether 
they cannot be collected ¢ 

Mr. Beaver. Well now, why don't I explain the records that we 


do keep ¢ 
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Mr. Correr. All right, explain that record. 

Mr. Beaver. All right. 

Senator Anprrson. That is like saying, is the word “boy” in the 
dictionary, and you say, “I will give you all the words in the dictionary 
and you pick it out.” That is pretty long, is it not? 

Does it or doesn’t it keep a record ¢ 

Mr. Beaver. We do not keep a record of when the loan is disbursed. 

Mr. Correr. Well, you pick up the status ? 

Mr. Beaver. Yes; we do. We have a record when the loan is 
disbursed ; yes. 

Mr. Corrrer. You have a set of—do you want to call them—unoffi- 
cial records? 

Mr. Braver. Unoflicial records. 

Mr. Correr. Unofficial records? 

Mr. Beaver. Yes. 

Mr. Correr. You are not particularly charged with that responsi- 
bility; is that right? 

Mr. Beaver. No. 

Mr. Correr. But you keep them anyway? 

Mr. Beaver. We keep them for our purposes. 

Senator Aiken. What do you keep—just a record of the total 
amount of loans made by each county ¢ 

Mr. Beaver. No: we keep them by individual and loan. 

Senator Arken. Does the county report to Washington? 

Mr. Beaver. Does the county what? 

Senator Arken. Does the county office report to Washington when 
loans are made and paid—that data? 

Mr. Beaver. To Washington t 

Senator Arken. Yes. 

Mr. Beaver. No; they report to the PMA commodity office through 
our office. 

Mr. Correr. What happens when a loan is made in a county office? 
Do you get a copy of what happens? 

Mr. Braver. The regional director gets a copy of the loan. 

Mr. Correr. Now the regional director, you mean the Commodity 
office, which would be where? The regional would be in Minneapolis? 

Mr. Beaver. The PMA commodity office. 

Mr. Correr. In Minneapolis? 

Mr. Praver Yes. 

Mr. Correr. That is quite separate and apart from the State 
P. M. A. setup, isn’t that so? 

Mr. Beaver. That is right. 

Mr. Correr. But he does get a confirmation copy of that loan? 

Mr. Beaver. That is right. 

Mr. Correr. Does he get it through the State PMA office? 

Mr. Braver. Yes. 

Mr. Correr. It is routed in to you and then goes into the district 
Commodity office 

Mr. Beaver. Yes. 

Mr. Correr. And do you make some records, take some notations 
off that when it comes through your office? 

Mr. Braver. No, sir. 

Mr. Correr. Where do you get your information with respect to 
one of these loans, on all of them / 
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Mr. Braver. Well now, I will have to say last year we sent—I will 
have to back up on that. We do get the disbursement date off of the 
loan, yes; when it goes through us. Now last year we sent copies 
of this listing to the counties and had them make the entries as to 
the individual’s name, the bushels, the loan number and dollars and 
cents. 

Mr. Correr. On all loans? 

Mr. Beaver. On all loans. Not warehouse loans, no. 

Mr. Correr. Just farm stored loans? 

Mr. Braver. Just farm stored loans. We don’t keep a record of 
warehouse. 

Mr. Correr. Do you audit the county office? 

Mr. Beaver. The county office itself ? 

Mr. Correr. Yes. 

Mr. Beaver. No; the State office has two auditors. 

Mr. Correr. They do it? 

Mr. Beaver. Yes, but they are not in this section. 

Mr. Corrrer. You don’t have access to their records? 

Mr. Beaver. To what? 

Mr. Correr. The State auditors’ records? 

Mr. Beaver. No. 

Mr. Correr. Do you see the results of their audit reports? 

Mr. Braver. No. 

Mr. Correr. Wouldn't their reports be of value to you? When they 
audit don’t they note delinquency and status of loans, where there 
have been no deliveries over a long period of time? 

Mr. Braver. I understand they do. 

Mr. Correr. Are you operating separately and apart from them 
and don’t you use their records? 

Mr. Beaver. No. 

Mr. Correr. Why do you keep records? 

Mr. Beaver. For audit purposes we keep State office records. When 
a settlement form comes through the State office we verify that the 
person in indebted. We check to see whether or not he has another 
outstanding loan, and we use that record mainly for audit purposes 
as far as the State office is concerned. 

Mr. Correr. Did there come a time when you sent any sort of a 
request to the Edmunds County office in early 1951 

Mr. Beaver. Did I? 

Mr. Correr. Did your office? 

Mr. Beaver. Yes. 

Mr. Correr. What sort of a communication was that ? 

Mr. Beaver. We asked or a reconciliation of all their outstanding 
loans. 

Mr. Correr. And why did you do that ? 

Mr. BEAVER. Well, we noticed on the State office record a couple 
of members of the county committee had a considerable amount out 
standing. 

Mr.Correr. For how long and how much? 

Mr. Beaver. Well, Lam not positive on that. From memory I think 
O’Neill’s was approximately $13,000, and I just can’t tell you what 
Artz’ was at all. 

Senator ATKEN. In other words, you began to wonder why they 


didn’t clean up? 
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Mr. Beaver. That is right. 

Mr. Correr, Does that pertain to the 1948 loans ¢ 

Mr. Beaver. That was 1945 resealed loans; yes. 

Mr. Correr. And this was prior to April when 1949 resealed loans 
and 1950 loans would normally mature? 

Mr. Beaver. No; this was in April. 

Mr. Correr. But you had not received any notice from the 1949 
resealed loans or the 1950 loans at this time and it was just a figure 
of $13,000; is that right ¢ 

Mr. Beaver. That is right. See they have a 60-day delivery period. 
Now you can say the loans are due on April 30 but they have what 
we call a 60-day delivery period where these loans are delivered. 

Mr. Correr. I think that has been developed. 

Mr. Beaver. I see. 

Mr. Correr. As a result of your sending this out did you get a 
reply back from Edmunds County ¢ 

Mr. Beaver. Yes. 

Mr. Correr. What did that report reflect ? 

Mr. Beaver. It verified what our records showed. 

Mr. Correr. Did it show any greater delinquency ¢ 

Mr. Braver. I don’t recollect what that was. 

Senator Anperson. Did you send anything like that to any other 
county ¢ 

Mr. Braver. Yes. We were in the process of reconciling records 
with the PMA commodity office at the time. 

Senator Anperson. You sent it to all of them then? 

Mr. Beaver. No, just—— 

Senator Anprerson. Well, what other counties ¢ 

Mr. Beaver. I don’t know the counties, sir. Individual counties. 

The Cuatmman. Counties where you had undue delinquencies ¢ 

Mr. Beaver. That is right; where some unusual situation appeared. 

Senator Arken. Other matters besides delinquencies, perhaps ¢ 

Mr. Beaver. That is right. It wasn’t just that. Any place where 
there was a question. 

Senator Aiken. I have one complaint from my State regarding the 
claim that county committeemen were perhaps profiting unduly by 
the lease of lands for grain bins. Have you had anything like that? 

Mr. Braver. No. 

Senator Arken. I don’t want to get into it. If you had anything 
like that you would have looked into it ? 

Mr. Beaver. Yes. 

Mr. Correr. Do you recall that report you received back from 
Edmunds County showed that approximately half of the outstanding 
and delinquent loans were those of Mr. O'Neill and Mr. Artz? 

Mr. Braver. I do. 

Mr. Correr. Did you take that up with anybody ? 

Mr. Beaver. A State committee. 

Mr. Correr. Who is that? 

Mr. Beaver. Mark Nelson—— 

Mr. Correr. Was he chairman at that time? 

Mr. Beaver. He was the chairman at that time. 

Mr. Correr. And who else? 

Mr. Braver. Well 

Mr. Correr. Mr. Burke? 
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Mr. Beaver. As far as I can remember, no. As far as I can remem- 
ber Mr. Nelson was the only one I talked to. 

Mr. Correr. Mr. Burke didn’t learn of it at that time to your 
knowledge / 

Mr. BEAVER. ] don't know when he learned of it. 

Mr. Correr. What did you tell him ¢ 

Mr. Beaver. Tell who/ 

Mr. Correr. Mr. Nelson. 

Mr. Beaver. I told him what the situation was and that $15,000 was 
a considerable amount of money to be outstanding. 

Mr. Correr. About this time didn’t you get further information 
that there was an additional $27,000 in O'Neill's case that was due? 

Mr. Beaver. After the delivery period had somewhat simmered 
down we were going through the records and then we found that there 
was an additional—all these 1949 and 1950 loans. too. 

Mr. Correr. Then was there some action taken ¢ 

Mr. Beaver. Yes, sir. 

Mr. Correr. When was that ? 

Mr. Beaver. Approximately the middle of July. 

Mr. Correr. When was your original conversation with Mr. Nelson ? 

Mr. Beaver. The original was approximately the middle of April. 

The Cuarmman. What year? 

Mr. Beaver. 1951. 

Mr. Correr. And then nothing occurred until July 1951 ¢ 

Mr. Beaver. That is right. 

Mr. Corrrer. And did you have any further discussions with the 
State committee at that time? 

Mr. Beaver. Yes. 

Mr. Correr. Can you give the substance of those discussions / 

Mr. Beaver. I reported what I found and—— 

Mr. Correr. Who did you report to on this occasion ¢ 

Mr. Beaver. This was Al Johnson. 

Mr. Correr. Had there been a change of chairmanship in the 
meantime ¢ 

Mr. Beaver. Yes. 

Mr. Correr. Mr. Nelson had resigned ? 

Mr. Beaver. Yes. 

Mr. Correr. And did you just report to Mr. Johnson ¢ 

Mr. Beaver. I believe so. 

Mr. Correr. Had you had any discussions with Mr. Burke between 
April and July about this ¢ 

Mr. Braver. I couldn't definitely say so, but I think I discussed it 
with all the State committee. 

Mr. Correr. Did Mr. Nelson take any action as a result of your 
earlier discussions ¢ ' 

Mr. Beaver. As a result of it? 

Mr. Correr. The April discussions. 

Mr. Braver. No; not to my recollection. I notified them. 

Mr. Correr. What happened as a result of your discussions with 
Mr. Johnson ¢ 

Mr. Beaver. I was told that he called the farmer fieldman. 

Mr. COTTER. Who would that be? 

Mr. Beaver. Harold Fewing. 
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Senator Anprer.on. Who is that? 

Mr. Correr. Harold Fewing. 

Do you know what took place then ? 

Mr. Beaver. No. 

Mr. Correr. What else do you know about this shortage? 

Mr. Beaver. In the former part of August, I believe it was—I don’t 
know what the exact date was—a couple of settlement forms came i) 

Mr. Correr. What is a settlement form ? 

Mr. Braver. That is where a delivery has been made to Commodity 
Credit. 

Mr. Correr. By whom? 

Mr. Braver. By the borrower. 

Mr. Correr. Yes. But in this case—— 

Mr. Beaver. Submitted by the county office to the State office. 

Mr. Correr. Did it relate just to the O'Neill case or was it general 

Mr. Beaver. No; it was a settlement form on two of his *48 loans. 

Mr. Correr. Is that significant of anything? 

Mr. Beaver. What ? 

Mr. Correr. Was that significant, those coming through at that 
time ¢ 

Mr. Braver. No. 

Mr. Correr. Do you know anything else about what transpired ¢ 

Mr. Beaver. Yes: there was an overdelivery on these two loans 
and— Ii don’t know whether there was an overdelivery or storage that 
built the amount to more than enough to satisfy the note. I wrote the 
county office that we would not settle on those settlements until the 
settlements had been made on the other loans. 

The Cuarrman. What do you mean by overdelivery ? 

Mr. Braver. Well, perhaps more grain is in the bin than origina! 
or perhaps the grade would be greater than the original grade. 

Senator Anprerson. Perhaps he could have taken some of the 1950 
and sold that along with the 1948. Is that -what vou are trying to say / 
Did he deliver more bushels than he was supposed to? 

Mr. Beaver. I don’t recall what. 

Senator Anper.on. If you don’t who would?) Why did you hold 
them up? 

Mr. Beaver. Because, according to the settlement forms, the way 
they were made out, we would be making a draft out to Mr. O'Neil! 
when he still had some $30,000 in outstanding loans. 

Senator Anperson. Let’s start back again. Suppose the delivery 
was for 5,000 bushels of grain and he delivered 7.000. That would be 
an overdelivery, would it not? 

Mr. Beaver. Yes. 

Senator Anverson. In the elevator, or the Commodity Credit would 
pay for more than 5,000, give you extra money, and you wouldn’ 
apply that to his other indebtedness at that time. Is that what you 
have said ¢ 

Mr. Beaver. We wouldn’t; no. We are not authorized. 

Senator Anperson. What ha ypened ¢ What did happen ? Actually 
what happened on this case? You knew you were coming in here to 
testify before this committee. 

Mr. Braver. Yes, sir. 

Senator Anperson. What did happen? What was the overde 
livery? How much extra money was there ? 
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Mr. Beaver. I don’t remember, sir. 

Senator Anperson. You are not supposed to remember, you are 
supposed to bring your books and records, are you not?) What do they 
show ¢ 

Mr. Braver. They notified me about 4:30 one night, and I was 
supposed to get ready and get on the plane at 4: 30 in the morning. 

Senator AnpeRson. You would not have much chance to get ready 
under those circumstances, I grant you. Didn’t you have a chance to 
get any records at all ? 

Mr. Braver. I wasn’t told to bring any records along, except I 
was told to bring three file cases. 

Senator Anperson. Who knows about this overdelivery? Is it in 
your file case that you brought along? 

’ Mr. Beaver. No. These three cases were not county cases at all. 

Senator ANpDerson. These were other cases / 

Mr. Beaver. I mean Edmunds County cases at all, these are other 
cases. 

Senator ANperson. These are other than Edmunds County cases? 

Mr. Beaver. Yes. 

The Cuarrman. This has nothing to do with the O'Neill case? 

Mr. Beaver. No; nothing to do with the O'Neill case. 

The CHairman. All right. 

Mr. Correr. As far as you know in this case you called it to the 
committee’s attention in April and nothing was done until much 
later about it; is that right? 

Mr. Braver. I don’t believe so. 

Mr. Correr. That is all you can contribute on this case ? 

Mr. Beaver. Yes. 

Mr. Correr. We may recall you a little later on some other cases. 

Senator A1rken. May I ask a question of Mr. Beaver, Mr. Chair- 
man ‘ 

The Cuarrman. Yes. 

Senator Aiken. How many farmers in South Dakota have Com- 
modity loans at the present time? 

Mr. Beaver. How many farmers have Commodity loans? 

Senator ArkeN. Yes. About how many have Commodity loans 
how ‘ y 

Mr. Braver. I couldn't give you that figure, sir. 

Senator ANperson. How many farmers did not liquidate their 
1948 Commodity loans, loans on the 1948 crop, until 1951? Do you 
have any record of that? ; 

Mr. Beaver. We have a record. 

Senator Anperson. Many of them? 

Mr. Beaver. I can’t truthfully answer that. I would answer it if 
I could. 

Senator Anperson. Are there many farmers in the shape Mr. 
O'Neill was, who had his 1948 crop sealed, his 1949 crop sealed, his 
1950 crop sealed, and did not start paying until 1951? What were 
they going to do with all that, and how many of them were in that 
shape ¢ 

Mr. Beaver. I can’t—— 

Senator ANperson. Can anybody in the office tell us? Is there 
anybody that can ? 

Mr. Braver. There should be, yes. I am not responsible. 
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Senator Anperson. Whose job is it to look at that ? 

Mr. Beaver. It is not mine. 

Senator Anperson, I didn’t say it was. Whose is it? Who would 
know whether a man would take his 1948 crop and seal it, and then 
take his 1949 crop and seal it, and then take his 1950 crop and seal 
that? We are going to run out of storage space pretty soon, are 
we not é 

Mr. Braver. I imagine. 

It is the farmer field man’s job. 

Senator Anperson. The farmer field man ? 

Mr. Braver. Yes, sir. 

Senator Anperson. Well, I would doubt that. That is not what I 
remember the farmer field man to be at all. This is an auditing job. 

Mr. Beaver. Yes, sir—if we didn’t have this unofficial record in 
our office, we would have no knowledge whatsoever. 

Senator Anprerson. We are trying to find out those things on this 
committee. If it is unofficial 

The Cuarrman. Make it official. 

Senator ANpEeRsSON (continuing). Or some other kind of record; 
you had better get an official record. 

Senator Ellender, chairman of this committee, is a pretty substan- 
tial agriculturalist down in his State. He produces a good many 
potatoes. I bet vou he can tell you now whether he has got any 1948 
potatoes; and I bet you he can tell you whether he has got any 1949 
potatoes ; l bet you he can tell you whether he has got any 1950 
potatoes. And one day I found where he could tell me how many 
bushels to an acre he got on every one of those crops. 

I don’t expect Commodity Credit to have that. But if you are in 


the banking business—and that is all this is—you must start keeping 
track of debits and credits. 

The Cuarrman. Let me ask you this: Is there anybody, not in your 
division, but in your agency, who would have this information that is 


now being sought from you ¢ 

Mr. COrTrTeR. Would Mr. Burke. the next witness, be able to shed 
some light on that ? 

Mr. Beaver. I think he could. I think he is the man who should 
vive the over-all picture. 

Senator Arken. Could you tell us about what your losses have been, 
through failure or mability to collect on loans? 

Mr. Beaver. Losses? 

Senator A1ken. Where the loans come due and you can't collect 
either the money or have the grain delivered. 

Mr. Beaver. I think our debt list—that is what you are referring to / 

Senator Aiken. I expect that is what you call it. 

Mr. Beaver. That is where no collateral appeared, ves. 

Mr. Correr. Where there is no collateral available to pay? 

Mr. Braver. Available, that is right. I think it is approximately 
$140,000, 

Senator Anperson. What kind of a list ? 

Mr. Beaver. Debt list. 

The Cnatrman. For the whole State? 

Mr. Beaver. Yes. : 

Senator Arken. Has that been written off as uncollectable ? 


Mr. Beaver. No. 
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Senator Arken. That is what you are trying to collect at least 

part of ? 

Mr. Beaver. Yes. 

Senator Anperson. Let’s see here. Do I understand you to say that 
you have $140,000 of accounts where, when you came to collect them, 
the security had vanished, the collateral had vanished, and no pay- 
ment had been made 

Mr. Beaver. No, sir: not in all cases. 

Senator Anperson. Have you one case / 

Mr. Beaver. That the collateral has vanished ? 

Senator Anperson. That is right. 

Mr. Braver. Yes, we have. 

Senator ANperson. Have you two cases ? 

Mr. Braver. Yes. 

Senator Anperson. Have you 10 cases? 

Mr. Braver. I can’t give you the number, sir, because I don’t know. 

Senator AnpEerson. Who would? 

Mr. Beaver. There are considerable number. 

Senator Anperson. Who would know ? 

Mr. Beaver. I think perhaps the PMA Commodity boys can give 
rou that figure. 

Senator ANperson. You call that your debt list, this $140,000? 

Mr. Beaver. You were talking about shortages, or I suppose you 
are talking about 

Senator Anprrson. No, I am not talking about shortages, I am 
talking about people that sealed their 1948 crops, their 1949 crop, 
and their 1950 crop and still had it in June of 1951. 

Now if that was pretty general over the United States, the carry- 
over of grain would be simply terrific, would it not / So it is not gen- 
eral. When it is not general, you begin to ask who are these people 
who have done that, and out of that you said there was $140,000, as 
I understand it, where they had sealed grain at one time, and now 
the grain is not there. 

If not, what is this figure of $140,000 ? 

Mr. Beaver. That is the debts, approximately. 

Senator Anperson. Of what? 

Mr. Beaver. On various individual loans that have been made to 
farmers and the debts have occurred through any number of reasons. 

Mr. Correr. Failure to take crop insurance, or anything like that. 
Is that not right? 

Mr. Beaver. Crops 

Senator ANnperson. There is very little crop insurance in South 
Dakota, isn’t that right ? 

Mr. Correr. I understand there is a lot. 

Senator Anperson. A lot. Is that right? 

Mr. Beaver. You had better ask the crop insurance boys. 

The Cuarmman. What variety of loans would this cover, then, could 
you tell us? 

Mr. Beaver. I would say that the majority would probably be 
farm-stored loans. 

The CHarrman. The majority would be farm-stored loans? 

Mr. Beaver. Yes. 

The CHatrman. Was it because of a shortage of grain that it 
occurred ? 
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Mr. Beaver. Possibly. Not this total figure. 

The Cuamman. No; I understand. But you say possibly. I pre 
sume there were some. But would would the major portion of them 
be for—shortage of grain, or what ? 

Mr. Beaver. Could be errors made in the county office, sir, or error: 
at the time of measurement, and such things as that. 

Senator Armen. That would include spoilage ¢ 

Senator Anperson. Yes, it could be, but what was it? 

Senator Arken. In other words, he hasn’t got his books here and 
wasn’t told to bring his books. 

The CuHarrman. I am informed by Mr. Cotter that some witness 
who is here present can develop all of this picture for us. 

Senator Anperson. Will you tell us again what your title is in the 
office—head of Commodity loans? 

Mr. Braver. No. 

Senator Anperson. What? 

Mr. Beaver. Commodity loan audits. We have an audit section, 
sir. 

Senator Anperson. Wouldn’t the question of how many people were 
delinquent come under the subject of audits? If it doesn’t com 
there, where would it come ¢ 

Mr. Beaver. I think one of the State committee could probabl) 
answer that. I can’t. 

Senator Anperson. As far as the section of Commodity Audit is 
concerned, you are not interested in a man who makes a loan on his 
1948 crop and then makes a Joan on his 1949 crop and then makes 
a loan on his 1950 crop and does not pay any money to any one of 
them ? 

Mr. Braver. If it comes to our attention, sir, we do. 

Senator Anperson. You have no automatic way in which it comes 
to your attention ¢ 

Mr. Braver. No. 

Senator Anpverson. What I am trying to say—some of us have our 
own business experiences. I run a little business in which if a man 
becomes 45 days delinquent, it goes to one person; if he becomes 60 
days delinquent, it comes to me. 

Now, have you got any basis where these people who become de 
linquent get automatically referred to anybody ¢ 

The Cuarrman. That picture, Senator, will be developed by some 
one probably more familiar with it than is this witness. 

Senator Anperson. All right. Iam only interested in this because 
most of the farmers want this thing to run properly, and nearly all 
farmers take care of their obligations. 

Mr. Beaver. Senator, this may be what you want. The regulation 
is that within 10 days after deficiency has occurred in the count) 
offices, a CL-8 deficieney—— 

Senator Anperson. This doesn’t have anything to do with de 
ficiency, does it; this is like when the banker comes around to the bank 
and says, “I want to see your slow paper.” 

Mr. Beaver. We have no knowledge what the situation is in the 
county in the audit section of the State office. It could be that the 
guy can’t deliver for some reason or another, and no delivery notice 
has ever been sent out by the county office. If there has never been a 
delivery notice sent out by the county office, regardless of whether that 
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loan has gone past the regular maturity date, until that CL-8, CL-15 
is sent to the borrower by the county office, the loan is not due. And 
then 

Senator Anperson. Here is a man who didn’t make any attempt, 
apparently, to deliver his 1948 crop until an inspector came in and 
talked with him in August 1951. 

Mr. Beaver. Well 

Senator Anperson. And then he over-delivered. Somebody should 
have been on notice then that he wasn’t just taking the particular bins 
that had been sealed for 1948. I mean, it is an indication. It is like 
picking up a man’s head and arms and legs by a railroad track and 
thinking maybe the train hit him. 

That is the point I make on it, and there ought to be some auto- 
matic way to pick that up. That is all. 

If a fellow is paying 1948 in 1951, it would seem there ought to be 
some system. 

The CHarrMan. Senator, as I have stated a while ago, I think that 
will be developed by a witness who is here in the room. 

Senator Anprerson. All right. 

The Carman. Any further questions ¢ 

Senator Anprerson. No. 

The Cuarrman. Anything further? 

Mr. Correr. No. 

The CuarrmMan. Thank you very much, sir. 

I wish to announce that the committee will recess until 2 p. m. 

(Whereupon, at 12: 40 p. m., a recess was taken until 2 p. m.) 


AFTERNOON SESSION 


The Cuarrman. The committee will come to order. 

Is Mr. Burke present ? 

Mr. Burke. Yes. 

The Cuamman. Step forward, please, Mr. Burke. 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ¢ 


Mr. Burke. I do. 


TESTIMONY OF PHIL F. BURKE, VICE CHAIRMAN, STATE PMA 
COMMITTEE, HURON, S. DAK. 


Mr. Correr. Do you want to give your full name for the record, 
Mr. Burke? 

Mr. Burke. Phil F. Burke. 

Mr. Correr. And your address? 

Mr. Burke. Huron, S. Dak., 442 Southeast Iowa. 

Mr. Correr. And your employment ? 

Mr. Burke. I am now a member of the State PMA committee. 

Mr. Correr. Do you hold the position as vice chairman ? 

Mr. Burke. We are considered members. 

Mr. Correr. Is there a chairman and a vice chairman? 

Mr. Burke. There is a chairman and then we rank down by 

Mr. Correr. Are you vice chairman? 

Mr. Burke. I am acting chairman in the absence of the chairman. 

The CHarmman. How are those offices filled, is it by election ? 
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Mr. Burke. No; they are appointive. 

The Cuamman. By whom ¢ 

Mr. Burke. The Secretary of Agriculture. 

Mr. Correr. The county committee is elected and the State com 
mittee is by appointment ? 

Mr. Burke. That is right. 

Mr. Correr. Mr. Burke, when did the O'Neill case come to your 
attention ¢ 

Mr. Burke. Well, it was early in April, sometime, of 1951, when it 
was drawn to my attention. 

Mr. Correr. How did it come to your attention ? 

Mr. Burke. I don’t just recall whether Mr. Nelson—I rather think 
that Mr. Nelson, who was our chairman at that time, spoke to m« 
about it after some of the boys had called different records to his 
attention. I couldn't be sure on that, but I think probably he did 

Mr. Correr. What was the shortage at that time as reflected by your 
records ¢ 

Mr. Burke. I think it reflected his 1948 loans were of delinquent 
status in the amount of around 14,000, as has been pointed out 
before here this morning. 

Mr. Correr. Those loans because of resealing in ’49 would be due 
in “50? 

Mr. Burke. That is right. 

Mr. Correr. So they were about a year delinquent ? 

Mr. Burke. In effect they were. 

Mr. Correr. And no indication of delivery or payment of the loan? 

Mr. Burke. That is right. 

Mr. Correr. What was done, if anything, as the result of that con 
ing to your attention ¢ 

Mr. Burke. What action was taken by me or—— 

Mr. Correr. Or by the committee: ves. 

Mr. Burke. Well Mr. Nelson perhaps didn’t write the letter, but 
he asked that the letter be written out to the county to get the recon 
ciliation of the records out in the county, and it came back showing 
the status of these various loans. 

Mr. Correr. Did you write to O'Neill as county chairman ? 

Mr. Burke. County chairman; yes, sir. 

Mr. Correr. And he sent back a report? 

Mr. Burke. That is right. 

Mr. Correr. What did that reflect ? 

Mr. Burke. That reflected that the conditions was true—that there 
were many outstanding loans. 

Mr. Correr. Then what was done? 

Mr. Burke. On the 27th of April I personally went to Edmunds 
County. 

Mr. Correr. Did you go with anybody else? 

Mr. Burxe. Yes; Mr. Holton was with me. 

Mr. Correr. Did you talk to Mr. O'Neill or anybody at the county 
office ? 

Mr. Burke. Yes; I talked to Mr. O'Neill. 

Mr. Correr. What was the conversation ? 

Mr. Burxe. I brought to his attention the fact that he was de 
linquent on several] of his 1948 loans and asked him to make delivers 
on them immediately. 
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Senator Kem. What is the county seat of Edmunds County ¢ 

Mr. Burke. Ipswich. 

Senator Kem. What part of the State is that in? 

Mr. Burke. That is in the north central part of the State. It is 
west of Aberdeen. 

Senator Kem. Between Aberdeen and Mobridge? 

Mr. Burke. Between Aberdeen and Mobridge, around that area; 
yes. 

' Mr. Correr. Would it be unusual, Mr. Burke, that a farmer would 
be that delinquent in his 1948 loans? 

Mr. Burke. Well, I would say there are not too many of them. 

Mr. Correr. Did you make any attempt to inspect Mr. O’Neill’s bins 
on that visit or have them inspected ¢ 

Mr. Burke. No. I did not. Mr. O'Neill told me the erain was there 
and | had confidence in him. 

Mr. Correr. Did he give you some excuse for not having delivered 
them previously ? 

Mr. Burke. Yes. He spoke of earlier in the fall of 1950 he had 
intended to deliver and the press of work on the farm and so on 
interfered. Then during the winter he indicated that he was ready 
to deliver, and then he became sick and was confied in the hospital, 
if I remember right, for a week or so with a heart condition and so 
forth. 

Mr. Correr. Did you check the records of the Edmunds County 
office at that time ¢ 

Mr. Burke. I don’t believe I did. I just went over it with Mr. 
O'Neill and he said that the reports they had made were the reports 
of the status of the loans in the county, and I didn’t go into the files 
at all. 

Mr. Correr. This was in May? 

Mr. Burke. April, sir. 

Mr. Correr. April 27 ¢ 

Mr. Burke. That is right. 

Mr. Correr. Were you cognizant at that time that on April 30 
there would be $27,000 in additional loans coming due ? 

Mr. Burke. No; not particularly. The loans were not due. 

Mr. Correr. Did the reports you got earlier in April reflect cur- 
rent loans ? 

Mr. Burke. Just the “48 loans. The rest of them were all in a 
nondue status. 

Mr. Correr. And you didn’t concern yourself at that time whether 
there would be additional loans falling due as of April 30, 3 days 
after your visit? 

Mr. Burke. No; I don’t recall that I did. 

Mr. Correr. Was there any discussion at that time about delaying 
the sending of delivery orders on the loans that would mature in 
April 51? 

Mr. Burke. No; we were not in a position yet to talk of this much, 
if anything, but generally speaking we got into a discussion of that 
kind—how we are going to handle those deliveries after the loan 
period becomes due. 

Mr. Correr. Didn’t Mr. O'Neill indicate that they wanted to send 
their delivery orders out late because they were busy seeding at that 
time ¢ 
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Mr. Burke. Not at that time he didn’t. 

Mr. Correr. Was Mr. Artz present at that conversation ? 

Mr. Burke. No; he was not. 

Mr. Correr. Did Mr. Artz make any such request of you? 

Mr. Burke. For a later delivery ?¢ 

Mr. Correr. Yes. 

Mr. Burke. I don’t recall that he did. He may have. 

Mr. Correr. Did you ever have a request from anyone from that 
county to make late deliveries ? 

Mr. Burke. In 1951 we generally had more or less requests for as 
long a continuance of the delivery period as possible. It was sort of a 
general condition. I couldn’t recall whether any one individual asked 
me over the phone or in conversation. 

Mr. Correr. Would late July for sending out delivery orders be 
unusual ¢ 

Mr. Burxr. If I recall correctly, he asked the counties to get their 
delivery orders out so that the expiration of the delivery date would 
reflect not later than July 1. 

The Cuamman. What reason was given for that? 

Mr. Burke. Well, it was general weather conditions, and then, as 
you know, Senator, you have a boxcar situation right along about that 
time of the year. With us up north, the movement of boxcars is bad. 
The boxcars’ movement is farther south, and it takes them sometime 
to get back. 

You got your earlier harvest condition in the south and boxears are 
out of position for us during this month of June and part of July for 
very much of a movement of grain. 

The CHatrmMan. What would dry weather have to do with the move- 
ment of 1948 and 1949 grain crop that was on loan ? 

Mr. Burke. Well, the farmer is most concerned about keeping ar 
adequate supply of feed out there on his farm, if he needs it for feed 
or seed either one. 

The Cuairman. He wouldn’t need the crops he produced in “48, “49, 
and 50, for these purposes, would he? 

Mr. Burke. Probably not in its entirety, but he might have some. 
Just as an example, he might have wheat in 1940—might have been 
very good growing wheat, or things like that. I don’t know it has any 
reflection in this case, but there are many things that come up in con- 
nection with all farming operations that it might be desirous for the 
farmer to keep his grain as long as he possibly could. 

The Cuamman. Was it actually dry that year? 

Mr. Burxe. It was very dry. I recall the day I was in Edmunds 
County, the 27th of April, it was terribly windy and the people were 
very concerned up in that neck of the woods at that time. 

The Cuarrman. As I understand, as was testified here this morning, 
as a rule 60 days are allowed for delivery. 

Mr. Burke. That is right. 

The Cuamrman. And you say you extended that until when? 

Mr. Burke. Well, as I explained a moment ago, if my memory serves 
me right, and I think it does, we asked the county committees to get 
their delivery orders out so that the final delivery date would not 
reflect a date later than July 1. 

The Cuarrman. I see. So that would give May and June? 

Mr. Burxe. That is right. 
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The Cuarmman. Which would be the 60 days? 

Mr. Burke. That is right. 

The CHAIRMAN. In other words, your idea was to have them all 
out by the end of the 60 days? 

Mr. Burke. That is right. 

Mr. Correr. Mr. Burke, did you report back to your superior at 
that time ? 

Mr. Burke. Yes; I did. 

Mr. Correr. And your superior at that time was who? 

Mr. Burke. Mr. Nelson. 

Mr. Correr. Mr. Mark Nelson? 

Mr. Burke. Mr. Mark Nelson. 

Mr. Correr. And wsa there any immediate action taken by the 
State PMA oftice follow Ing that Y 

Mr. Burke. Not immediately; no. Mr. O'Neill told me he was 
going to deliver this grain as soon as he got the crop in. 

Mr. Correr. Did you watch the situation from then on? 

Mr. Burke. Well, I didn’t have occasion or opportunity to get back 
into the county again for quite sometime. I kept following the entire 
matter, all the conditions over the State, the field men, and any other 
personnel that might be going out of our office, going into various 
spots. 

Mr. Correr. Did you have a change of State chairman sometime 
shortly thereafter / 

Mr. Burke. We had a change of State chairman in the latter part 
of June. 

Mr. Correr. And Mr. Nelson was succeeded by Mr. Alfred Johnson ? 

Mr. Burke. That is right. 

Mr. Correr. When was the next occasion that one of your field men 
had an opportunity or took occasion to visit Edmunds County in 
this matter? 

Mr. Burke. Well .it was either real late in July or early in August 
that we asked the field men to go into Edmunds County as well as 
nto others. 

Mr. Correr. Who is the field man that went in there ? 

Mr. Burke. Mr. Fewing. 

Mr. C ITTER. Who has since deceased ? 

Mr. Burke. Mr. Fewing has died. We buried him on the 8th of 
March, I believe it was. 

Mr. Correr. What did he find out ? 

Mr. Burke. He came back and reported to us that he had checked 
around the county and that when he got to Mr. O’Neill’s situation, 
that Mr. O'Neill informed him that the grain was no longer there. 
That is what he reported to us. 

Mr. Corrrer. Did he also report a conversation with Mr. Artz? 

Mr. Burke. I don’t recall that he did. He probably did, but I just 
don’t remember it. 

Mr. Correr. What action was taken then? 

Mr. Burke. I believe it was on the 28th of August that Mr. Fewing 
told us about this matter. He was called in on occasion of a field 
men’s meeting, which we do have very nearly every month, and it 
is generally a 2-day deal. We go over everything we can possibly 
think of pertaining to the program. And then on August 31, I believe 
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the date was, Mr. Johnson, our present State chairman, went to 
Edmunds County on the deal. 

Mr. Correr. With Mr. Fewing? 

Mr. Burke. I believe Mr. Fewing was there. 

Mr. Correr. What was the shortage at this time? 

Mr. Burke. Well it run up around 20-some thousand dollars. 

Mr. Correr. 27,000? 

Mr. Burke. Somewhere around that. 

Mr. Correr. He made some deliveries between April and late 
August ? 

Mr. Burke. In the interim period; yes. 

Mr. Correr. That cut it down about 13,000 ¢ 

Mr. Burke. That is right. 

Mr. Correr. Or paid cash? 

Mr. Burke. That is right. 

Mr. Correr. Did Mr. Johnson indicate to you what action had been 
taken or what was going to be done about the thing ¢ 

Mr. Burxe. He came back and told me he had told Mr. O'Neill he 
would have to pay up right away and Mr. O'Neill indicated to him that 
he would make every attempt to raise the money. 

Mr. Correr. Did you subsequently hear from Mr. O'Neill? 

Mr. Burke. Yes, Mr. O'Neill came to our office the following week, 
fair week. 

Mr. Correr. September 6? 

Mr. Burke. Right around in there. I wouldn't be sure of the date. 

Mr. Correr. Did he have anybody with him? 

Mr. Burke. He had a man by the name of Mr. Swansen, and Mr. 
Peterson. 

Mr. Correr. Neighbors? 

Mr. Burke. Yes, neighbors and friends. 

Mr. Correr And a conference took place at that time ? 

Mr. Burke. \ conference took place at that time, yes. 

Mr. Correr. You were present there? 

Mr. Burke. I was present there most of the time. 

Mr. Correr. Mr. Johnson too? 

Mr. Burke. Yes. 

Mr. Correr. What was the substance of that discussion ? 

Mr. Burke. Well, they came in to see if maybe a little time could 
be given to raise this money; that, after all, right now is pretty fast 
and we should have, maybe, a little time, and those other two men 
said that they would help him, if necessary, raise the money. 

He did have, probably, some personal property out there that 
could be disposed of to good advantage and might even be necessary 
to have a complete sale. 

Mr. Correr. Did Mr. O'Neill indicate to you at that time that he 
had disposed of the collateral ? 

Mr. Burke. He indicated that the collateral was gone and he didn't 
have it any longer. 

Mr. Correr. Did he indicate to you he had sold part of it and used 
part of it? 

Mr. Burke. He indicated it had been sold and used. in both ways. 

Mr. Correr. Wasn't there specific discussion on that date with re- 
spect to an auction sale? 
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Mr. BURKE. | don't recall it was specific. There was some discus- 
sion in regards to disposing of some of the personal property. 

Mr. Correr. Didn't you people want to know how he was going to 
raise this money ‘ 

Mr. Burke. Yes. Well. that was how it was going to be raised. 

Mr. Correr. Didn't he tell you he would have a sale ¢ 

Mr. Burke. I can't recall exactly whether he said definitely he was 
going to have an auction sale or whether he was going to dispose of 
quite a bit of his personal property. 

Mr. Correr. Didn’t his neighbors assure you at that time that the 
proceeds of that sale would undoubtedly cover this 827.000? 

Mr. Burke. The proceeds of anything he sold would be used to 
cover this shortage. 

Mr. Correr. Didn't they indicate to you that the auction he was 
going to have would cover this? 

Mr. Bt RKE. Well, this auction deal—now | am not quite clear in 
my own mind on that. 

Mr. Correr. You people told him he had to raise the money, didn’t 
you! 

Mr. Burke. That is right: we told him he had to raise the money. 

Mr. Correr. And you must have discussed the means by which he 
was coing to do it. 

Mr. Burke. He was going to do it through sale of personal prop- 
erty and by borrowing, if possible. 

Mr. Correr. Weren't you people interested in what would happen 
to the proceeds of the sale of the personal property / 

Mr. Burke. Yes. 

Mr. Correr. And wasn't that discussed ? 

Mr. Burke. Not right at that time, I don’t believe. It was later. 

Mr. Correr. There wasn’t any preliminary discussion with respect 
to it? 

Mr. Bure. I don't believe there was at that time. 

Mr. Correr. Didn't your office take some further action that very 
same day by way of a telephone call to the Minneapolis regional office ? 

Mr. Burke. Yes, I guess that was the dav we called the regional 
office. 

Mr. Correr. Who called there ? 

Mr. Burx«e. Mr. Johnson called. 

Mr. Correr. Did he discuss the matter with Mr. Cole ? 

Mr. Burke. I don’t know who Mr. Johnson had on the line. I 
think he talked to Mr. Larson. 

Mr. CorTrrer. As a result of the conversation did Mr. Larson come 
down there shortly after that? 

Mr. Burke. Mr. Larson came to our office on the 10th of September. 

Mr. Correr. Four days later? 

Mr. Bure. That is right. 

Mr. Correr. Did you and Mr. Larson make a trip out to Ipswich ? 

Mr. Burke. We went to Ipswich on the afternoon of the 10th of 
September. 
. Mr. Correr. And did you have any discussion with Mr. O'Neill on 
that occasion / 


Mr. By RKE. Yes. That was the time when we really got into the 
discussion of the sale. The sale bills were printed then, and that is 
when we really got into discussion of the sale— what it would bring. 
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Mr. Correr. On the 10th, prior to your and Mr. Larson’s leaving 
for Ipswich, was there a telephone call made to the United States 
Attorney ¢ 

Mr. Burke. Mr. Johnson made a call to the United States attorney, 
yes. 
* Mr. Correr. Were you present when that call was made? 

Mr. Burxe. I wasn’t on the call, no. 

Mr. Correr. Was there any discussion with respect to the tying up 
of the proceeds of Mr. O’Neill’s sale? 

Mr. Bure. The nature of the call—not in the call. The nature 
of the call was when we got up there, if it would be necessary to tix 
up proceeds of the sale, we wanted to know whether Mr. Flynn would 
be available to give us assistance. 

Mr. Correr. When you got up there did you have further consu! 
tations with O'Neill and his neighbors? 

Mr. Burke. Yes, we talked to Mr. O'Neill and Mr. Peterson and 
Mr. Biegler. 

Mr. Correr. Who is Mr. Biegler? 

Mr. Burke. A man that runs a garage in Ipswich. 

Mr. Correr. Is he a former AAA chairman of that county ? 

Mr. Burke. He was back several years ago; yes. 

Mr. Correr. Did you have further discussion with respect to tying 
up the proceeds of the sale? 

Mr. Sous. We talked about that a little, and Mr. O'Neill assured 


us that every cent outside of this 6,000, or whatever it was, the matte: 
of the mortgages on the stuff he was going to sell, would be turned 
over to pay off those loans; and if there was a balance the sale didn’t 


cover, the money would be raised by borrowing it. Then, of course, 
there were some of these warehouse stored loans that were being ap- 
plied on it. 

Mr. Correr. You decided not to tie up the proceeds? 

Mr. Burke. We decided not to tie up the sale. We thought it would 
hurt the sale if we tied it up, and we were satisfied the money would 
be forthcoming. 

Mr. Correr. Did you go back to Huron on that day ¢ 

Mr. Burke. We went back the next morning. 

Mr. Correr. Did he have the sale 2 or 3 days later ? 

Mr. Burke. I believe the sale was on the 14th of September. 

Mr. Correr. And did he come in with the proceeds or most of them 
subsequently ¢ 

Mr. Burke. He came in with the proceeds of the sale. I think the 
records will show he came in on the 19th of September. 

Mr. Correr. Were you present at any conference when he came in? 

Mr. Burke. Yes, I was there when he came in. 

Mr. Correr. Did you hear any discussion between him and Mr. 
Johnson about his continuing in office ? 

Mr. Burke. Just before Mr. O'Neill left, as I remember, he turned 
to Mr. Johnson and said, “Now that my obligations are paid, is it all 
right for me to go back and finish out my term?” And Mr. Johnson 
and I conferred very briefly, and we decided he could fimish out his 
term. 

The Cuarrman. How much more of his term was there remaining? 

Mr. Burke. Not very long. You see, the election this year was on 
the 17th of November. It was just a little over a month left. 
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The Cuamman. Did he perform any duties thereafter ? 

Mr. Burke. Yes, he performed as a regular committeeman, After 
all, he was elected by his farmers out there. 

The Cruarman. What action could you have taken against him 
because of defalcations / 

Mr. Burke. As county committeeman ? 

The Cnarrman. Yes. 

Mr. Burke. I don’t know. I suppose we could have asked him to 
not go back in and serve any more. 

The Cuatrrman. Why didn’t you? 

Mr. Burke. Well, we felt that he had paid off his obligations, and 
the fact that he was elected by the farmers of that community and 
had been elected for several years, sO we thought we should let him 
continue to serve out his term. 

Senator Youne. Would you think that it would be proper pro- 
cedure to leave a cashier in a bank after he was short of funds just 
because he repaid them?’ Do you think it would be proper to leave 
him in there as cashier ? 

Mr. Burke. Well, I suppose that would be up to the judgment of the 
person running the bank. 

Senator Youn«G. Personaily, I think it was very poor procedure. 
If a general practice of that kind were adopted by PMA all over the 
United States, it would certainly be most injurious. 

Mr. Burke. Well, if our judgment was wrong, we certainly appre- 
ciate any constructive criticism. 

Senator Munpr. When did you decide to turn the matter over to 
the United States district attorney ¢ We were told this morning it 
is now before the grand jury. 

Mr. Burke. Mr. Dunham, the State attorney general, went in and 
started investigation of the county this winter some time. We didn’t 
know when he started it. We didn’t know he was even making an 
investigation, only by way of rumor. And he asked that the case be 
reviewed. We then turned the files over to the United States district 
attorney. 

The Cuatrman. The man you are talking about now who just 
started prosecution / 

Mr. Burke. No, Mr. Flynn, the United States district attorney. 

The Cuatrman. Did he know of it before ? 

Mr. Burke. No, I don’t think he did. 

The Cuatrman. You didn’t think it proper to report this to the 
district attorney or to some prosecuting attorney ? 

Mr. Burke. No, we felt that we were following procedure on the 
thing. 

The Cuamrrman. What do you mean by following procedure? Did 
you have cases of a similar nature before ? 

Mr. Burke. Yes. We do have those types of cases all along, not 
too many of them, I don’t suppose; but we do have cases of that nature. 

Senator Youne. Pardon me a minute, Mr. Chairman? 

The CHatrman. Yes. 

Senator Youne. With PMA officials themselves. 

Mr. Burke. No. 

Senator Youne. There is a difference between a PMA official and a 
borrower, is there not ? 
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Mr. Burke. Well, in a loan status, I don’t know there is. There 
is a point there, I presume. 

The Cuarman. Did you approve of this so-called gentlemen’ 
agreement that existed between the three county committeemen wher 
by they would make loans without the necessity of an inspection at al] / 

Mr. Burke. No. Frankly, that isn’t common procedure in the 
State of South Dakota. 

The Cuarman. Did you know of the existence of it? 

Mr. Burke. I didn’t know of that. 

The Cuarrman. When did you learn of it? 

Mr. Burke. I suppose it was along about the end of this case, when 
this whole case was about wound up. 

The Cuatrreman. In other words, it was after Mr. O’Neill was 
caught up with; is that right? 

Mr. Burke. Yes. 

The Cuamman. You don’t approve such a procedure, do you? 

Mr. Burke. No; that is not regular procedure. 

The Cuarmman. I assume that upon reflection, if you had to do it 
over again you might not have permitted Mr. O'Neill to continue 
his capacity as county committeeman, would you? 

Mr. Burke. Well, that, of course, is an opinion that—I don’t know, 
Senator. 

The Cuamman. You don’t think it is a good practice, do you? 

Mr. Burke. No; I don't. 

The Cuarman. Any further questions, Mr. Cotter? 

Mr. Correr. Is there a procedure where there is a shortage of this 
type and there is no delivery and there is no payment, that a partic 
lar form is filled out and sent to the State office ? 

Mr. Burke. Yes. 

Mr. Correr. Or to the solicitor? 

Mr. Burke. Yes. 

Mr. Correr. What is that form? 

Mr. Burke. Form 8 you are talking about? 

Mr. Correr. CL-S. 

Mr. Burke. I think it is CL-8. 

Mr. Correr. What does that purport to show and what is that used 
for? 

Mr. Burke. That Form 8 is to be used to report any irregularities 
in connection with the given case, and it also carries the recommenda 
tion of the county committee as to what action they think should be 
taken. ‘That comes from the county committee. 

Mr. Correr. Did you check when it came to your attention in Api 
or any time later in 1951 to see if a CL-S8 had been filed in this case ? 

Mr. Burke. No. Well, we knew there was no CL-8 filed because 
we didn’t have any in our—of course, you understand that generally 
speaking when a CL-8 is filled out, in the event they are, the collatera] 
has been disposed of or there is some trouble in collection. 

Mr. Correr. Well, the collateral had been disposed of in this case 
and there was some trouble in collection. 

Mr. Burke. Apparently not, because he delivered most of his “48 
grain. 

_ Mr. Correr. But you also were on notice he didn’t have any grail 
in his bins. 
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Mr. Burke. Not at that time, sir. 

Mr. Correr. I see. 

Mr. Burke. Not in April. 

Mr. Corrrr. I say at any time during the spring and summer of 
1951. 

Mr. Burke. There weren’t 

Mr. Correr. Under regular procedure should not a CL-8 come up 
to your office and then go to the solicitor, and perhaps the informa- 
tion, in turn, go on to the United States attorney ¢ 

Mr. Burke. It isa regular procedure if there is anything wrong out 
there with the loan a CL-8 is supposed to be presented to the State 
committee and tlien—10 days after the county committee attempts 
to make settlement of the loan, if they can’t do that within 10 days. 
then they are supposed to send this CL-8 in. We, in turn, then are 
supposed to try to effect collection. We are supposed to do that in 
a period of about 20 days’ time. 

Mr. Correr. Of course, this case is just being used as an example, 
Mr. Burke, but if you would take no action in this case or refer it to 
the solicitor or to the United States attorney for ap propriate review 
or action, then apparently you wouldn't take any action in a similar 





case. 

Mr. Burke. Well, this case, although we didn’t receive a CL-—S on 
it, we did from the time the discrepancy came to our attention, the 
knowledge that the grain was gone, we did effect a settlement actually 
within that 20-day period of time even though we didn’t have a CL-8 
in our hands. 

Mr. Correr. Well, the 1948 loans were due on April 30, 1950? 

Mr. Burke. Yes: that is true. 

Mr. Correr. And that was $13,500? 

Mr. Burke. That is true. 

Mr. Correr. They were not delivered and paid for until August 
of 1951. 

Mr. Burke. That is true. 

Mr. Correr. And then your 1949 and 1950 loans which were due 
April 30, 1951, you were put on notice that the man had no grain, 
he had to have an auction, and there wasn’t payment by cash until 
September 26, 1951. Now that is more than 20 days, isn’t it, in 
both cases? 

Mr. Burke. The point I was getting at—after our fieldman re- 
ported back to us that Mr. O’Neill had told him that the grain was 
no longer there, then we actually effected settlement, complete settle- 
ment of the entire case within that 20-day period. 

Mr. Correr. But your call to the United States attorney was con- 
fined merely to your concern with respect to possible tying up the 
proceeds civilly / 

Mr. Burke. That is right. 

Mr. Correr. And then you permitted the man to go back to work ? 

Mr. Burke. That is right. 

Phe Cuarmman. Was any effort at all made at any time before the 
action that was recently taken to prosecute Mr. O” Neill? 

Mr. Burke. No, sir. 

The CHarrman. Didn’t you deem it necessary to do that ? 

Mr. Burxr. Well—— 
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The Cuarrman. Do you think that because a man paid his loan 
should not have been prosecuted ¢ 

Mr. Burxe. Well, we felt he had paid his loan, and then, too, 
have a procedure in our State—I don’t know how widespread it i: 
but once we have trouble with a man we no longer permit him to get 
farm-stored loans. That is a safeguard we take. 

The CuarrMan. Would that apply to Mr. O'Neill? 

Mr. Burke. That is applying to Mr. O'Neill right now. 

Mr. Correr. Didn't Mr. O'Neill get a warehouse ‘oan? 

Mr. Burke. He got a w arehouse-stored loan. 

The Cuatrman. It didn’t apply to warehouse loans, you mean farm 
stored ¢ 

Mr. Burke. Farm-stored loans. 

Mr. Correr. Is that part of your procedure, or do you permit a ma: 
where wou know he has converted the grain, to pay up by a new loan 
which he may redeem within a year? 

Mr. Burke. That is right. 

Mr. Correr. He can make a profit on that grain, can’t he? 

Mr. Burxe. It is possible he could, yes. 

Mr. Correr. What do you think of that? 

Mr. Burxe. Well, here we are required to give price support to 
producers under our commodity loan program, but we don’t have 
to give price support on the farm, but if they get grain in the elevator 
we are required to give price support. But at the same time, if he owes 
us anything, we don’t have to disburse that loan to him, we can apply 
it on to the indebtedness. 

Mr. Correr. I am just exploring this and I am just inquirn 
Would there be any purpose served by having a blackball list’ If 
you have a known converter, should be have the same advantages a: 
the farmers who were honest about this and had delivered the grain ‘ 

Mr. Burke. He can’t get a loan on his farm. 

Mr. Correr. He can't get a farm-stored loan, but he can still borrow 
on his grain. 

Mr. Burke. Provided he can get it into the elevator. That is the 
catch, 

Mr. Correr. Is that any great difficulty ? 

Mr. Burke. That is a difficult proposition. 

Mr. Correr. You think that is punishment for a known converte! 
to keep him from putting his grain in an elevator ‘ 

Mr. Burke. It is going to make it most difficult to get a loan. 

Mr. Correr. That is all the action you took in this case ¢ 

Mr. Burke. That is right. 

Senator Munpr. Did I understand you to say there had been sé 
eral similar cases out in South Dakota ¢ 

Mr. Burke. Well, carrying on as large a program as we carry out 
there, Senator Mundt—you are well aware we have since 1937 $30) 
million worth of loans out there, and as of today we only have $170,000 
outstanding. I think most of that is recoverable. 

Senator Munpr. When you said similar cases, did you mean other 
instances in other counties where the PMA officials through this 
gentlemen's agreement agreed not to look into each other’s bins and 
there have been shortage / 

Mr. Burke. No. What I meant was over-all conditions. We + 
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are not large. Maybe some of them are only a matter of a few bushels, 
and some of them run up probably to a few thousand bushels. 

But we attempt to collect them, we try to collect them, and if we 
cannot collect them by going through the regular procedures, then 
we refer them to the Commodity office for legal action that is deemed 
necessary to make the collection. 

The Cuarmmnay. Is that civil only? How about criminal? 

Mr. Burke. Well, that decision is made—we simply recommend— 
the county committee and the State committee simply recommend 
legal action or not legal action. 

The Cuarrman. It strikes me that if you would make a few ex- 
amples out there it might serve a healthy pea. 

Mr. Burke. I think there has been. There have been some of them 
collected in that way. 

Senator Munpr. This is the only criminal action ¢ 

Mr. Burke. Sir? 

Senator Munpr. This is the only criminal action that has been 
taken against anyone / 

Mr. Burke. No; there have been other criminal actions. I couldn’t 
cite you any cases. 

The Cuarmman. In South Dakota? 

Mr. Burke. Yes. 

Mr. Correr. Are there cases that you referred to the United States 
attorney for civil actions that he made criminal actions out of ? 

Mr. Burke. | am not familiar with the various phases of the action. 

Mr. Correr. Your principal interest is getting the money ? 

Mr. Burke. That is right. 

Mr. Correr. And if you get the money you rarely, if ever, refer the 
matter for criminal action ¢ 

Mr. Burke. If we can make settlement without going into court, 
why, we doit. I think I do it in my own business. 

The CuatrmMan. As those settlements made at any loss to the 
Government ¢ 

Mr. Burke. No; they are not, sir. They are paid in full. 

The Cuairman. In any settlements you make you are supposed to 
obtain the full amount due the Government ? 

Mr. Burke. The full amount plus interest. 

The Cuarrman. Plus interest / 

Mr. Burke. Yes. 

The CuHarrmman. Did the prosecuting attorney, or the attorney gen- 
eral of South Dakota, have any difficulty in obtaining from any offices 
in South Dakota, that had to do with this case, any documents to prove 
up his case or get ready for its presentation to the grand jury? 

Mr. Burke. No, apparently not. He went into the county office. 
That is what you want me to tell, isn’t it, what I know about the case ? 

The Cuarrman. I don’t know. I am seeking information. 

Mr. Burke. Well, he went to our county office, as I understand it 
now, asked the county committee, a member of the county committee 
for the files. The county committeeman said he wasn’t sure but he 
thought he talked to the State attorney that noon, and the State 
attorney apparently told him he might as well give it to him as they 
will take them anyway. So he got the files, went through the files, any 
files he wanted to go through, apparently. 
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The Cuatrrman. How did the attorney general or the county attor- 
ney come to take hold of this case? Did you present it to them? 

Mr. Burke. I don’t know for sure about that. 

The Cuamman. I understood that the Rams ne general of South 
Dakota had written some Senators here. I didn’t get any letter from 
him, but I so understood. 

Senator Munpr. Senator Aiken got a letter. 

The Cuarrman, I think Senator Aiken got a letter, yes. 

Senator Munor. As I recall, it did not involve the records in the 
county office, it involved the record either in the State office or the 
office of the United States district attorney. I am not sure which. 

Did the attorney general come to the State office for the records? 

Mr. Burke. Mr. Dunham was never in the State office, never asked 
for the records. 

Senator Munpr. As I understood you to say earlier, by the time 
he got himself interested in or shortly pHa. you sent the State 
files to the Attorney Flynn; is that right ? 

Mr. Burxe. That was after the story broke. 

Senator Munpr. It was after the story broke? 

Mr. Burke. Yes. That was the first actual knowledge we had of 
the case outside of a rumor here and there. 

Senator Munpr. About what date did you send your records to 
Mr. Flynn? 

Mr. Burge. I think it was on the—I would have to think a minute— 
we had our State PMA meeting on the 14th and 15th of February, I 
believe. That is when the story broke, on the first day of our State 
PMA meeting. 

The Cuarrman. What do you mean by that? 

Senator Munpr. I thought it broke in August. I thought you 
knew about it in August. 

Mr. Burke. I am talking about Mr. Dunham’s story. That is what 
you had reference to, was it not, Senator ? 

Senator Munpr. What I had reference to, as the chairman said, 
Mr. Aiken had received a letter about the difficulty of getting the 
records, and I was trying to find out whether that diffic ulty took place 
in your office, in the county office or in Mr. Flynn’s office. As I under- 
stand your testimony, he never did come to Huron office seeking any 
records. 

Mr. Burxe. That is right. 

Senator Munpr. So it is not in your office. 

Mr. Burxe. Not to my knowledge. 

Senator Munvr. You said he got the records from the county 
office ¢ 

Mr. Burxe. That is right. 

Senator Munopr. So if they had any difficulty with the records, it 
must have been with Attorney Flynn’s office? 

Mr. Burke. Mr. Flynn did not have te records until sometime the 
week following our State convention. I said it was on the 14th and 
15th of this last February, last month. 

Senator Munpr. I am sure Mr. Aiken’s letter came in a long time 
before that, because he called me down and I read it before February. 

The Cuarrman. In any event, it has been this year that the attempt 
was mace to delve into this case, has it not ? 

Mr. Burke. That is right. 
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The CuarrmMan. No action was taken prior to that time? 

Mr. Burke. That is right. 

The CHatrman. And it is probably because of this investigation 
that the thing came to light ? 

Mr. Burxe. That is right. 

The Carman. Well, do you know of any bad blood politically or 
otherwise existing between PMA officials and the attorney general 
of South Dakota that m: Ly have prompted some of this ? 

Mr. Burke. Well 

The Cuamman,. Do you know anything about it? 

Mr. Burke. I suppose possibly we are of different political faiths. 

The Cuatrman. Any further questions? 

Senator Youne. I would like to ask one more question. 

The Cuarrman. Senator Young. 

Senator Youne. Have you sustained any losses as a result of grain 
stored in public warehouses in South Dakota? 

Mr. Burke. Losses? 

Senator Youne. Yes. 

Mr. Burke. No. We had a few of those flax cases, I mean, Finan- 
cially they are settled. 

Senator Younc. The Government hasn’t lost any money as a 
result of storing grain in public warehouses ? 

Mr. Burke. That is right. 

Senator Younc. You have a good State warehouse law there ? 

Mr. Burke. We have a good State warehouse law. You are from 
North Dakota, Senator Young? 

Senator Youne. That is right. 

Mr. Burke. I think we have a State law comparable to yours. I am 
not sure. 

The Cuarrman. Of this $170,000 which you say is still outstanding, 
you have reasons to believe that all of it will be pe aid? 

Mr. Burke. I wouldn’t say, Senator, all of it will be paid, but if 
I were to make a prediction today, I would say we will get 75 percent 
of that eventually. 

The CHarrmMan. Can you give us an idea of what that represents? 
How did the Commodity Credit get in arrears to that extent? What 
was the occasion of it? 

Mr. Burke. Well, there were some cases that were—one particular 
case in Edmunds County alone represents $2,100, where this par- 
ticular person absconded with the collateral and then gave a bad 
check for it and skipped the country. 

The CHarmMan. Just a crook? 

Mr. Burke. Just a crook; yes. 

Senator Munpr. In this same county ? 

Mr. Burke. Yes, That is the only outstanding loan there is in 
that particular county. That is all there is. 

The Cuarrman. Are any of these losses traceable to negligence on 
the part of any of the agriculture officials in the State, either at the 
county level or the State level ¢ 

Mr. Burke. I wouldn’t know just howto answer that. To say 
absolutely not negligent, I don’t suppose that would be quite right. 
I suppose it is a result of as careful supervision as the county could 
give. And there have probably been times when help has been h: ird to 
get. It has been hard to get these grain bin supervisors. Perhaps 
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their budget was such that they were pretty close for money and 
so on and so forth. But, generally speaking, no, I think we are 
kind of a little bit proud of our county committees. 

The Cuarman. Would you say that the losses sustained could be 
expected in almost any business because of such conditions as you 
mention there? It happens in banks, of course, bank loans. 

Mr. Burke. With that volume of business it would be a miracle if 
there weren’t some losses; yes. 

The Cuarrman. But it is your considered judgment that it was 
not due to the management by the various county committees or the 
State representatives of PMA? 

Mr. Burke. No. 

The CuHarrman. You think as a whole they did a good job? 

Mr. Burke. That is right. 

The CuarrmMan. Now it was mentioned this morning that there were 
some changes made, I think, in 1951, after this matter came to light 
wherein it became known that there was some kind of gentleman’s 
agreement with respect to the lack of inspection on the part of the 
loans made to the officials. Was any change made to prevent a recur- 
rence of such a situation? 

Mr. Burke. No. The instructions for doing all of these types of 
things are contained in our Commodity Credit Loan and Purchase 
Handbook. 

The Cuarrman. And this was a violation of those instructions? 

Mr. Burke. It was, in effect. 

The Cuamman. By those three men? 

Mr. Burk. Yes. 

The Cuarrman. Did you find such a condition in any other county? 

Mr. Burxe. I am not aware of any other. 

The Cuatrman. So far as you know, it is the only instance? 

Mr. Burke. As far as I know. 

Senator Munpr. As I understand, just two of the three commit- 
teemen at Ipswich were involved—Mr. Artz and Mr. O'Neill. The 
third man was not involved in this gentlemen’s agreement or any 
shortages was he? 

Mr. Burke. I don’t know about that. 

Senator Munpr. Mr. Ulmer? 

Mr. Burke. I don’t know. 

Senator Munpr. To your knowledge there is no defalcation on 
his part? 

Mr. Burke. He had loans and they have all been paid and delivered. 

The Cnatrman. Well, so have the loans of Mr. Artz. 

Mr. Burke. Yes. 

Mr. Correr. And so have the loans of Mr. O'Neill. 

Mr. Burke. Yes. 

The Cuatrman. Any further questions? 

Senator Youna. I have one more question, please. 

The CHatrman. Certainly. 

Senator Youne. How many loans did you make last year? 

Mr. Burke. In 1951? 

Senator Youna. Yes, in South Dakota? 

Mr. Bure. Senator Young, I couldn’t give you the number. I 
can give you dollars. 
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Senator Young. It is not too important. I was just interested in 
how many loans were made. 

Mr. Burke. I would say this: In 1951—I was checking with the 
boys at noon, and they made better than a thousand loans in Edmunds 
County alone in 1951. 

I would say that—let’s see we have about sixty-some counties—sixty- 
four associations in South Dakota, every county in the State with 
the exception of the southeast corner down there, Senator Mundt. 
Did you know the oats crop was short, not too good, and we would 
have in excess of a thousand loans in one year. 

Senator Youne. More than 50,000 loans, then / 

Mr. Burke. Oh, yes. I suppose there would probably be, well, 
right around fifty, sixty, or sixty-five thousand loans. 

The Cuairman. Thank you very much, Mr. Burke. 

Mr. Burke. Thank you. 

The CuarrmMan. Mr. Johnson. Do you solemnly swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Jounson. I do. 

The Cuarrman. All right, Mr. Cotter. 


TESTIMONY OF ALFRED L. JOHNSON, CHAIRMAN, STATE PMA 
COMMITTEE, HURON, S. DAK. 


Mr. Correr. Do you want to give your full name for the record, 
Mr. Johnson ¢ 

Mr. Jounson. Alfred L. Johnson, Huron, S. Dak. 

Mr. Correr. And you are the chairman of the State PMA com- 
mittee ¢ 

Mr. Jounson. That is right. 

Mr. Correr. And how long have you held that position ? 

Mr. Jounson. June 23. 

The CHarrMan. What vear? 

Mr. Jonwson, 1951. 

Mr. Correr. Very generally and quickly, what are the general 
functions of your oflice ¢ 

Mr. Jounson. As State chairman with the other two members of 
the State committee, I have charge of all the loans, all ACP’s, crop 
nsurance, and allocations of tractors, and what goes with PMA. It 
s quite a lot. If you want me to go through all of it, I will have to 
stay here for a couple of hours, I guess. 

Mr. Correr. But you are not under the regional Commodity office, 
vour authority stems out directly from the Department of Agricul- 
el 

Mr. Jounson. That is right. 

Mr. Correr. From the Secretary’s office ? 

Mr. Jounson. We work with the Commodity office. 

Mr. Correr. You cooperate? 

Mr. Jounson. Cooperate. 

Mr. Correr. But you are under no supervision ¢ 

Mr. Jounson. That is right. 

Mr. Correr. When did this O'Neill matter first come to your atten- 
tion. Mr. Johnson ? 
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Mr. Jounson. Well, when I took over in office some time in July 
we had district conferences, and I don’t know if the field man or 
somebody came to me, or one of our boys says, “There is a lot of out 
standing loans, especially in Edmunds County.” And they showed 
me the list. 

Mr. Correr. Actually half of the outstanding loans were in the 
names of Mr. O'Neill and Mr. Artz, were they not ‘ 

Mr. Jounson. That was in that county. 

So when I saw Mr. O’Neill’s name on there and Ted Artz, I said, 
“What has been done about it ?” 

I interviewed some of the boys to see what the past had been, and 
they told me about being out there and seeing those fellows several 
times before, and they said they were going to deliver. 

So I grabbed the telephone and got Harold Fewing on the phone, 
who was our field man at that time, and told him to get into that 
county and clean that deal up. 

Mr. Correr. When did you do this? 

Mr. Jounson. The latter part of July or the last part of July, some 
date in there. 

Mr. Correr. He went out there? 

Mr. Jonnson. He went out there and told the boys that they will 
have to get this all cleaned up. 

The Cuatrrman. What boys are you talking about? 

Mr. Jounson. Ted Artz and Alfred O'Neill, and there were several 
others in that county at that time. 

The Cuatmman. And did they do that? 

Mr. Jounson. No. About 2 weeks later, I called someone into my 
office and wanted to know if Edmunds County had been cleaned up. 
And I got a hold of Fewing again and told him, “By God, he had to 
get out there and collect all those loans and see what was going on.” 

Mr. Correr. Did he ever report back to you after the visit as to 
the situation ¢ 

Mr. Jounson. I don’t know if he reported back to me or reported 
back to someone else. I was out on some other conferences and ‘he 
didn’t report back tome. I didn’t get a hold of him. 

Mr. Correr. Did you get information as to the results of his inter- 
views ¢ 

Mr. Jounson. Not until I talked to him at that time. I wanted to 
know if they got it out and checked and all delivered, and he said he 
hadn't had time to do them all, that he had 10 counties to cover. Then 
he came in. We had a meeting of the field men and he reviewed it 
again with us and told us about being out to Alfred O'Neill's farm 
and checking with him, that the grain was gone. 

Mr. Correr. Didn't he tell you that O'Neill told him there was no 
need to come out to his farm, that the bins were dry ? 

Mr. Jounson. That is right. So then I got in my car on the 3lst 
of August and drove out there myself. 

Mr. Correr. And you talked to O'Neill? 

Mr. Jounson. I talked to Alfred O'Neill. 

Mr. Correr. What did you tell him? 

Mr. Jonnson. I told him—one of our fieldmen and Ted Artz came 
in a little later that afternoon—“O’Neill, I want to know what in the 
world you did with that grain.” 

He told me he had fed part of it, seeded part of it. 
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I said, “By God, you are going to get all the fellows you sold that 
grain to, and we are going out and make those fellows pay for it.” 
He said, “Don’t doit. I will pay you back. I will raise this money” 

I said, “By God, you had better be quick.” 

Mr. Correr. How long did you give him ? 

Mr. Jounson. Not very long. I told him within a week. 

Mr. Correr. Did he come up to see you in the State office within a 
week / 

Mr. Jounson. In about a week. You see, I was there on the 31st, 
and on the 6th he came in with Alfred Peterson and Swanson and Ted 
Artz and Alfred O'Neill. 

Mr. Correr. Was Ted Artz there on that occasion ? 

Mr. Jounson. I think he was along. 

Mr. Correr. Never mind. 

Mr. Jounson. I forget. I think he was along. 

Mr. Correr. What was the conversation ? 

Mr. Jounson. The conversation was this, and I had the other two 
members of the State committee in there, and they said: “You will 
have to give this fellow a little more time. He will pay you. He is 
honest, and he will raise this money.” 

Mr. Correr. Didn't they tell you he was going to have an auction 
sale ¢ 

Mr. Jounson. They talked about how to dispose of it, and—— 

Mr. Correr. Didn't you tell them they would have to have an 
auction sale? 

Mr. Jounson. No; I didn’t tell them they would have to have an 
auction sale. I told him he would have to have the money. 

Mr. Correr. And you didn’t care how he got it ? 

Mr. JOHNSON. | didn't care how he cl it. I didn’t want him to 
rob a bank, of course. 

Mr. Correr. But you knew he had to get it somewhere. Didn't you 
ask him where ? 

Mr. Jounson. He had a lot of property—Swanson, Peterson, O'Neill 
had these farms a long time. I knew it took money to run these farms. 
[ knew they could raise the money. 

Mr. Correr. You didn’t discuss this auction sale? 

Mr. Jounson. They were either going to have a private sale or an 
suction sale. They were going to talk it over on the way home. I 
think it was on the wavy home they decided to have a sale. 

Mr. Correr. Could Peterson and Swanson have assured you that 
the proceeds of the sale would cover the defalcations if they talked 
t over on the way home in the car / 

Mr. JOHNSON. They assured me ot this: They thought he would 
have enough property when they sold this property and the crop they 
had that he would have plenty of money to pay us back the loan. 

Mr. Correr. What did you do as soon as they went out of the office ? 

Mr. Jounson. I called Jim Cole, the Commodity Credit office. 

Mr. Correr. He is director of the Commodity office in Minneapolis? 

Mr. Jounson. That is right. 

Mr. Correr. Did you request a man be sent down ? 

Mr. Jounson. I told Mr. Cole we had a county committeeman that 
owed us a lot of money, and I said, “It looks hke we might need some 


egal help.” 





606 STORAGE AND PROCESSING ACTIVITIES OF CCC 


I said, “Now, if they are going to have an auction sale or going to se!! 
it privately, or however they are going to do,” what we were scared 
of was that some oil company or some implement company would beat 
us to the draw. So I said we had better have an attorney here to 
know what to do next. 

So Jim said, “On the 10th we will have Ed Larsen or Charley 
Johnson, or somebody out there.” 

So Mr. Larsen came there on the 10th, and we sat down and re 
viewed with him what the next best step was to do. 

So Phil Burke and Mr. Larsen go out to see how it is coming along, 
and there is where they had the sales bills out—what to do if they had 
to tie it up. 

Mr. Correr. When Larsen came down, you called the United States 
attorney ¢ 

Mr. Jounson. We called the United States attorney, yes. 

Mr. Correr. Why? 

Mr. Jounson. We wanted to know where he was, so if an oil com 
pany or a machine company or somebody else had any priority we 
could turn it over to him. 

Mr. Correr. So they had the sale and made up the proceeds and 
came in and paid them? 

Mr. Jonnson. That is right, paid them in full. 

Mr. Correr. What conversation did you have with him then? 

Mr. Jornnson. One step before that. I had, when I was over there, 
told him to get out of the office and stay out of the office, that we 
wanted this money right away. 

So when he came in with the money and paid us in full—I think it 
was that day, or he called me up later—and wanted to know if lh: 
couldn’t go back on the county committee and serve out the rest of his 
time, at that time we talked it over, the committee. 

Here is a farmer that has been elected, re-elected, and re-elected by 
all his neighbors, just like you Senators have been elected. And so 
long as he paid up that loan and we won't give him a loan on the farm 
any more, to keep the good farm program—we haven’t lost a dime in 
this county. They have kept up with the program. As Mr. Burke 
told you a little while ago, we had over $300 million worth of business, 
and, believe me, we get the money, and any time he takes action on the 
fellow is when he gets wise with us and can’t pay us. 

That is when we send in for legal action. We have always given 
the farmer the second chance. 

In my mind I don’t know whether there is conversion or if he is 
short. I have seen farmers take a loan on bins, and instead of a 
thousand bushels, when you measured it with the best intentions in 
the world, you came to sell it and you only had 900 bushels. 

Mr. Correr. This man told you there was no grain in the bins. 

Mr. Jonnson. He must have had it in the bin. He delivered a lot 
of it. 

Mr. Correr. He told you he had no grain in the bins to pay the 
proceeds. 

Mr. Jormnson. When it came out, after he delivered, he told us he 
didn’t have any more grain. 

Mr. Correr. When you were having this conversation with him, Mr 
Johnson, didn’t you tell him nobody had ever inspected his bins? 

Mr. Jonnson. No. 
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Mr. Correr. So you didn’t know what had happened, and there- 
fore he could go back into the office ? 

Mr. Jonnson. I didn’t know they never had an inspection. I 
didn’t know anything about the records regarding sealing and in- 
spection. I thought it had been done just like all the rest of them. 

Just like Mr. Burke or somebody told you, there was one year, I 
think it was where the farmer measured his own bins and took his 
own samples, sent them to us, we got an analysis, came back, and from 
then on it was up to the county committee to appoint a sealer or do 
it themselves. 

Mr. Correr. Did you say you didn’t know whether the bins had 
been inspected or not? 

Mr. Jounson. No; I didn’t know at that time. 

Mr. Correr. Didn’t you concern yourself with that ? 

Mr. Jonnson. I figured by the community committee system and 
the county committee system, there was three of them there, and I 
had no doubt in my mind that everything was on the level. And 
when the loan is made to the banker, he makes another check if he 
thinks there is anything wrong. Nothing ever came to my mind 
there would be anything wrong. 

Mr. Correr. Even though he was a year overdue? 

Mr. Jonnson. I am not so sure about that year, because it had been 
sealed and resealed and all that. I didn’t go into it. 

Mr. Correr. You know the years sealed. You have been in the 
program quite a while. 

Mr. JoHnson. 18 years. 

Mr. Correr. Don’t you know the years it was resealed ? 

Mr. Jounson. Yes. 

Mr. Correr. Why do you say you didn’t know what years? 

Mr. Jounson. I didn’t go back. I know the amount of money past 
due and he had to pay, but to go back and check all the individual 
loans, I didn’t do that. 

Mr. Correr. Mr. Johnson, I just ask you this as a question to get 
your opinion: Don’t you think it might be preferable to have some 
system of referring cases for criminal action, or at least to be reviewed 
by some other agency than yourself, rather than using this weapon 
of criminal prosecution merely to collect? 

Mr. Jounson. I didn’t know we used the criminal prosecution to 
collect. 

Mr. Correr. You said when a fellow didn’t pay up or got wise, 
then you did something about it. What did you mean by that? 

Mr. Jounson. If a fellow wouldn’t pay us, hadn’t got any money, 
or converted some grain and wouldn't pay us, then we have this 
CL-8 form come in to us. And this being a county committee, that is 
why we never received the CL-8. 

Then we take it into our office, we work it over, we will send it to 
Jim Cole for legal action, or whatever. 

Mr. Corrrr. Did you ever send this case for legal action ? 

Mr. Jonunson. We never sent this case for legal action. 

Mr. Correr. Well, you were telling me what you did. Apparently 
this was an exception where you did not do that. 

Mr. Jounson. No: because we never had a CL-8 from the county 
committee. 
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Mr. Correr. Because he was the chairman and the fellow in wrong. 

Mr. Jounson. That is right. 

Mr. Correr. Do you still have to wait on him to send in his own 
CL-8 on himself? 

Mr. Jonnson. We would have had more than a CL-8 if he hadn't 
paid it. 

Mr. Correr. You stated a few minutes ago that because this man 
was elected by the farmers and was their choice, you felt it appro- 
priate that he go back to work. Didn’t the intervening facts, which 
the farmers who elected him undoubtedly had not passed upon, change 
the situation a little bit? 

Senator Ture. Mr. Chairman, may I show my ignorance by asking 
what a CL-8 is? 

Mr. Jounson. That is a form that the county committee will work 
out, that he has got so many head of cattle, so much land, he is in- 
debted for so many dollars, and he has got so much left, if he has 
got any left, and what happened to the case. And then we work it 
up and send it to Jim Cole for legal action. It is so, if we decide we 
should start some kind of action, we know if we have any chance of 
collecting. 

Maybe this fellow went through bankruptcy or something else hap- 
pened—he skipped the country. That is all on Form CL-8 so we 
know where we are. 

Senator Ture. Providing the farmer is delinquent on his Com- 
modity loans? 

Mr. Jonnson. That is right, Senator. 

Senator Tuyr. Thank you. 

Mr. Correr. That is all, I think, Mr. Chairman. 

The Cratrman. Any questions, gentlemen / 

Senator Munpr. I am interested in knowing how this got into the 
hands of the grand jury, because Mr. Burke was a little bit vague 
about that. He thought that unless the Attorney General interested 
himself in the case, that otherwise it was going to be dropped. Is that 
your understanding? 

Mr. Jounson. I am glad you asked that, Senator Mundt. How did 
it get into the hands of the grand jury? 

Senator Munpr. Yes. 

Mr. Jonnson. I figured everything was settled on this case. | 
knew nothing about it until the attorney general did a very nice job 
of breaking this when we had our State convention, where he accused 
us of having something to do with whitewashing this case. 

He has been into our county office. 

Senator Munpr. I have a lot of correspondence about this, and 
there are going to be a hundred people who want these hearings; 
so I want you to clear this up. 

Mr. Jounson. I know this first news article said that Senator 
Mundt and Senator Aiken had received this information. That is 
the first I knew of it. 

Now the attorney general, or his assistants, had gone into our 
county and went through all our files. And my procedure as State 
chairman is that nobody has the right to do that unless it’s the Internal] 
Revenue, or somebody else like that. He never asked for permission 
from us to go through those files, and the paper came out and said 





STORAGE AND PROCESSING ACTIVITIES OF CCC 609 


he never got any cooperation from us. He had never asked us to 
go through them. 

And to me, I don’t know anything about law, but anybody that 
goes to any other county office, I think we are going to start some legal 
action on those people unless they get permission. And we don’t have 
it to give to them, Senator. We have to go to Washington to get 
that permission to go through our files. 

And then the attorney general said that he wanted to appear before 
a grand jury, and he wrote this to Leo Flynn, United States attorney, 
and myself, and it hit me the day of the State convention. I had not 
even received his letter. I didn’t know what it was all about. 

I told him then in reply that we would be very happy to dig into 
this, and I asked for all the files of these two or three men to send 
to the United States attorney so we won't have anything to do with it. 

So Leo Flynn has got all the files. 

Senator Mu not. You contacted Leo Flynn two or three times 
before ¢ 

Mr. Jounson. Once. But no names were ever mentioned on that, 
Senator Mundt. 

Senator Munpr. I understand it was simply to try to be sure that 
the proceeds of the sale went into the hands of the PMA rather than 
the hands of some other creditor. 

Mr. Jounson. That is our job in PMA—to do the collecting, and 
by God, I hope we are doing a pretty good job for you, Senator Mundt. 
If not, you can jump all over me. I don’t think you have very many 
letters complaining about that. 

Senator Munpr. This is the only time we have had to have an 
investigation about it. 

Mr. Jounson. That is right. 

Senator Munpr. I want to get down to the root of it and see what 
the situation is. 

Mr. Jounson. I would like to ask one question. 

The ~ AIRMAN. You simply answer questions. 

Mr. Jounson. Excuse me. 

Senator Munpr. I had a lot of correspondence dating back as far 
as September and October, mostly from Edmunds County, from 
interested farmers. So this thing was apparently pretty well known 
in that community a long time before you knew much about it or 
before we knew much about it. I suppose the sale perhaps just 
occurred in September and may have kicked up a lot of rumors. 

Mr. Jounnson. I think so. 

Senator Munpr. Some of which were factual, some of which, were 
not as bad as the facts, and some of which were worse than the facts. 

So I for one am glad we are going to go to the grand jury so what- 
ever is right about it will probably be worked out. 

I was trying to find out from Mr. Burke, and I will ask you the same 
question, although I think you have already answered—as far as your 
office was concerned, the attorney general never called on you for any 
records you denied’ Never called on you for any records at all ? 

Mr. Jounson. Never talked to him at all. He never asked for 
permission to go through the files. 

Senator Munpr. He went to the State attorney, and he told him 
that if the attorney gener: al wants them, he shoul 1 let him have them. 
and he got them ? 
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Mr. Jounson. That is right. 

Senator Munpr. Any difficulty in getting those records did not in- 
volve the State office in Huron ? 

Mr. Jounson. That is right. 

The Cuarrmman. Mr. Johnson, did you think it was good practice 
to permit Mr. O'Neill to assume his responsibilities again after you 
found out he defaulted ? 

Mr. Jounson. Well, since there was only such a short time left until 
he was going to be out of office in Edmunds County, and the county 
has such a wonderful record and all in their collections, we saw no 
reason why he should not go back, Senator. 

The Cuarrman. What kind of services did he perform thereafter ? 

Mr. Jounson. Regular county chairman, just like he always had. 

The Cuarrman. O. K.’ing loans? 

Mr. Jounson. O. K.’ing everything. He was entitled to, because he 
went back in full status. 

The Cuarrman. Do you not think it might be a good idea to check 
on all these farmers’ loans soon after they are made / 

Mr. Jounson. You are absolutely right, and when I came into the 
office we set up a procedure that any one farmer we had trouble with 
on crop insurance, loans, or ACP, and had any way of knowing that 
he is slow paying, we never make him a farm stored loan. He goes 
on the ineligible list, and all loans must be inspected by a sealer or a 
county committee or someone and reinspected two or three times a 
year. 

The Cuarrman. You mean those you are suspicious of ? 

Mr. Jounson. No; we inspect all of them from now on, every one 
of them. 

The Cuairman. When did you change that rule? 

Mr. Jounson. When I came into office. 

The Cuarmman. And why did you do it? 

Mr. Jounson. Because cases come up now and then, and so we 
won't have any more suspicion. Although I will say the record has 
been wonderful the way we have been handling it. 

The Cuairman. We are not denying that. 

Mr. Jounson. It isa fine record. 

The Cuatrman. It is a fine record, and the only thing I regret is 
that we have to start these hearings on such a case as this. I wish we 
could have gotten at the big fish rather than the farmers at the 
beginning. 

Senator A1rken. We haven’t had time enough, Mr. Chairman. More 
cases,are pending. 

The CHairnman. We will get them. 

I understand a lot of Senators here are desirous of rushing these 
hearings, and I regret we had to take a case like this at the beginning. 
I believe we have more important cases we could have taken and maybe 
put this in later. 

Anyhow we have started it and we hope to go through with it. 
Personally, I hope we do not find any malfeasance, but all in all, I 
am sure that these hearings will have a very healthy effect on the 
future program. 

Mr. Jounson. I think that is right. 

The Cuairnman. Any further questions ’ 

Senator Younc. One more question, please. 

The Carman. Yes. 
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Senator Younc. I am not clear on one thing. Does the local banker 
have any responsibility for shortages that might occur in the loans he 
is carrying ¢ 

Mr. Jounson. This is my opinion, Senator Young: Under the 
banker’s agreement with Commodity Credit as the loaning agency, if 
he knows that a farmer doesn’t have the grain or if the bin is out of 
order, if anything is wrong with that grain in one way or the other, 
he never should make that loan. 

Senator Youne. When a loan is made, if they know of shortages—— 

Mr. Jounson. Then if he knows of shortages he should notify us 
and we will have to call the loan. We have had to do some of that. 

Senator Youne. He does not have any direct responsibility, does 
he ¢ 

Mr. Jounson. No. 

Senator Younc. The reason I ask that—I know of many local 
bankers who concern themselves with possible shortages—I was won- 
dering if they did that because of financial responsibility or just to be 
sure they had good loans. 

Mr. Jounson. To be sure of the loans. 

Senator Aiken. Have you run across any conversion from com- 
mercial elevators in your State? I don’t know if you handle them 
directly or not. 

Mr. Jounson. That comes under Jim Cole’s Commodity Credit 
when it comes to elevators. We take care of the farm stored and the 
elevators go to the others. 

Senator Youne. I wondered if a case had come to your attention. 

The Cuarrman. Any further questions? 

Thank you. 


Mr. Jonnson. Thank you. 

The CuarrmMan. Mr. Larson. 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God? 

Mr. Larson. I do. 


TESTIMONY OF DOUGLAS LARSON, ADMINISTRATIVE OFFICER, 
PMA COMMODITY OFFICE, MINNEAPOLIS, MINN. 


Mr. Correr. We do not want to keep repeating the story, so I 
guess we had just better confine our questioning of you to what you 
did when Mr. Johnson called Mr. Cole and you went down to Mr. 
Johnson’s office. 

Mr. Larson. I arrived—do you want in narrative form here what 
happened ¢ 

The Cuatrrman. Give your name in full and address. 

Mr. Larson. Douglas Larson. I live at Minneapolis, Minn. 

Che Cuarrman. And your occupation ? 

Mr. Larson. I am employed as administrative officer for the Minne- 
apolis PMA Commodity office. 

The Cuarrman. How long have you been so employed ? 

Mr. Larson. In that capacity for a year and a half. I have been 
with the Department for somewhat over 11 years in that office. 

Mr. Correr. And on September 6th did you talk to Mr. Cole, your 
superior, about this case ¢ 
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Mr. Larson. On September 6th Mr. Cole sent out a little note to me 
and asked me to make myself available to go to Huron on Monday, 
the 10th. 

Mr. Correr. Then you went down there? 

Mr. Larson. I went down there. 

Mr. Correr. And you had a conversation with the State PMA 
committee, including Mr. Johnson and Mr. Burke. 

Mr. Larson. Mr. Johnson and Mr. Burke. 

Mr. Correr. What did you agree to do? 

Mr. Larson. They told me of the matter and I suggested the 
possibility of the necessity of having a little action, suggested that 
Mr. Johnson call Leo Flynn, the United States attorney. 

Mr. Correr. You were on the telephone during that conversation ? 

Mr. Larson. I don’t believe so. I may have been. I was in the 
room. I am not sure I was on an extension or not, sir. 

Mr. Correr. But you got the purport of the conversation ? 

Mr. Larson. Yes, sir. 

Mr. Correr. And what was that / 

Mr. Larson. Well, that was to locate Mr. Flynn to find out if he 
was available to start a legal action in case we needed his services. 
He was located away from his office. I believe he was at Deadwood, 
S. Dak. at the time. 

The Cuarrman. That was in the nature of civil action? 

Mr. Larson. That is correct, sir. 

The CuarrMan. To recover the money ? 

Mr. Larson. Correct. 

Mr. Correr. Was the name of the case identified or anything at that 
time? 

Mr. Larson. To the best of my memory it was not. 

Mr. Correr. And then you went on down to Ipswich with Mr. 
Burke ? 

Mr. Larson. Then Mr. Burke and I drove to Ipswich. 

Mr. Correr. And you substantiate what has been testified here ? 

Mr. Larson. Correct, sir. We had a conference with O’Neill. In 
that conference were Mr. Peterson, Mr. Biegler. Phil Burke, and I. 

Mr. Correr. Why did the State PMA office call the regional office 
in? 

Mr. Larson. The Minneapolis office is a clearinghouse for all mat 
ters sent for legal action. 

Mr. Correr. Do you get these CL-8’s? 

Mr. Larson. CL-—8’s are sent to our office: ves, sir. 

Mr. Correr. And they are a form which is made out on the debtor? 

Mr. Larson. They are a report on the debtor. I believe the title 
of the form is “Report on Debtor.” 

Mr. Correr. And that in a loan case probably wouldn't be sent until 
the person involved had neither the collateral nor the cash ? 

Mr. Larson. That is correct. In general, those forms are sent only 
when the PMA State committees have been unable to effect a collec- 
tion. 

Mr. Correr. Is your office the only office to which the State office 
reports this sort of thing? 

Mr. Larson. Yes, sir. 

Mr. Correr. They do not report directly to the solicitor, or to the 
United States attorney, but they come through your office ? 
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Mr. Larson. They have the privilege of going to the solicitor. 

Mr. Correr. How long have they had that privilege / 

Mr. Larson. Well. I think maybe they have had that privilege ever 
since State offices have existed. 

Mr. Corrrer. Were there some new regulations installed recent], 
which may have changed their procedure? 

Mr. Larson. Not that l am aware of. 

Mr. Correr. Would they normally go through you before going to 
the United States attorney ¢ 

Mr. LARSON. Yes: they would have no right to go to the United 
States attorney, as | understand it. 

Mr. Correr. When you heard about this case did you check to see 
if the CL-8 form was in? 

Mr. Larson. No, sir. I didn’t know about the case until I got to 
Huron. 

Mr. Correr. Oh, you went to Huron, and then you went fo Ipswich ? 

Mr. Larson. Correct. ; 

Mr. Correr. And you knew all about the case when you came back ¢ 

Mr. Larson. Correct. 

Mr. Correr. Did you make some sort of a report on the case / 

Mr. LARSON. I made an oral report to Mr. Cole that arrangements 
had been made by the State committee to effect collection and I thought 
that those arrangements would be effective and that the loan would 
be collected. 

Mr. Corrrer. You did not make any CL-8 up yourself / 

Mr. Larson. No. The CL-8 is a form that the county committee 
prepares. 

Mr. Correr. Since the county committee couldn’t very well prepare 
this one, wasn’t it anybody else’s obligation to treat the case in the 
iormal procedure ¢ 

Mr. Larson. Not as far as a CL-8 is concerned. That is absolutely 
the responsibility of the county committee. 

In this case it would be my opinion that a preparation of a CL-8 
would have been a waste of time, on the basis that all the facts as to 
the possible correction were available. 

Mr. Correr. You apparently felt, Mr. Larson, that the writing of 
any memo would have been a waste of time. There is no report at al! 
n vour office of the case, is there / 

Mr. Larson. There is no report of the case in our office: no, sir. 

Mr. Correr. I think that is all. While we have Mr. Larson in, and 
as I spoke to you at lunchtime, Senator, we have some other matters 
that we would like to discuss with him. 

The CuarrmMan. If we can cover those this afternoon. 

Mr. Correr. We are not prepared, Senator. We would like to have 
you give us a half a day off to get ready. We could do it in a couple 
of hours, but we have got to work with these witnesses. The general 
picture of this case should be given to the committee while they are 
here. We tried to work with him late last night, but Mr. Larson did 
not have his code—— 

Mr. Larson. I have that now. 

The Cuatrman. Mr. Larson, how many States are under your juris- 
diction ? 

Mr. Larson. Under the Minneapolis office, sir, there are five States— 
Montana, the two Dakotas, Minnesota, and Wisconsin 
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The Cuarrman. What is the function of that office? 
Mr. Larson. Well, we are the record-keeping office for Commodity 
Credit. 

The Cuamman. What is that? 

Mr. Larson. The record-keeping office as far as the loan program 
for Commodity Credit Corporation. 

The Cuamman. Let us take a specific loan like the O'Neill loan. 

Mr. Larson. Yes, sir. 

The Cuarrman. When a series of loans were made in South Dakota, 
when did you receive notice of that? 

Mr. Larson. Under the loan procedure, the loan documents are 
made up in multiple copies. One copy is known as the Regional Di- 
rector’s copy. That copy is transmitted to us from the county offices. 

The Cuarmman. When you say loan procedure, do you mean the 
copy of the note? 

Mr. Larson. No—it is a copy—— 

The Cuatrman. Is it an application ¢ 

Mr. Larson. It is a copy of the note, sir. 

The Cuamman. How is that? 

Mr. Larson. It is a copy of the note. 

The Cuarrman. Does it indicate the collateral ? 

Mr. Larson. Yes; the number of bushels; correct. 

The Cuarrmman. Does it indicate when the note is payable? 

Mr. Larson. Yes, sir. 

The Cuarrman. Now, if the note is not paid at its maturity, are 
you thereafter notified of that fact? 

Mr. Larson. Yes. At maturity, or shortly thereafter, our oflice 
purchases the original note from the lending agencies so that we get 
full possession of the original note of those that are not paid. 

The Cuarmman. Is that true even though the commodity is resealed 
for another year ¢ 

Mr. Larson. That is correct. 

The Cuarrman. In other words, the banker makes the original loan 
for a year, doesn’t carry it more than that 1 year? 

Mr. Larson. On small grain loans they are all due on April 30 
after being made. 

The Cuatrman. Lunderstand. And the bank is obligated or carries 
it for that period only? 

Mr. Larson. Well, the bank is not only obligated to hold it that long, 
the lending agency may transmit them to our office at any time after 
the loan is made with the request that we purchase. 

The Cuarmman. What is your method of following through to de 
termine whether or not the grain is there is fact, that the loan as a 
whole is in good shape according to your rules and regulations ¢ 

Mr. Larson. The responsibility, Senator, for making the loan, dis 
bursing the loan, servicing the loan, inspection, collection, is at the 
county committee. 

The Cuatrman. The county committee ? 

Mr. Larson. The county committee; ves. 

The Cuatrman. But you have copies, though, of all the documents 
necessary to effect that loan? 

Mr. Larson. No; we have a copy of the original note. When we 
purchase it we get the original note. We get copies of the loa: 


agreement. 
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The Cuarmman. Let’s go back to the O'Neill loan. You said you 
had the original loan in that case. 

Mr. Larson. We had the original note; yes, sir. 

The CuarrmMan. I mean, note. When O'Neill asked to have his grain 
resealed, were you notified of that fact ? 

Mr. Larson. That notice came to us by form; yes. 

The Cuarrman. When O'Neill asked that the grain from the 1948 
crop be resealed, were you so notified ¢ 

Mr. Larson. Such notices come to our office; yes, sir, and the Fiscal 
Division of our office makes our accounting report, our 1BM records, 
to reflect our plans; yes, sir. 

The Cuairrman. Do you think it is good practice to carry a farmer’s 
loan for three successive years on three crops that he had made, which 
I believe was the case in the O’Neill loan / 

Mr. Larson. That isn’t my province. 

The Cuarrman. Why not, you are the collecting agency, aren't 
you! 

Mr. Larson. No, sir, we are not. 

The Cuatrrman. What are your functions? You are of no use if it 
is not to attend to the loans to see that they are in good shape and to 
be frank with you, I just cannot understand what your function is. 

Mr. Larson. Well, we are the first level at the present operation that 
keeps a fiscal accounting of the loan program. 

The Cuarrman. You have nothing to say if a loan gets sour or too 
old: and if not, who has? 

Mr. Larson. May | tell this story, Senator. At a reasonable time 
after a loan program is due, our office prepares listings of all such loans 
and transmits them to the county ofices. That is done to coordinate 
the figures, whether or not our figures are correct. It is done for the 
purpose of determining whether a delivery has been made that hasn’t 
fully cleared the county or State Office into our office for final entry 
into the books or, if a payment has been made that has been delayed 
in the transmittal or has come to our office and we have been unable to 
identify it. Soitcan be applied to the proper item that isopen. That 
is a coordination of records between the county level and our level. 
That is the first step taken by us to insure that loans are made. 

The Cuamman. Insofar as the extension of a loan is concerned, you 
have nothing to do with that ¢ 

Mr. Larson. We have no responsibility as to that. 

The Cuarrman. None, whatever? 

Mr. Larson. No, sir. 

The Cuarrmman. As far as your office is concerned, the O’Neill loan 
could still be on the books ? 

Mr. Larson. That is correct, sir. 

The Cuamman. Then you have no responsibility for stating whether 
or not this loan should be renewed‘ It is all on the county level? 

Mr. Larson. That is correct. The minute that we get a Form 8, 
however, the report on debtor, we have some responsibility. 

Senator Munpr. What protection do you have then when the county 
committee, itself, is amet sey They have to provide the Form 8. 
When they are involved, they are not going to report on themselves. 
Does the whole system break down? 

Mr. Larson. Senator, you realize that in the PMA set-up the PMA 
commodity office and the State office both report to Washington. We 
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have no authority over the State offices. They have no authority over 
us. Weare out there in Minneapolis, in the Minneapolis office. Mr. 
Cole has different partners—if you would care to so term them—his 
five State chairmen, who are all working to make the farm program 
run. They all have responsibilities. Mr. Cole has many of them. 
The State people have many of them. All of those people are working 
to make the farm program run. 

Senator Munpr. Whose responsibility is it in a case like this, which 
we are all agreed is very unusual, where the county committee, through 
these gentlemanly agreements, have not looked into each others bins 
or asked any questions of each other, and get involved so deeply that 
they are not going to report on themselves because they make out this 
Form 8. Ifthe county committee is on the alert and honest and forth- 
right, they make these reports if collections have been pretty good. 
I am trying to find out how are the honest people of these counties 
protected against a dishonest committee in the situation where they 
don’t make the report. You say it is not your job. You say it isn’t 
the State’s job. 

Mr. Larson. I didn’t say it wasn’t the State’s job. 

Senator Munpr. I see. 

Senator Tuyr. Might I ask Mr. Larson a question’ The PMA 
State office would have field men and if these field men are constantly 
moving about the State, meeting with the county PMA administrators 
going to the records of the county PMA administrators. You might 
say the State chairman does have these field representatives in con- 
stant contact with the PMA offices throughout the State. In this 
particular instance, who was the field man who had the territory 
covering this county and this county PMA organization ? 

Mr. Larson. I have heard his name here this morning. I am not 
sure what the name of the field man is. 

Senator Ture. Unfortunately, we had a hearing of the Committee 
on Small Business on the rubber shortage, and it was quite important 
that I attend that meeting. Therefore, I was unable to be present 
this morning, but did the records this morning disclose, or did you 
obtain any information as to whether the field man had concerned 
himself with this county PMA office and the shortages ? 

The Cuarrman. Yes, sir. That was all covered. 

Senator Taye. How soon did he learn that there was this shortage 
and this delinquent loan? 

The Cuarrman. It is all in the record. 

Senator Tuye. I shall read the record on it. 

The CuarrmMan. I am sure, with the testimony given by Mr. Johnson 
a while ago that, if these bins are examined and if necessary pre- 
cautions are taken, that a thing like this couldn’t occur unless a man 
is really a thief at heart. 

Senator Ture. They would have to falsify the report in order to 
cover up. 

The Cuarrman. That is right. 

Senator Ture. That would be an apparent thing. 

The Cuatrman. What I had in mind, Senator, was cases where 
they may not-have the amount of grain on hand. It strikes me, before 
a loan is made on grain, that the county officials ought to ascertain 
whether or not the grain is there, whether it is in good condition. 
whether it is as represented. 
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Senator Ture. That involves your inspectors. You may have some- 
one who is solely responsible in the county to inspect the bin prior 
to a seal-up and prior to a granting of a loan on that bin. In this 
particular county the individual could not check on himself and certify 
that the bin was in condition to receive and store the grain, and that 
the grain was there at the time of the seal-up. What little I have 
gathered while I have been in here, in reading this report, the one 
county or one of the inspectors who check on the other so that, if 
an inspector wanted to have his own grain sealed up, he would not 
execute that seal-up order. He would rely on someone else who was 
qualified in the county as an inspector and one who could inspect grain 
and seal it up. Did they exchange that between one another? 

The CHarkMaAN. These were two county committeemen, as I under- 
stand. There was a gentleman’s agreement between them that no 
inspection would be made of the grain because it was thought, since 
they were county committeemen, they were honest and there was no 
necessity of checking through, and that is the procedure, I believe, 
that has been corrected. 

Senator Ture. The State chairman was aware of the procedure 
under which they were operating ? 

The Cuarrman. No. It was disclosed after this defaleation. That 
is the evidence. 

Senator Tuyr. Then there would have to be a certification by 
someone else. 

The CHarrman. Mr. Johnson has just stated that the rules of the 
game have been changed since he became chairman, and I believe the 
suggestions he made, if they had been in effect at the time this took 
place, this may not have occurred. It has been said several times 
that it is very unfortunate it has occurred. 

Senator Ture. Yes. It is very unfortunate because it does cast 
a bad reflection. 

The CHarrMan. Even though the Government didn’t lose a dime 
init. It reflects on the farmers program. 

Senator Tuyr. The entire program and upon the entire system 
of county supervisors and their staffs. 

The Cuarrman. That is right. 

Senator Munpr. Mr. Larson, I think Mr. Johnson testified that 
when he came into authority in Huron, he changed this regulation 
whereby they just inspected bins on a spot check and insisted that they 
all be inspected on all loans. Is that generally true throughout your 
5-State area now that there are no more of these gentlemen’s combines 
within the county, or is that just the regulation that has been put 
nto in effect in South Dakota ? 

Mr. LARSON. No. The general regulation is that all bins be in- 
spected. 

Senator Munpr. That is throughout the country ? 

Mr. Larson. That is correct. 

The CrarrMan. It has always been that, and these men simply 
violated the rules. 

Senator Munpr. Was it always that way? I thought there was a 
change. 

Mr. Larson. Frankly, during a 1- or 2-year period it was possible 
for the producer to measure his own bin and to take his own sample. 
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That, however, was changed, to the best of my knowledge, 2 or 3 
years ago. 

Senator Munpr. That would be probably after these initial loans 
were made. 

The CHarrman. Probably during the rush you were a little lax. 

Mr. Larson. Yes. Where there was a tremendous program and 
maybe not quite enough money to accomplish it in the rush. 

Senator Munpr. Whose responsibility is it, Mr. Larson, in the 
case of a falsification of a report or in the sale of Government securi 
ties against which a loan has been made. whose responsibility is it 
to bring that criminal prosecution? Is that your responsibility or 
the responsibility of your office? 

Mr. Larson. Under this loan program ? 

Senator Munpr. Yes. 

Mr. Larson. Such reports are made by county or State personne] 
giving the full facts, and they are referred into the Minneapolis office 
One of my responsibilities is to handle the reference of matters to the 
regional attorney. 

Senator Munpr. You are talking about civil recapture actions? 

Mr. Larson. Both. 

Senator Munpr. I am talking about criminal action. 

Mr. Larson. Both. 

Senator Munor. All right. 

Mr. Larson. Those files are completed at the Minneapolis office to 
the best of our ability. giving information that the lawyers have told 
us they need, and are transmitted to the regional attorney as rapidly 
as possible. 

Senator Munpr. Is it the practice of your office to follow through 
on the criminal prosecution only when the Government has lost 
money, regardless of how many falsifications may have ensued prior 
to the time the Government had recaptured its money? 

Mr. Larson. No. Actually, in the charter acts of Commodity Credit 
Corporation there is a provision that cites a criminal violation. The 
Solicitor of the Department of Agriculture has made a decision or 
rendered an opinion, rather, as to the effect of that provision of the 
charter act, which my understanding is that the Commodity Credit 
Corporation must either own the paper or own the grain at the time 
of taking to make it a Federal crime to which the Federal Criminal! 
Statutes is applicable. So in the preparation of all of our cases, we 
take time and money to determine in all those cases where it is possible 
to determine, where the actual taking took place, the actual stealing 
or conversion. 

Senator Arken. You mean if you make a loan on grain and simply 
take that as security and then the borrower disposes of your security 
that you cannot take criminal action against him? 

Mr. Larsen. My understanding is this. Take for example, the 
O'Neill case. In this state of facts had happened that O’Neill mad 
a loan in September 1948 to the bank in Ipswich and during December 
had sold some of it to the elevator, the Commodity Credit Corporation 
then bought the original note, we will say, June 30, and we discovered 
those facts, my understanding of the present law is that we could not 
have proceeded in the criminal court based on his conversion of that 
property in December, but that criminal action would have had to be 
made by the bank as complainant. 
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Senator Arxken. The criminal action would have had to be made 
by the bank as the complainant ? 

Mr. Larsen. Yes. 

Senator Arken. Even though he was unable to pay you the amount 
of the loan, you still would have no criminal action against the original 
borrower ¢ 

Mr. Larson. That is my understanding. 

Senator Arken. What interest would the bank have in taking action 
against him ? 

Mr. Larson. At that time the bank as the holder and owner of the 
note, the chattel mortgage of that note would run to the bank—it is 
on file in that county. 

Senator A1rken. But assuming that the bank makes a loan, does the 
bank look to you for reimbursement ? 

Mr. Larson. Under the Lending Agency Agreement, the bank looks 
to us to purchase the note; yes, sir. 

Senator Arken. If an employee of the bank borrowed unauthor- 
izedly $1,000 and went out and gambled with it, then replaced the 
$1.000, he still would be guilty. 

Mr. Larsen. That is not my opinion. 

Senator Arken. Do you claim that under the law you would have 
no criminal action against the borrower ? 

Mr. Larsen. It is my opinion that under the facts as I stated them, 
sir, if the stealing took place when the bank owned the note—— 

Senator Arken. What interest would the bank have in bringing any 
action against them if you were required to take the note off their 
hands? 

Mr. Larsen. There wouldn't have been a violation of the State law. 

Senator Arken. But the bank would then prefer to have you take the 
note and get the money. They wouldn’t be particularly interested 
in complaining, would they ¢ 

Mr. Larson. I do not know. That seems to be a question here, 
Senator, as to the State officers arranging with my assistants to collect 
them. We maybe took the place of the bank. 

Senator Arken. What you are interested in is getting the money 
on the note. 

Mr. Larson. Correct. 

Senator Arken. This very confusing situation is demonstrated by 
the instant case. It was the bank at Ipswich that went to the attorney 
general in South Dakota and tried to get some action in that regard 
because of his confusion in this legal situation, which is so confused 
that we still do not understand it. We are trying to get it to the 
point where possibly certain new provisions should be written into 
the law. 

The bank wouldn’t even have a civil suit in the matter? 

Mr. Larson. If the banker had knowledge of anything wrong on 
these loans, the Corporation should have known that long ago and 
we will sell the note back to the bank, and we are out of the picture. 

Senator Munpr. As soon as the bank discovered it, it went to the 
attorney general and the PMA office. 

Mr. Larson. The banker never informed the PMA office of any- 
thing wrong. 

Senator ArkeN. Would the banker compound a felony if he didn’t 
— a criminal complaint and he knew the grain was sold improp- 
erly ¢ 
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Mr. Larson. Under the Lending Agency Agreement, if the banker 
had knowledge that something went wrong on the O'Neill notes prior 
to the time he sold us the notes, he breached his contract with us and 
the Corporation had no authority to buy the note. 

The Cuairman. Asa matter of fact, youlose control of the note and 
everything in the first step that is taken, in that the bank owns that 
note and the security for the note is the grain that is owned by the 
borrower. 

Mr. Larson. And pledged by a chattel mortgage that runs to the 
bank. 

The Cuarman. And the Government has no action to take until 
you obtain that note or the grain. 

Mr. Larson. That is correct. 

Senator Tuyr. Mr. Chairman, at the time that the producer or the 
farmer makes application for a loan, that application goes to the 
county PMA office, does it not? 

Mr. Larson. Yes, sir. 

Senator Ture. And an inspector will go out and inspect the bin and 
measure the bin, to ascertain the number of bushels of grain in the bin? 

Mr. Larson. That is correct. 

Senator Ture. And to make certain that the building is such a 
structure as to properly house the grain ? 

Mr. Larson. Yes. 

Senator Tuyr. If the inspector approves the application or ap- 
proves the loan, when the loan papers are signed, he then posts a sign 
on that bin that there is a Commodity loan on that grain. 

Mr. Larson. That is right. 

Senator Trye. Then it is the responsibility of that county inspector 
to make an inspection of that grain in the course of the months that 
that grain is under Commodity loan to ascertain whether the grain 
is still in quality and in condition. Is that not true? 

Mr. Larson. Under the direction of the State committee. 

Senator Ture. That is the normal procedure. The local banker 
has agreed to advance the money on the note and he is the holder 
of the note until the PMA office calls the note back in for final 
settlement ¢ 

Mr. Larson. Yes. 

Senator Ture. And the banker is guaranteed his interest on that 
loan in accordance with the amount of interest that the PMA Com 
mittee has agreed with the local bank in that county as to what interest 
those Commodity loans will draw. So there is the responsibility, | 
there not, upon the county PMA to ascertain at various times through 
out the time of that commodity loan that the grain is there in quantity 
as well as in quality? Therefore, it is not the responsibility of the 
loan banker to go out and ascertain whether his chattels are right o: 
wrong. There is a State law that every man is bound by as to what 
he can do with the chattel property, and I presume the local banker 
would rely upon that State law, that a man is in violation of the 
statute if he disposes of the chattel. If I understand the program 
correctly, the local banker has just entered into an agreement with 
the county PMA, that he will advance the money after the PMA 
Committee has made the complete loan execution of the papers and 
the filing of the chattels in the Recorder's office in the county. Then 
the bank holds that as security and advances the money on it, and when 
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the producer goes in to pay his loan to the county PMA, the note is 
called back from the bank and the amount of interest is paid the bank. 
Isn't that the normal procedure in the county ¢ 

Mr. Larson. The normal loan is repaid at the bank right to the 
lending agency where the producer got his loan. 

Senator Tuyr. The producer, the man who obtained the Commodity 
loan must negotiate with the county PMA in order that the interest 
and everything be taken care of. The county PMA finally executes 
the listing of the mortgage from the records in the county. So it is 
the PMA’s office responsibility both as to quality and as to quantity of 
the grain, and the local banker is not expected to go out and examine 
the chattel that he is holding. 

Mr. Larson. That is correct. 

Senator Ture. I think I am right. 

Mr. Larson. I send my references to the bank only where they 
have knowledge. I didn’t say they had any responsibility. 

Senator Ture. The banker is not supposed, except by accident, t 
have this information. 

Mr. Larson. I said if they did have knowledge. 
Senator Titre. Yes: but the banker is not supposed to have any 
‘concern or knowledge of that except as it may come to him in a second- 

handed manner. It is not his business to go out there and examine 
that chattel. 

Mr. Larson. That is correct. 

Senator Ture. That is done by your county PMA and your town 
ship men and whoever is designated to be that grain inspector. 

Mr. Larson. That is right. 

Senator Trye. It may not be the county chairman who is that grain 
inspector. It may be one designated in the county to act as the grain 
inspector or to make the initial inspection prior to the granting of the 
loan on the commodity. 

The Cuarrman. Any further questions? 

Senator Ture. I think the mechanics, Mr. Chairman, of safeguard- 
ing this grain is laid down by the rules and regulations of the Com 
modity Credit through the State PMA organization. I think they 
have endeavored to safeguard it, but if the county chairman is not of 
a mind to see that the regulations and the rules are carried out, then 
there is the possibility of the breakdown that we are today witnessing. 
Am I not right, Mr. Larson ¢ 

Mr. Larson. If all regulations had been followed in the O'Neill 
case, Mr. O'Neill would not have been here in Washington, today ; that 
is correct. 

Senator Tuyr. There would have been no possible question of 
delinquency. 

Mr. Larson. That is right. 

Senator Tuyr. I am quite certain that those regulations are in 
order, so as to make certain that there is a misuse of the program. 

The Cuarrman. As he pointed out, if the regulations had been ad- 
hered to, this case wouldn't be before us. 

Mr. Larson. That is true. 

The Cuatrman. It is just the fact that these two men violated the 
rules and regulations. more or less, for their own benefit : is that true ? 

Mr. Larson. It seems so; yes, sir. 
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Senator Munpr. That is what I was asking questions about, as to 
whose responsibility it is to police these laws, rules, and regulations 
when they have been violated and whether it is the policy of your 
office to police them to the extent of bringing criminal action against 
the wrongdoer or whether you are interested solely in recapturing the 
money, and I think you had testified that it was the policy of your 
office, where there was indication of willful wrongdoing, to carry it 
through to criminal procedure. That was part of your responsibility 
in that office. 

Mr. Larson. That is correct. 

Senator Munpr. In the instant case, I think you testified that there 
was some doubt as to your authority or your responsibility of re 
ferring it to the United States attorney due to this language which 
you have cited in the Commodity Credit Act; is that right ¢ 

Mr. Larson. And then basically our authority is limited to those 
cases that are referred to us by the county or State committes for such 
action. 

Senator Munpr. I think the testimony does show, though, that vou 
recommended that the United States attorney in that State, Mr. Leo 
Flynn, should be advised of this case when you first got into it your- 
self at the hearing meeting on September 6. 

Mr. Larson. My recommendation was to locate him in case—the 
same when I first heard of the case. There was a reported sale being 
arranged. We have had some unpleasant cases where we did not get to 
the auction intime. I wanted to be sure that we could get to Mr. Flynn 
and, if we needed him, we could get to the auction before all the pur- 
chasers had gone home. We wanted to be there with the first. 

Senator Munpr. I think I also pointed out that the Ipswich Bank 
in fulfillment of its responsibility, as its lawyer indicated, had some 
responsibility in connection with the Commodity Credit Act and they 
had made some reports. I am not sure I understood you. 1 want to 
ask you, again, because, if I did understand you correctly, it is in 
contradiction of other evidence. Did you say that you were sure 
Mr. Halderson of the Ipswich Bank did not report this matter to the 
Attorney General to bring it before the proper legal authorities as he 
best saw he should ¢ 

Mr. Larson. I didn’t say that. I said he never reported anything 
to the Commodity Credit Corporation that I know of. 

Senator Munpr. Did you say he did not report it to the hearing 
of the State PMA office? Our testimony is that he did, in May. 

Mr. Larson. To the best of my knowledge, he didn’t. I meant the 
Commodity Credit office in Minneapolis. 

Senator Munpr. That is what I thought. I didn’t want your state 
ment to contradict other evidence, because I didn’t think you under- 
stood it. As far as your Commodity Credit Corporation is concerned, 
he never reported it to you. 

Mr. Larson. He has no report to the Minneapolis office of the Com- 
modity Credit. 

Senator Munpr. You have no basis of knowing what he said either 
to the Attorney General or the State PMA office? 

Mr. Larson. I have no evidence of what he said to either of those 
questions. 

Mr. Correr. I want to ask one more question. Mr. Larson, there has 
been some testimony here this afternoon, I think, by Mr. Burke, 
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regarding these delinquency claim registers. You keep one for the 
whole region, do you not ? 

Mr. Larson. The Minneapolis office does; yes, sIr. 

Mr. Correr. It is under your care ? 

Mr. Larson. Part of that record comes under my jurisdiction and 
ittention. 

Mr. Correr. It is divided in two parts, isn’t it? In one is a list of 
delinquencies and in the other is the cases which you have not consid- 
ered should be put in that category. You describe what the break- 
down is. 

Mr. Larson. You are referring to the listings that I showed you 
last night, I assume. 

Mr. Correr. That is right. 

Mr. Larson. The Minneapolis office monthly prepares an IBM list 
ing of accounts receivable, producers. 

Mr. Correr. That means farmers? 

Mr. Larson. That means farmers whom Commodity Credit Cor- 
poration has on their loan program. That listing is broken down into 
two sections, sub 1, the general accounts receivable. Item 5 are claims 
or legal cases. 

Mr. Correr. Sub 1 is cases which you have not given up hope of 
collecting without any process ! 

Mr. Larson. We haven't given up—in that position goes all items 
of minor shortages, minor amounts, mainly, that have resulted from 
small shortages in delivery. Our office has in many of those cases 
reports on CL-8, saying that the producer will pay at a certain time 
n the future, either that he is earning under the ACP program or 
that some other arrangement has been made for the liquidation of 
that item between himself and the county committee or the State 
committee. 

Mr. Correrr. I thought you took him off the receivable list as he 
got more delinquent and the chances of collecting without some action, 
became less, and you put him on this other account. 

Mr. Larson. No. 

Mr. Corrrer. They do not move from one account to the other, at all? 

Mr. Larson. They move from one account to the other. 

Mr. Correr. Why did you say no? 

Mr. Larson. I say that position 1 is a position of items—— 

Mr. Correr. In a receivable position ¢ 

Mr. Larson. Receivables due the corporation that there has come 
in a report from the county or State committee of a method by which 
they are going to be liquidated. If that method fails, we go back to 
the State or county committees, calling their attention to the failure 
of the first report and asking for further recommendation. 

Mr. Corrrer. As of March 1, what was the aggregate amount of the 
outstanding claims against producers in this delinquent status? 

Mr. Larson. Both of those positions, Mr. Cotter, are delinquent. 

Mr. Correr. Yes. 

Mr. Larson. The exact figure, I do not have in my mind. I have 
the record here. 

Mr. Correr. Would you give it to us, roughly? 

Mr. Larson. Roughly, $630,000. 

Mr. Correr. Is that for the bad ones and the receivables? 

Mr. Larson. That is for the total list. 
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Mr. Corrrer. And they break down about 50-50? 
Mr. Larson. About 50-50. 
Mr. Correr. In numbers, how many are there that are particularly 
delinquent ? 
Mr. Larson. I do not know what you mean by “particularly delin- 
quent.” 
Mr. Correr. One list is worse than the other list. 
Mr. Larson. That is correct. 
In the sub 5, the legal listing, I didn’t look at that total. 
Mr. Correr. Was that around 300? 
Mr. Larson. Around 300, I would say in each case. The numbe: 
one would be a little more. 
Mr. Correr. 300 producers? 
Mr. Larson. 300 items. 
Mr. Correr. Of somewhat a lesser number of producers, maybe 
250? 
Mr. Larson. I would say about 300 producers. 
Mr. Correr. Would that list correspond, generally, with the State 
PMA list where they have a list of 170,000 as against your 300? 
Mr. Larson. The 170,000 that Mr. Burke spoke of would be on that 
list; yes, sir. 
Mr. Correr. Does that mean that South Dakota has an inordinately 
high percentage of delinquencies as against all your other States? 
Mr. Larson. Ac tually, North Dakota and South Dakota and Minne- 
sota have about the same size loan programs, possibly a little bit 
larger than Montana. The results, therefore, are that North and South 
Dakota have more items on the list than Wisconsin, where we have 
only 15 or 20. We have a very small loan program in Wisconsin. 
Mr. Correr. Did you ever make an analysis to see how many of 
these court cases you referred to were conversion cases where the 
farmer had sold the grain rather than fed it or seeded it? 
Mr. Larson. No, I haven’t made such a breakdown. 
Mr. Correr. Never been broken down that way ? 
Mr. Larson. I never broke them down that way. 
Mr. Correr. Of the cases that you had on that register in the past 
year or 2 years, have you made any criminal referrals on them? 
Mr. Larson. Yes, sir. 
Mr. Correr. Would there be very, very few ? 
Mr. Larson. Actually, there are 5 in the State of South Dakota, 
one of which is the loan originated in Edmunds County. 
Mr. Correr. That is the one where he ran away ? 
Mr. Larson. Yes. He gave us a bad check. He was finally located 
and sent to Leavenworth. I think he is still there. 
Mr. Correr. Mr. Larson, did you ever hear of this Nelson or 
Mr. Larson. Actually, there are five in the State of South Dakota, 
Dakota? 
Mr. Larson. No, sir. 
Mr. Correr. It never even came to your knowledge, even by hearsay ! 
Mr. Larson. Not one word of it. I heard something of it last night. 
Mr. Correr. That is the first you heard of it? 
Mr. Larson. That is the first I heard of it. 
Mr. Correr. That is all the questions I have. 
The Cuarrman. Any further questions? 
Thank you, Mr. Larson. 
Mr. Cole. 
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Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ¢ 

Mr. Core. Yes, sir. 

Mr. Correr. State your full name for the record. 


TESTIMONY OF JAMES A. COLE, DIRECTOR, PMA COMMODITY 
OFFICE, MINNEAPOLIS, MINN. 


Mr. Coie. James A. Cole. 

Mr. Correr. And your address? 

Mr. Cote. Minneapolis, Minn. 

Mr. Correr. Your occupation ? 

Mr. Core. I am the Director of the PMA Commodity Office at 
Minneapolis. 

Mr. Correr. How long have you held that position, sir? 

Mr. Coie. Since 1940. 

Mr. Correr. How long have you been with the Department of Agri- 
culture ¢ 

Mr. Coie. Since 1938. 

Mr. CorTrTer. When did you first have occasion to hear about the 
O'Neill case ? 

Mr. Cote. When Mr. Larson returned from his visit to South Dakota. 

Mr. CorTTer. He reported orally to you / 

Mr. Coie. Yes. 

Mr. Correr. When our investigators first contacted you on their way 
out to South Dakota, did they understand you to say that you had 
never heard of the case, sir? 

\r. COLE. No, I do not think so. They understood correctly, if I 
told them I didn’t know anything about the man’s name, or what it 
was. I didn’t know at that time. But I did tell them I had sent Mr. 
Larson out there to advise on some legal action, some legal angles, 
on an important case. But I didn’t know the man’s case. I didn’t 
even know the county. 

Mr. Correr. Mr. Cole, I want to show you this letter, which is dated 
\pril 17. 151, which is over your signature and is addressed to Mr. 
Frank A. Gallagher, regional attorney, Office of the Solicitor, United 
States Department of Agriculture, Chicago, Il.; is that the Solicitor 
ror your office ¢ 

Mr. Cote. No, sir. That is the Solicitor for the Chicago area—IIli- 
nois and Ohio. 

Mr. Correr. Why would you be writing him on a Wisconsin case ? 

Mr. Coxe. Is it a potato case ? 

Mr. Corrrer. It is Wayne Moore, Columbus, Wis. 

Mr. Core. I think that was a case which happened over there during 
the time that that area was Gallagher’s. 

Mr. Correr. Do you recall the facts of the Moore case, at all? 

Mr. Coir. Not in detail. You should have had Doug Larson about 
that. He was over there. 

Mr. Correr. Is that right? There was apparently a considerable 
amount of correspondence, I only referred to the letter because of 
a statement you make in the letter. 

May I read it? 

Mr. Corr. Yes. 
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Mr. Correr. It reads as follows: 

No payment on any of the five loans has been received in this office. A war 
ing relative to conversion was given to Wayne Moore as early as last Jun 
by a field representative of this office. 

Would that be Mr. Larson ? 

Mr. Coix. Either Mr. Larson or Charles Johnson. 

Mr. Correr (reading) : 

Although it appears that there has been conversion and that conversion co: 
tinues, we prefer that the matter be handled as a civil case unless your offic: 
wishes to make a recommendation for criminal action. There are so mar 
cases of conversion of mortgage collateral in our area that we feel it not o1 
impractical but actually damaging to the farm program to bring criminal act 
ip every case of known conversion. 

Senator Munpr. From who is the letter and to whom is it ad 
dressed ? 

Mr. Correr. It is from Mr. Cole to the Solicitor of the Depart 
ment of Agriculture in Chicago. 

We hope you can proceed to get the file into the hands of the United States 
attorney at an early date, inasmuch as we have been advised that this is the 
only way to make the borrower understand that the corporation must be paid 

Is the conversion situation that bad, Mr. Cole? 

Mr. Coir. We have had some conversions over the area. I do 
not know that they were any worse right there than at any other 
time. 

Mr. Correr. In this case, do you recall any of the facts? 

Mr. Coie. Very vaguely. I think that was settled up in full. I 
think that is another case that was settled up. I believe the criminal 
action is still hanging against that man. 

Mr. Correr. You took criminal action ? 

Mr. Core. We left it up to Gallagher to take any criminal action. 

Mr. Correr. Was this a farmer who had loans outstanding of about 
$23,000 ? 

Mr. Corte. This Wayne Moore? 

Mr. Correr. Yes. 

Was hea farmer? Iam not sure he was a farmer. 

Mr. Coxe. Yes, I think he was. In my office I have many of these 
things come up. I cannot remember the details. 

Mr. Correr. Was he a seed dealer ¢ 

Mr. Coie. Yes, he was. 

Mr. Correr. He was selling the collateral and refusing to turn 
over the proceeds ? 

Mr. Coie. Yes. 

Mr. Correr. Why, in a case like that, would you be so reluctant 
to turn it over for criminal prosecution ? 

Mr. Core. I do not recall the circumstances around that case. | 
suppose we can go over our files and get all the facts for you. 

Senator Munpr. What was the date of the letter? 

Mr. Correr. April 17, 1951. 

We have a summary of the facts here if it would serve the purpos 
to refresh your recollection. 

Mr. Corie. I don’t know. It may, or may not. A lot of stuff gor 
over my desk. I just do not try to carry those details in my head. If 
the committee wants additional information or facts on any particula: 
case, we will be glad to get it for you. 
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Mr. Correr. I was more curious as to your views in connection 
with conversion matters and the seriousness of them and the action to 
be taken onthem. I gather there are relatively few. You can almost 
count them on one hand, the number of cases you do refer. 

Mr. Cone. May I see that letter / 

Mr. Corrrr. Surely. 

(The witness examined the letter.) 

Mr. Coxe. | sually, it shows up here who wrote the letter. Mr 
Larson may have written it. I just cannot recall now the reason for 
that statement in there, because we haven't shown any leniency against 
conversion, although, as has been stated here by practically all the 
witnesses today, it has long been the general policy to get our money 
whenever we can. That has long been the policy of the Department 
of Justice. 

Mr. Correr. You review your own facts with respect to aggravated 

vases as well as cases where there are mitigating circumstances, don’t 
youd 

Mr. Cote. We do. 

Mr. Correr. You are sort of the operator, the prosecutor, and all ? 

Mr. Corie. Just about. 

Senator Munpr. Do you suppose that that letter to the Solicitor in- 
dicating the attitude of the office in charge of South Dakota as well 
as Wisconsin, may have been the reason why the United States Attor- 
ney Flynn did not prosecute or did not call a grand Jury despite the 
fact that a crime known to him had been committed in his juris- 
diction ¢ 

Mr. Coxe. I couldn't say, Senator. This was a Wisconsin case. 

‘Senator Munpr. I understand that. I understood you were writ- 
ng the Solicitor of the Department of Agriculture. 

Mr. Core. This is to Gallagher of the Solicitor’s office in Chicago. 

Senator Munpr. I thought it was the Washington office. He 
wouldn't have jurisdiction ¢ 

Mr. Core. That is right. 

Senator Munpr. One reason this is before our committee is that 
there is an alleged criminal act committed in South Dakota in the 
jurisdiction of the United States attorney and of the State’s at 
torney which continued to go on without any prosecution. Many 
people in the neighborhood were wondering about it. talking about 
it, pressing for action. Finally, the Attorney General testified that 
it was brought to the attention of the United States attorney by him 
ind it is now before a grand jury. I didn’t know that perhaps, if 
the same solicitor were functioning in South Dakota to whom vou 
addressed that letter, he might say the policy was not to prosecute. 

lf the Chicago office had nothing to do with the South Dakota area. 
that would not be a case of point. 

The Cuatrrman. When the case was brought to Mr. Flynn’s atten 
tion, the idea was to have him take steps to collect it. I do not think 
he was given the details of it. It wasn’t left to him whether he 
should prosecute or not. 

Senator Munpr. He apparently was not told who the man was. He 
was told a crime was committed. The money was collected. 

The Cuatrrman. I do not think the records shows. His principal 
function was to be present and be available in case they needed legal 
assistance in order to collect. 
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Senator Munpr. That is all he was asked to do by Mr. Johnson, but 
that doesn’t absolve him of his responsibility. 

The Cuarrman. After the facts came to his attention. 

Senator Munpr. Yes. 

The CuarrmMan. The facts only came out in the last 2 or 3 months, 
February 22. It is possible that Mr. Flynn didn’t know about that 
until the 22d. 

Senator Arken. Which case? 

The Cuarrman. The O'Neill case. 

Senator A1xen. The Attorney General advised me that Mr. O'Neil! 
knew it sometime ago. 

The CuarMan. But it is this year sometime. 

Mr. Correr. You said Mr. O'Neill. Did you mean Mr. Flynn? 

Senator Arken. The Attorney General had taken the matter up 
with the United States district attorney long before that. 

The Cuarmman. Wasn’t it after these hearings were proposed ? 

Senator Arken. Long before that. It was when he could get no 
results, that he made the matter public. 

Senator Munpr. I know the thing long preceded the hearing. It 
was not brought to my attention until after the hearings were pub 
licized and, since I was a member of the committee, I was told that 
there was an instance right in my own State. 

Mr. Correr. Mr. Cole, did you ever hear of this Parker-Rundell 
case ¢ 

Mr. Core. I never did. 

Mr. Correr. It was a South Dakota case. Didn’t you ever hear of 
any case involving some employees of the PMA office who were selling 
bins to themselves ¢ 

Mr. Core. In a vague way, but I never heard the details. 

The Cuarrman. You wouldn’t know, of your own knowledge? 

Mr. Core. No. 

Senator Arken. If you heard of it, wouldn’t you naturally ad- 
Vise— - 

Mr. Core. No. 

Mr. Correr. Wouldn’t you be in line for the information if there 
was anything of a criminal nature that would be involved in it? 

Mr. Cote. I do not know. As has been pointed out to you gentle- 
men here in this hearing, we do not get into the administration and 
the jurisdictional operations of the State and county committees. 
That was a State and county committee proposition and I heard more 
today about this Rundell bin thing than I heard before. 

Mr. Correr. You wouldn't get a record on a violation of that kind ? 

Mr. Coir. No, Mr. Cotter. 

I do not step across State lines. We feel that the business of run 
ning the State’s loan program in the State is that of the State and 
county committees. We do not get into their business and they do 
not get into ours. We have, however, a very fine cooperative work- 
ing relationship with them—all of those State chairmen. 

Senator Ture. Mr. Cole, when do vou get into it. then? 

Mr. Corr. Senator, that has been discussed quite a good deal here 
today. We get into it when the proper referral to our office occurs. 

Senator Tuyr. In other words, someone must lay the facts down 
in your office or present you with the facts before you concern your- 
self with it? 
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Mr. Cote. That is right. 

Senator Arken. Who makes that referral ? 

Mr. Coie. The State committee. 

Senator Arken. But if the State committee itself should happen 
to be involved, it wouldn't be likely to refer a case to you of that nature, 
would it? You do not have any other check at all, except voluntary 
reference. 

Mr. Corte. I do not know. There are three members there. I sup- 
pose any me ‘mber could do it, or one of the other officials in the office, 
if it c aught on fire, and there was something really bad out there, we 
would probably hear about it, but we never had a case like that. 

Senator Arken. But unless they do refer it to you, then you have 
no method by which you do check on them ¢ 

Mr. Coir. No. I guess we wouldn't. 

Senator Munpr. You mean each State committee is a sort of 
autonomy unto itself? There is nobody over it? 

Mr. Core. Yes, there is, Senator Mundt, to this extent, of course: 
We are in pretty close touch with them, you understand, in our work- 
ing relationship, and, of course, they report directly to Washington. 
They have many reports going to Washington all the time and Wash- 
ington has representatives calling on the State committees. They are 
going out there all the time. 

Senator Munpr. That is a direct responsibility, not channeled 
through your office / 

Mr. Core. Direct responsibility to Washington by the State com 
mittees. 

Mr. Correr. We would like to touch, generally, on the warehor 
conversion situation while we have you here. 

Mr. Core. All right, Mr. Cotter. 

Mr. Correr. You might generally tell us what it is up in your area 

Mr. Coie. Well, generally, up in that area, as you have heard here 
and not to be repetitive any more than is ne« essary, when the take-over 
time comes, the biggest time was on April 3 0 and all of that grair 
goes into these warehouses, up until that time, the jurisdictional re 
sponsibilities are that of the State and county committees. Whe 
they deliver this grain into warehouses and warehouse receipts 
issued, then it comes into my jurisdiction and I have management 
sponsibility in the five States, then, for what we call inve ntory ma 
agement. We take over all those crops up there in your State, 
your State. 

Mr. Correr. How many bushels did you have during 1950 and 
of the various grains? 

Mr. Coie. Approximately 150 million bushels. 

Mr. Correr. How many warehouses? 

Mr. Coir. About 1,000. 

Mr. Correr. Do you have that many warehouses ? 

Mr. Corr. Yes. 

Mr. Correr. Go ahead, sir. 

Mr. Core. Then we take over all that inventory in our off 
construct what we call our operating inventory. It is in all 
warehouses. All of these warehouses are what is termed as an 
warehouses. For instance, | producer cannot get a loan on | re 
house receipts unless he deposits his grain in what we call a1 
warehouse. 
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Those approvee warehouses are under a contract with us known 
as the Uniform Grain Storage Agreement. They all must have that 
They are responsible to the Commodity Credit Corporation for deliy 
ery of the grain, kind and quantity as shown on their warehouse 
receipts. 

Further, all these warehouses are licensed and bonded to the State 
as public warehousemen. When they take over the agreement with 
the Government, which is the Uniform Grain Storage Agreement, 
they have another obligation and, if they do not have enough bond 
under the State, we call on them for more bond. We try to see that 
in our area they have sufficient bond to cover their outstanding storage 
liability. 

Mr. Correr. Do all your States have strong warehouse laws? 

Mr. Core. Yes, they do. Up in the Northwest, as the two Senators 
over here, I think, know—— 

Mr. Correr. Do they require inspection ? 

Mr. Core. Yes, they do. We have good laws. It is a very happy 
occasion for me to tell you today that we have never lost a dollar in 
our area through warehousing operations. We have conversions and 
we have shortages in our area even under those good laws, but we 
haven't lost a dollar so far. We have been able to recover every dollar 
of conversion or shortage since the inception of the office. 

Mr. Corrrer. How long has that office been operating ¢ 

Mr. Core. Since 1938. 

The Cuarrman. What did you do in the cases where there were 
conversions ¢ 

Mr. Coxe. In those cases where there was conversion, we would im- 
mediately check that house. I would immediately send one of our 
investigators out there or we would have C. and I. go out and im- 
mediately check the house, and we found one of the best tools that we 
had for a quick recovery is immediate action, just as soon as we know 
about it, getting out there and getting on it. If he is short, he either 
pays us the difference or he delivers grain. 

The Cuarrman. In known cases, do you recommend them for prose 
cution ? 

Mr. Core. Yes; we do. 

The Cuarrman. Have any been prosecuted ? 

Mr. Cote. No; they haven’t. There are 14 cases up now for prose- 
cution. 

The Cuarrman. To whom do you make your recommendations? 

Mr. Cote. To the Solicitor’s office. 

The Cuatrrman. That is an office connected—— 

Mr. Core. In my area, St. Paul. 

The Cuarrman. What does he do? He doesn’t prosecute himself? 

Mr. Cote. No. Then he decides whether there is criminal action 
needed and he refers it to the United States attorney for action. 

The Cuatrman. In the district where it is located ? 

Mr. Corr. Yes. In all five States in my area. 

The Cuarrman. To what extent have you put into practice the idea 
that is expressed in the letter referred to by Mr. Cotter on April 17! 

Mr. Coie. That we prefer civil action to criminal? 

The CuarrmMan. Yes; you had reference here to the farm program. 
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Mr. Coxe. I had general reference to the whole operation up there. 
But the procedure now with reference to referral has been changed 
a little. 

Mr. Correr. It has been changed since this vear. 

Mr. Coxe. That is right, since this year. Now when we send a case 
to the Solicitor, it is up to the Solicitor to make the decision whether 
he refers that for civil or criminal action or both. 

Mr. Correr. Before that who did it? 

Mr. Corr. Before that, if I recall, I think it went to Washington 
and the Solicitor there made that decision. 

Senator Arken. You mean to the Solicitor in the Department ? 

Mr. Cour. Yes. 

Mr. Correr. Actually you did it in your own shop. It didn’t go to 
Washington unless you felt you wanted to send it there. 

Mr. Core. I think in every case of criminal action it had to go to 
Washington. 

The CHatrmMan. You had to make that determination ? 

Mr. Coie. Yes. 

Senator Arken. What date did this change take place in the matter 
of referrals ¢ 

Mr. Core. Pretty recently, 3 or 4 months ago. 

Mr. Correr. It was this year? 

Mr. Coxe. Since January 1. 

The Cuamrman. But that is only as to referral. 

Mr. Coie. That is right. 

The Cuatrman. The reason why you do not follow that procedure 
is because of the time wasted. It could be done in the field just as 
well. 

Mr. Corte. That is right. I do not think it was brought out here 
that on these referrals the State committee can refer them just as 
wellas wecan. They can refer them, too, if they want to. 

The Cuairman. You mean of known conversion / 

Mr. Coie. Yes: and, as a practical matter, they send them usually 
to our office and we know about them. 

The Cuatrman. You say this is of recent origin? 

Mr. Cote. Yes; since January 1, sometime in January. 

The Cuatrman. Would you say it was since the Congress decided 
to look into the matter, or was it before ¢ 

Mr. Core. I couldn’t say. 

Senator Munpr. Is thisa fair statement of your division of responsi- 
bility? In cases of warehousemen you make these referrals and recom- 
mendations from your Minneapolis office. In the case of the indi- 
vidual farmer, as in the O'Neill case, which we were discussing today, 
that responsibility rests with the State committee rather than your 
office. 

Mr. Coie. That is correct. But the State committee can refer it 
through my. office. 

Senator Munpr. But where it is initiated in the case of the indi- 
vidual farmer, it has to be with the State committee ? 

Mr. Core. Yes; it does. It initiates generally with the county 
committee. 

Senator Munpr. When the county committee is involved. then, it 
becomes the responsibility of the State committee ¢ 

Mr. Coir. That is right. 
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Senator Munpr. Then they initiate it through your office and then 
it follows the same chain of referral as the warehouse case ? 

Mr. Core. That is right. 

Senator Munpr. In the warehouse case both the State committee 
and yourself are responsible, but you worked out a cooperative ar 
rangement whereby you initiate cases for the warehousemen ¢ 

Mr. Coir. That is right. 

Mr. Correr. I would like to follow this conversion of warehouses. 
I do not think we have as clear a picture as we might, Mr. Cole. 

Did you refer a lot of cases for criminal prosecution prior to this 
year on warehousemen ? 

Mr. Coie. No; we haven't. 

Mr. Correr. Then these referrals have just been primarily since 
this new procedure has been in effect. 

Mr. Core. I think that is about right. 

Mr. Correr. And if you had a conversion prior to that time and 
got your money, the chances were you didn’t refer it. 

Mr. Core. The chances were we didn’t. 

Mr. Correr. The chances are you did not have the converter investi 
gated. I mean make a complete investigation. 

Mr. Cote. Yes; we did. We have C. and I. investigate the so- 
called flax cases. That was in 1949. 

Mr. Correr. Yes; but that was a series of 14 cases that hit you all 
at once, and you had to take some action. 

Mr. Core. That is right. 

Mr. Correr. I think you did refer those cases. 

Mr. Coie. I went to Washington with those cases. 

Mr. Correr. I am talking about the usual warehouse case conver- 
sion. ‘The guilty party comes in and pays up. Don’t you call every- 
thing off at that stage, as long as you have your money ‘ 

Mr. Core. I will tell you that we haven't had m: iny up there. The 
flax cases in 1949, if you are familiar with those, as you say, they 
were something that hit us pretty strongly, and I went to Washington 
myself on those cases. We had them be fore the Solicitor and in for 
hearings, the House hearings. Those flax cases were written up 
entirely in my office, and in my letters to Washington we recommend 
criminal prosecution. 

Mr. Correr. I am talking about the individual conversion case 
where the man pays right up. You more or less used to stop action 
right there, didn’t you? 

Mr. Core. I do not like to say we did. We may have. 

Mr. Correr. What I am getting at is this: Isn’t it conceivable 
you were satisfied to get your money, and you called off any investi 
gation where, as a matter of fact, the warehouseman may have con- 
verted and traded in grain and made substantial profits on his con- 
version / 

Mr. Cote. He may have done that, Mr. Cotter, but I cannot recall. 

Mr. Correr. You wouldn’t know if you never looked into it. 

Mr. Core. I wouldn’t know. I do not know today whether a ware- 
howlseman is converting our grain and selling it, if I am not at the 
elevator. How does a bank pre sident know what a teller is doing in a 
bank? You do not know if a man is going to be crooked. If he 1s 
going to be crooked, he is going to be crooked. 
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Mr. Correr. Are you making some test audits to see what the situa- 
tion is? 

Mr. Cote. Yes. We are making those more or less all the time. 

Mr. Correr. How many audits have you made to determine short 
positions in your area ¢ 

Mr. Coxe. Possibly 25 or 30 for this year. We are just starting 
on it this year. 

Mr. Correr. Did you make 25 to 30 last year, or is this a new 
procedure ¢ 

Mr. Coxe. This is a little new this year, because under our Office 
of Audit they are making some of these checks, but I think we made 
as many last year ourselves. We are always checking those fellows. 

Mr. Correr. You have about 4,000 warehouses, you said ¢ 

Mr. Core. Yes. 

Mr. Correr. Do you feel that a check of 25 is a representative 
specimen ¢ 

Mr. Core. No. 

Mr. Correr. Actually of the 25 that you audit you generally have 
information that they are delinquent, or there is some rumor in the 
trade about them ? 

Mr. Core. That is right. 

Mr. Correr. They are not representative at all? 

Mr. Core. No. 

The reason I say that the 25 inspections is not a fair test or is not 
enough for adequate protection is that, after all, we operate in 
budget limitations and we do not have the money to send the people 
out to inspect all these warehouses. 

The Cuatrman. Don’t you have to depend also on the State laws? 

Mr. Coir. Yes: we do. In our area the State has quite a policing 
edge. All these houses are licensed and bonded by the State. They 
are sending men around all the time. Minnesota has four, South 
Dakota has three or four. They are going around all the time. 

The CHarkMan. Do you get reports from them if they get suspicious 
of any conversion shortages? Do you get any leads from them? 

Mr. Coir. No, I do not think we do; I cannot recall that we ever 
got one. No, I cannot: but I think it has a good deterrent action. 

The Cuarrman. Where do you get your leads‘ You say you be- 
come suspicious, get a lead from some source. 

Mr. Coie. We might get it from a county committeeman. They are 
out there all the time. From a competitor. 

Mr. Correr. Slow loading orders? 

Mr. Corz. That is right. If we send a loading order and we do not 
get a response, we become suspicious of that fellow. 

The Cuatrman. Within what space of time? 

Mr. Coxe. 15 to 20 days. 

The CuarrmMan. Does he notify you immediately, or do you have to 
check ? jie 

Mr. Coir. Not always. We have to check. 

Mr. Correr. Mr. Cole, let’s have your opinion as to the advisability 
of conducting more audits. Would you think it would be advisable 
to audit a larger percentage of the warehouses for short positions? 

Mr. Corx. Mr. Cotter, I have been in this business all my life and I 
am of the opinion, if a man is going to be crooked, he is going to be 
crooked. I think, however, that more inspections would be a greater 
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deterrent in accordance with the volume of inspections, but I say, if 
you had enough inspectors to inspect 4,000 warehouses to make it worth 
while, the cost would be way in excess of any of these shortages we 
would have. 

Mr. Correr. Would there be any happy medium that would be the 
ideal situation, in your opinion. 

Mr. Core. There might be, I don’t know. 

Mr. Correr. Would a strong enforcement policy have any deterrent 
effect, do you feel ¢ 

Mr. Cote. What kind of enforcement policy ? 

Mr. Correr. An enforcement policy which would refer these cases, 
and where the individual cases would be investigated and studied, so 
that the aggravated case would be prosecuted. 

Mr. Coie. We took pretty good action on the flax cases. They know 
that we will take action. 

Mr. Correr. That was purely civil action. You made them pay up. 

Mr. Cote. Yes; we made them pay up. We canceled their agree- 
ments. If you had been around my office during those weeks, they 
were lined up begging us to reinstate those agreements because those 
agreements represent 50 to 60 percent of their business. We just about 
put them out of business. We canceled the agreements; we refused to 
pay storage on grain they said they had. We took $60,000 in profit 
they made on our flax and we recommended criminal prosecution. 

Mr. Correr. You have reinstated them since, I understand. 

Mr. Core. Yes, we have. 

Mr. Correr. I do not think I quite got an answer to my question; 
I do not want to belabor it. Do you feel a strong enforcement of 
criminal prosecution policy would act as a deterrent effect on those 
conversion cases ? 

Mr. Corr. I would say it would help, but what some of these ware- 
houses are doing in these States is permitted by law in commercial 
practice, just so long as they have a bond. 

Mr. Correr. It certainly isn’t permitted by the uniform grain stor- 
age agreement, and it isn’t permitted by the Federal law. It is a 
crime; isn’t it? 

Mr. Core. It is permitted by State law. 

Mr. Correr. It isn’t permitted by Federal law. 

Mr. Cote. But we do not operate under Federal law. 

Mr. Correr. Don’t you? 

Mr. Coie. Where they are State warehouses. 

Mr. Correr. I do not want to get into any legal argument with you, 
but, if a warehouseman submits himself to a uniform grain storage 
agreement, and the provisions thereof, and there is a criminal provision 
in your Commodity Credit Corporation charter, then, if he violates 
that agreement, he makes false claims—— 

Mr. Core. He has a Federal contract, but he is not operating a 
Federal warehouse. 

Mr. Correr. I think your Solicitor will tell you he is guilty of a 
Federal crime. 

Mr. Coir. Maybe he will tell me that. He handles more free or 
public grain than Government grain at times, and he is still operating 
as a State warehouse. 
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Mr. Correr. But he has warehouse receipts out for his grain. 

Mr. Cote. That is right. 

Mr. Correr. You are only concerned if he is short in quantity and 
quality of grain represented by your receipts. Do your States permit 
a warehouseman to be short in quantity in any of his warehouse 
receipts ¢ 

Mr. Cote. Those State laws permit him to ship that grain as long 
as he has bonds to cover all of his warehouse receipt li: ibility. 

Senator Tuyr. You mean grain that has been consigned to that 
warehouse under a Commodity loan and that he has actually agreed 
with the Commodity Credit that he is going to store so many bushels 
of grain in that warehouse and that you are paying him so much a 
bushel for the storage of that grain inthe warehouse. It doesn’t make 
any difference whether his warehouse is empty, just as long as he 
has a bond? Are we to understand that is your statement ! 

Mr. Core. I should say not. That is not the statement. 

Senator Tuyer. I do not follow you, Mr. Cole, because you say as 
long as he has a bond, then it doesn’t make any difference about the 
grain. 

Mr. Corr. I am saying he has to have a bond in your State of 
Minnesota. He has to have a bond covering his entire storage liability. 
His entire liability for storage must be covered by a bond that covers 
all his warehouse receipts, which he has outstanding. That bond will 
protect those warehouse receipts under the uniform grain storage 
agreement, but we say, irrespective of the State law, he must at all 
times hold enough grain in his warehouse to equal the Government 
warehouse receipts. 

Senator Ture. That would be my understanding, because, if this 
man has 50,000 bushels and he has a contract with Commodity Credit 
for 25,000 bushels and you are paying him so much a bushel to store 
25,000 bushels of grain in that warehouse he must have 20,000 bushels 
of grain in that warehouse, regardless of what bond he has, because 
you are paying him so much a bushel to store that grain. 

Mr. Cote. That is our picture exactly. That is what I have said 
here. 

The CHarman. That is what you meant. 

Senator Ture. You didn’t state it in a manner that I could under- 
stand it. 

Mr. Coxe. I am sorry. 

Senator Arken. Didn’t I understand you to say that you sent a 
South Dakota farmer to Leavenworth ? 

Mr. Coin. Yes, we did. : 

Senator Arken. Did you send him there under a State law? 

Mr. Core. Under Federal law. 

Senator Arken. If you can send a farmer to Leavenworth under 
State law, you certainly can send a warehouseman there under Federal 
law. 

Mr. Core. I think we could. 

Senator Arken. I think we have had testimony from other regions 
that the Federal law would apply, haven’t we, Mr. Chairman? 

The CHarrman. Yes. 

Mr. Core. I think we could prosecute him, possibly, under Federal 
law, because he is under a Federal contract in conjunction with his 
State license. 
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Senator Arxen. That is right. When he signs a Federal contract, 
he realizes he is liable to Federal law. 

Mr. Cote. Sure he does, but he still operates and does a big business 
under State law. When he signs a Federal contract, that doesn’t mean 
he is an absolute Federal warehouse. 

Senator Aiken. That doesn’t mean he is absolved from State law. 

Mr. Core. That is true. 

The Cuarrman. Any further questions? 

Is Mr. Wales here? 

Well, that seems to be all for today. 

We were to proceed tomorrow on another case, but because of prep- 
aration and a little more work needed, particularly with reference to 
these bin cases, Mr. Cotter suggested, since it requires more informa- 
tion and study, that we recess until further orders from the Chair, or 
the committee as a whole. 

Without objection, we will stand in recess until further orders from 
the chairman or the committee as a whole. 

(At 4:55 p. m., the committee stood in recess, subject to the call of 
the Chair.) 
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Unrrep Srates SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:05 a. m., in Room 
324, Senate Office Building, Senator Allen J. Ellender (chairman), 
presiding. 

Present: Senators Ellender (chairman), Johnston (South Caro- 
lina), Aiken, Young and Thye. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The CHairman. The committee will please come to order. 

The committee is going to resume hearings on the so-called grain 
shortage cases. 

Our chief investigator felt it wise to select six commercial ware- 
houses wherein there have been grain shortages. This selection is 
made in order to have it spread around the territory as well as pos- 
sible, and various warelhousemen have been subpenaed. 

With respect to these cases, our investigators have made a study 
of the situation as to all of these warehousemen, and we are going to 
start this morning with the so-called Tanner’s Inc. case of New Mexico 
and Colorado. 

During the day we propose to go into several other cases. The 
six that have been selected are listed as follows, in addition to the 
Tanner’s, Inc. 

The next will be the Page Milling Company of Luray, Va. 

The third will be Walton & Case Elevator, of Richmond, Ohio. 

The next will be Walton & Myers, of Upper Sandusky, Ohio. 

And witnesses for the Sycamore Milling & Supply Warehouse at 
Sycamore, Ohio, will also be heard. 

In all of those cases just mentioned, that is, the Tanner’s case, the 
Page Milling, Walton & Case Elevator, Walton & Myers, and Syca- 
more Milling & Supply Warehouse, the defendants have entered pleas 
of nolo contendere. 

The next type of cases are those in which there have been trials, 
and in some cases there have been some convictions. In others the 
trials are still pending. 

In that category are the Plains Grain Co. of Ft. Worth, Tex., in- 
volving Mr. Herman Dawson, who has been tried and convicted and 
his case is now on appeal. 

In the case of the Henderson Grain & Feed Co. of Farwell, Tex., 
Mr. C. M. Henderson has been indicted and his case is to be tried in 
June. 
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Then the last we have is the Garden Grain & Seed Co., Inc., of 
Garden City, Kans. This is a companion case to the Henderson case. 
There is no Federal indictment as yet, but State indictments are pend- 
ing against Henderson and other principals of the Garden Grain 
Co. 

I wish to state to all of the witnesses that we have summoned here 
today that we hope that they will cooperate with us in giving us the 
facts, and if entiiished any of the questions asked of them would in 
any manner incriminate them personally I do not believe that they 
should be forced to answer. 

Now I understand that one or two of the persons indicated have 
their lawyers with them. Speaking for myself, and I am sure for 
the rest of the committee, there will not be any objection to having 
the lawyer of these witnesses sit next to them, so that they can protect 
their legal rights. 

All right, the first. Mr. Cotter, is the Tanner’s case. 

Mr. Correr. Mr. Harold Tanner. 

The CuarrMan. Raise your right hand. You do solemnly swear 
to tell the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Tanner. I do. 


TESTIMONY OF HAROLD DONALD TANNER, CORTEZ, COLO. 


The Cuarmman. All right, Mr. Tanner, will you give your name in 
full for the record ? 

Mr. Tanner. Harold Donald Tanner. 

The Cuatrman. Where do you reside, sir? 


Mr. Tanner. Cortez, Colo. 

The Cuairman. What is your present business? 

Mr. Tanner. I am a truck driver. 

The CuarrmMan. Have you engaged in the handling of grain in the 
past ‘ 

Mr. Tanner. Yes. 

The Cuarman. Mr. Cotter. 

Mr. Correr. You know what your constitutional rights are. You 
have had counsel, have you not? 

Mr. Tanner. Yes. 

Mr. Correr. Did you have a group of warehouses in New Mexico 
and Colorado, Mr. Tanner? 

Mr. Tanner. Yes, I had four warehouses in Colorado. 

Mr. Correr. Will you speak just a little louder? 

Mr. Tanner. Four warehouses in Colorado and one in New Mexico. 

Mr. Correr. And where was the location of these warehouses? 

Mr. Tanner. Dove Creek, Cahone, Pleasant View, Cortez, Colo.. 
and the one at Gallup, N. Mex. 

Mr. Correr. How long have you had these warehouses? 

Mr. Tanner. I started acquiring them in 1943. The first was the 
Cortez warehouse. And then in 1948 I acquired the other warehouses. 

Mr. Correr. Were they large warehouses? 

Mr. Tanner. The Dove Creek elevator and the Gallup warehouse 
were large warehouses, yes. 

Mr. Correr. Did you store anything but beans in them ? 

Mr. Tanner. I stored wheat, also. 
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Mr. Correr. They were elevator-type warehouses ? 

Mr. Tanner. One at Dove Creek was a quarter of a million bushel 
elevator-type, and the rest of it flat storage. 

Mr. Correr. During the period of time that you had these bean 
contracts or storage contracts with the Commodity Credit Corpora- 
‘tion, did you also store other grain? 

Mr. Tanner. Just wheat and beans is all. 

Mr. Correr. Did you ever have a uniform grain storage agreement 
with Commodity Credit Corporation on grain? 

Mr. Tanner. Yes. 

Mr. Correr. When did you enter into these dry edible bean and pea 
agreements with the ¢ ‘ommodity Credit Corporation ¢ 

Mr. Tanner. 1948. 

Mr. Correr. Is that the first year of the support price, as you 
recall ? 

Mr. Tanner. Yes. 

Mr. Correr. That would be for the 1948 crop or the 1947 crop? 

Mr. Tanner. The 1948 crop. 

Mr. Corrrer. You entered into the agreements to take beans first, 
under loan ¢ 

Mr. Tanner. Yes. 

Mr. Correr. And then you continued to store them when they were 
taken over by the Commodity Credit Corporation ¢ 

Mr. Tanner. Yes. 

Mr. Correr. And when did you start to actually store them for the 
Commodity Credit Corporation ? 

Mr. Tanner. You say when? 

Mr. Correr. Yes. 

Mr. Tanner. Which storage agreement do you mean? 

Mr. Correr. I mean you had a series of storage agreements, did 
you not? 

Mr. Tanner. Yes. 

Mr. Correr. When did you first actually start to store beans for the 
Commodity Credit Corporation under these agreements? 

Mr. Tanner. Well, that would be in May of 1949. 

Mr. Corrrer. Did you take over a sizeable inventory at that time? 

Mr. Tanner. Yes; approximately 144,000 bags. 

Mr. Corrrr. That is 144,000 hundredweight ? 

Mr. Tanner. Yes. 

Mr. Correr. How much money would that represent, roughly ? 

Mr. Tanner. Oh, I think the support price at that time was around 
‘8 a bag. 

Mr. Correr. And then from time to time was that inventory in- 
creased ? 

Mr. Tanner. It was increased in May of 1950 another—I cannot 
remember the exact figure, around 44 to 45 thousand bags. 

Mr. Correr. So at the peak period you had approximately 190,000 
hundredweight. 

Mr. Tanner. Yes. 

Mr. Correr. With whom you enter into these storage agreements— 
with what officers of the Commodity Credit were these agreements 
made ? 

Mr. Tanner. I started with the Kansas City office, and then at the 
time I started they transferred the beans to the Gallup warehouse, and 
then they transferred me down to the office at Dallas. 
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Mr. Correr. Did you sign a contract with both the Dallas office 
and the Kansas City office before you were through ? 

Mr. Tanner. No; just with the Dallas office. 

Mr. Correr. You mean you started out with Kansas City, but you 
finished up with Dallas, is that right? 

Mr. Tanner. That is right. 

Mr. Correr. Were there no storage contracts which the Kansas City 
office continued to administer throughout the period from 1949 or 
1948 on? 

Mr. Tanner. No, not on beans; no. 

Mr. Correr. Did you have a wheat agreement with Kansas City 
that they continued to administer? ; 

Mr. Tanner. We had one agreement with the Dove Creek elevator. 

Mr. Correr. Is the wheat al] shipped out of that elevator? 

Mr. Tanner. Yes. 

Mr. Correr. Were you short in any respect in that? 

Mr. Tanner. No. 

Mr. Correr. You mentioned the fact that the ultimate destination 
of these beans was Gallup, N. Mex. Actually did they ever go—you 
had them in Colorado and New Mexico? 

Mr. Tanner. We have most of the beans in Colorado. They origi- 
nate in Colorado. 

‘ Mr. Correr. Where did your warehouse receipts show that the 
beans were? 

Mr. Tanner. Well, the warehouse receipts that I issued showed 
the beans to be delivered to Gallup, N. Mex. You see, in the Cortez 
we have no railroad out of that area. Gallup was our main shipping 
point and our large storage point was at Gallup. And we were to 
transfer these beans from our Colorado warehouse by truck to Gallup, 
N. Mex. And there was no time involved; that is, we had no delivery 
date for the beans to go to Gallup. We were just to get thém down 
there as quick as possible. 

Mr. Correr. Did not the warehouse receipts reflect that the beans 
were stored in the Gallup storehouse ¢ 

Mr. Tanner. Yes; they reflected that they were to be delivered 
there. 

Mr. Correr. But you had an oral agreement with the Commodity 
Credit Corporation—they understood that they were not stored there / 

Mr. Tanner. Yes. 

Mr. Correr. But that you were to haul them down there? 

Mr. Tanner. That is right. 

Mr. Correr. How long a period did that oral understanding cover? 

Mr. Tanner. Well, there was no definite date set on it, because—— 

Mr. Corrrr. Was there any follow-up on it? 

Mr. Tanner. None whatsoever. 

Mr. Correr. You never were pressed to bring the beans to one place 
or to have the beans where the warehouse receipts reflected they were / 

Mr. Tanner. Would you state that again, please ? 

Mr. Correr. Will you read the question ? 

(The question was read by the reporter.) 

Mr. Tanner. No. 

Mr. Correr. Were you not under the Warehouse Act ? 

Mr. Tanner. Yes. 





STORAGE AND PROCESSING ACTIVITIES OF CCC 641 


Mr. Correr. A licensed warehouseman ¢ 

Mr. Tanner. Yes. 

Mr. Correr. For what periods were the licenses 

Mr. Tanner. I started with the Federal warehouse people in 1944, 
and continued from that time on, until—— 

Mr. Correr. On all of your warehouses ¢ 

Mr. Tanner. Yes. 

Mr. Correr. I do not think our records reflect that. 

Mr. Tanner. All of—I mean, if you have a warehouse agreement 
with the Federal warehouse people, you have to have all of your ware- 
houses licensed under Federal. 

Mr. Correr. At all times you were licensed ¢ 

Mr. Tanner. Under Federal warehouse. 

Mr. Correr. Under Federal # 

Mr. Tanner. Yes. 

Mr. Correr. Were there not times when you failed to pay your bond 
and you were suspended in certain of your warehouses ¢ 

Mr. Tanner. I never was suspended until the tail end of the agree- 
ment. That was in May of 1950. I asked that my license be canceled, 
my Federal license be canceled, and they never canceled it until 
November of 1950. 

The Cuarman. Why did you make that request? 

Mr. Tanner. Well, in order to handle Commodity Credit Corpora- 
tion beans, we could not operate under the Federal warehouse system 
in our area. For instance, under the Federal warehouse system you 
cannot move beans from one station to another without canceling the 
warehouse receipts. And, therefore, we could not move our beans 
down to Gallup without canceling our Federal warehouse receipts. 
So we had to cancel those receipts and reissue a form we had of the 
Rocky Mountain warehouse receipt. And so we canceled our Federal 
and moved our beans to Gallup. Then after we got them at Gallup we 
were supposed to issue nonnegotiable Federal warehouse receipts 
which we did not have. 

We ordered those, and we never got them for about 2 years after we 
ordered them. 

Mr. Correr. But if your original warehouse receipts reflect that 
your beans were stored at Gallup, and they actually were not, then why 
would you have to cancel the receipt to bring the beans to Gallup? 

Mr. Tanner. Our original warehouse receipts that we issued to the 
grower on our 1948 crop beans which were turned over to the Com- 
modity Credit Corporation in May of 1949, we had to cancel the grower 
receipt, and in lieu of the grower receipt issued the Rocky Mountain 
warehouse receipt for two reasons: 

One reason was to move the beans to Gallup: the other reason was 
to cancel our insurance on those warehouse receipts, because the type 
of receipt that we had issued to the grower called for insurance, and 
after they were turned over to the Commodity Credit Corporation, 
the Commodity Credit Corporation absorbed their own insurance. 

Mr. Corrrer. But, Mr. Tanner, the warehouse receipts that you had 
issued to the grower would be automatically canceled when the beans 
were picked up by the Commodity Credit Corporation, would they 
not’ Then you would issue, as you did, this series of receipts to the 
Commodity Credit Corporation which reflected the beans to be in 
Gallup. 
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Did you have two sets of receipts at one time, one to the grower. and 
one to the Commodity Credit Corporation ? 

Mr. Tanner. No. As the Federal warehouse receipts come in to our 
local bank, which were sent in by the Commodity Credit Corporation, 
we would issue the Rocky Mountain receipts in lieu of those. 

Mr. Correr. Well, then, you had two sets of warehouse receipts ? 

Mr. Tanner. That is right. 

Mr. Correr. You had one set reflecting beans in Gallup, N. Mex., 
and Rocky Mountain State warehouse receipts on the same beans, 
would that not be true? 

Mr. Tanner. Well, no, because the Federal warehouse receipts were 
sent in to our local bank by the Commodity Credit Corporation 
officials, and then I would, in turn, cancel those Federal warehouse 
receipts and issue in lieu of them Rocky Mountain warehouse receipts. 

Mr. Correr. But this was not when the beans were taken over 
was it? 

Mr. Tanner. That is when the beans were taken over by the Com- 
modity Credit Corporation. 

Mr. Correr. How is it that you got a group of warehouse receipts, 
or practically all of your United States warehouse receipts, issued 
showing Gallup, N. Mex. / 

Mr. Tanner. Well, under our original—we made an agreement with 
the Commodity Credit Corporation on the original beans that were 
taken over. You see, our warehouses are all up the railroad, except 
the Gallup warehouse. 

In Colorado, where we took over beans we were to guarantee that 
the Commodity Credit Corporation, in case they took over the beans, 
to deliver them to some railroad, and because of our warehouse in 
Gallup, we issued our receipts to be delivered to Gallup, N. Mex., and 
the grower would pay us the processing charges and the delivery 
charges to Gallup, N. Mex. 

At Gallup, you see, you have a loan program that some areas are 
higher than other areas. So the grower would pay us our bags clean 
ing, processing charges, and freight to Gallup, N. Mex. That is what 
we issued on the warehouse receipt. That was our original contract. 

And in 1948, a vear later, they came out with the ruling that we 
could not do that. The beans had to be delivered at Dolores, Colo., 
which was the only railroad station we had in that area, which is a 
narrow-gage railroad. 

Senator Younc. Mr. Chairman, may I be excused, so that I can 
attend hearings over in the appropriations this morning’ I am 
afraid I will be absent much of this week for that reason. 

The Cuarrman. Is that on Interior? If so, take care of my inter- 
ests there, too. 

Senator Youne. I certainly will. 

The Cuarman. I ought to be there, too. 

Proceed, Mr. Cotter. 

Mr. Correr. Mr. Tanner, it sounds to me as if you had two sets of 
warehouse receipts. Actually, you should not have had warehouse 
receipts showing beans at Gallup, N. Mex., unless they were there, is 
that not correct ? 

Mr. Tanner. Well, I had a notation on the bottom of the receipt, 
to be delivered, Gallup, N. Mex. 
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Mr. Correr. Yes, but these Gallup, N. Mex., receipts, were they not 
outstanding for a 2- or 3-year period ¢ 

Mr. Tanner. Yes, there were 2-year periods. 

Mr. Correr. The beans were never delivered, were they / 

Mr. Tanner. Not all of them: no. 

Mr. Correr. Did you have inspections by the United States under 
the United States Warehouse Act ? 

Mr. Tanner. Under the Federal, United States Warehouse Act? 

Mr. Correr. Yes. 

Mr. Tanner. We had periodic inspections. 

Mr. Correr. How many times were you inspected by the United 
States Warehouse Act inspectors ? 

Mr. Tanner. From two to three times a year. 

Mr. Correr. And did they come in and give you a weigh-up and 
match your warehouse receipts / 

Mr. Tanner. They had no record of the Rocky Mountain ware- 
house receipts, and did not ask us for copies of them or anything. 
They would merely ask us how many beans we had at Gallup, N. Mex., 
for the Commodity Credit Corporation, end we would tell them, and 
that was all that was said about it. 

Mr. Correr. Is that all that the inspection amounted to? 

Mr. Tanner. That was all the inspection amounted to, so far as 
the Commodity Credit Corporation Was concerned. 

Mr. Correr. | am talking about the United States Warehouse Act 
inspectors. 

Mr. Tanner. I am talking about the United States warehouse 
boys—they did not care—did not seem to care about the beans that 
the Commodity Credit had in our houses. 

Mr. Correr. Were your houses being inspected by the Commodity 
Credit Corporation ¢ 

Mr. Tanner. Once ina while we'd get inspections by the Commodity 
Credit Corporation, but not very often. 

Senator Tyr. Might I ask there, what type of inspection did the 
Commodity Credit Corporation conduct ¢ 

Mr. Tanner. They just merely come in and counted all of the 
beans in our warehouses and took that fieure down. 

Senator THYE. | hid they take that from your bn 0k records, or would 
they vo out and look at the bags of beans? 

Mr. TANNER. They would go out and look at the bags of beans. 
count them in there. 

Senator Tryr. So that the Commodity Credit Corporation would 
count the bags of beans? 

Mr. Tanner. Yes. 

Senator Tuyr. How could you have a shortage and they not find 
it in their count ¢ , 

Mr. TANNER. Well they knew—you see, the Commodity Credit 
Corporation just came to our Gallup warehouses. We had no Com- 
modity Credit Corporation inspection of our Colorado—— 

Senator Tnyr. You told them that you had beans in another ware- 
house ? 

Mr. Tanner. Yes, that is right, to move them down from Colorado. 

Senator Ture. You did not have the beans there ? 

Mr. Tanner. Yes. 
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Senator Arken. They never checked on the Colorado warehouse ? 

Mr. Tanner. No. 

Mr. Correr. Although they were also United States warehouse 
men ¢ 

Mr. Tanner. Yes. 

The Cuamman. Would you say that it depended on the Federal! 
inspection to which you have just referred ¢ 

Mr. Tanner. Would the Commodity Credit Corporation depend 
on them ¢ 

The CuarrMan. Yes. 

Mr. Tanner. I would not know whether they did or not. 

The Cuamman. There was Federal inspection as you have just 
indicated ¢ 

Mr. Tanner. Yes, right. 

The Cuarrman. Was there Federal inspection of the beans that 
were outside Colorado as well as in the Colorado warehouse ? 

Mr. Tanner. It was Federal inspection on all of our houses, 

The Cuarrman. All of them / 

Mr. Tanner. All of them, but the Commodity Credit Corporation 
only inspected the Gallup warehouse. 

Senator Jounson. Do you know whether or not the Commodity 
Credit Corporation furnished their inspection over to the Govern- 
ment, and the Government furnished it to the Commodity Credit Cor- 
poration, that is, their inspection ¢ 

Mr. Tanner. Well, I think—— 

Senator Jounson. That is, the results of it? 

Mr. Tanner. Finally, I think the Commodity Credit Corporation 
got some employees of the Federal warehouse people and they started 
inspecting for them at a later period. 

Mr. Corrrer. The Commodity Credit Corporation people were only 
inspecting at Gallup because they thought that the beans were in 
Gallup and their warehouse receipts showed Gallup, is that not 
correct ¢ 

Mr. Tanner. Their warehouse receipts showed. 

Mr. Correr. They would not inspect in Colorado, but they must 
have been taking your word that there were more at some other place, 
is that not right ? 

Mr. Tanner. That is right. 

Mr. Correr. So there were a number of inspections made by both 
the United States Warehousing Act boys and the Commodity Credit 
Corporation inspectors, and they did not discover your shortage? 

Mr. Tanner. That is right. Well, the Commodity Credit Corpora- 
tion knew that I was short at Gallup, N. Mex., because they would 
come and count the bags and know they were not there, but I would 
tell them that I was moving them down from the Colorado houses 
at a later date. 

Mr. Correr. How many times and over how long a period did this 
situation exist ? 

Mr. Tanner. Well, since May of 1949, I think. 

Mr. Correr. From May of 1949 until sometime in 1950—when ! 

Mr. Tanner. Around November 1950, I think. 

Mr. Correr. How was the shortage eventually discovered, by an 
inspection ? 
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Mr. Tanner. The Federal people sent a man by name of Mr. Clifford 
down there, to make my final examination on my Federal warehouse 
license, and he came in November, and after he made the complete 
inspections, then he called the Dallas office to find out how many beans 
I was supposed to have at Gallup, N. Mex. 

Mr. Correr. Is that the first time any inspector to your knowledge 
had checked up to find out where your beans were supposed to be ¢ 

Mr. Tanner. That is right. That is, of the Federal people. - 

Mr. Correr. And then the discovery was made? 

Mr. Tanner. Yes. 

The CHarkMan. What I cannot quite understand is why it is that 
this discovery was not made before, since you say that all of your 
warehouses were under Federal rules and regulations and that the 
Federal inspectors checked all of your places. 

Mr. Tanner. The Federal inspectors had no records of the Rocky 
Mountain warehouse receipts and did not seem to want to know about 
the Commodity Credit Corporation business. 

The CuarrmMan. What difference did that make, the Rocky Moun- 
tain receipts, if it was federally inspected ¢ 

Mr. Tanner. I do not know. Maybe I could clear your mind this 
way. 

The CuarrMan. I wish you would. Of course, I am kind of foggy 
on it. 

Mr. Tanner. Well, it is a foggy situation. That is probably the 
only territory that it could possibly happen in. To start out with, the 
way I understand the story from the Federal inspectors and the 
Commodity Credit Corporation inspectors—the Federal warehouse 
people started the inspections for the Commodity Credit Corporation. 

The CuarrMANn. When these inspections were made did they investi- 
gate the receipts you had outstanding and compare them with the 
amount of beans that you had in storage ¢ 

Mr. Tanner. That is the Federal people would against their re- 
ceipts, only. The *y did not investigate the 

The Cuarrman. Whose beans were they, those for which you had 
receipts ¢ 

Mr. Tanner. The Federal receipts / 

The CHAIRMAN. Yes. 

Mr. ‘TANNER. Some growers would have some receipts outstanding. 

The Cuarrman. Did not your books reflect all of those who had 
beans on storage with you ¢ 

Mr. Tanner. Yes. 

The Cuarman. When the Federal inspectors came to make that 
inspection did they try to determine whether or not every warehouse- 
man had the beans in the warehouse that you said you had? 

Mr. Tanner. That is right. 

The Cuarrman. Did they find that to be true? 

Mr. Tanner. That is right. 

The Cuarrman. Why did it make any difference as to the Com- 
modity Credit Corporation beans? You had outstanding receipts 
for those ? 

Mr. Tanner. That is right. 

The Cuarrman. Your books reflected them ? 

Mr. Tanner. Our books did not reflect the amount of beans stored 
in the Commodity Credit Corporation at Gallup in my plant, because 
they were to be delivered down there at Gallup, see. 

20554—52—pt. 1 i2 
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The Cuarmman. Was there any Federal inspection made of that 
warehouse / 

Mr. Tanner. That is right. 

The Cuarrman. Did they find them there? 

Mr. Tanner. They would find a lot more beans than the Federal! 
warehouse receipts would call for. They would ask us how many 
beans—who the other beans belonged to. We would tell them Com- 
modity Credit Corporation. And that would be all they would ask us. 

The Cuatrman. Did you have any receipts to indicate the amount 
of beans that belonged to the Commodity Credit Corporation at 
Gallup ? 

Mr. Tanner. We did. We had the copies of the receipts that the 
Commodity Credit Corporation had, but they were not Federal 
receipts. 

The Cuarrman. What were they / 

Mr. Tanner. They were Rocky Mountain warehouse receipts. 

The Cuarmman. What does that mean ¢ 

Mr. Tanner. That means, as I started -—— 

The Cuairman. A State receipt? 

Mr. Tanner. No, it is just a receipt that Rocky Mountain Bea: 
Dealers Association have to trade with one another with. 

The Cuarrman. What does that receipt indicate—what did it show ’ 

Mr. Tanner. It just probably—do you have a copy of that Rocky 
Mountain warehouse receipt ¢ 

I think Mr. Cunningham has. Do you have a copy of that Rocky 
Mountain? Maybe that will clarify it. 

The Cuarrman. Maybe we could clarify what a Rocky Mountain 
receipt is. Will you step forward, please / 

Senator Arken. Is that the receipt of an association of warehouse 
people ? 

Mr. Tanner. Yes. 

The Cuarrman. Just one minute. 

Do you solemnly swear to tell the truth, the whole truth and noth- 
ing but the truth, so help you God ¢ 

Mr. Cunninocuam. I do. 


TESTIMONY OF JOHN P. CUNNINGHAM, OFFICE OF COMPLIANCE 
AND INVESTIGATION, PRODUCTION AND MARKETING ADMIN- 
ISTRATION, DALLAS, TEX. 


The Cuatrman. Give your name for the record. 

Mr. Cunnincuam. John P. Cunningham, investigator, Office of 
Compliance Investigations, Dallas. 

The Cuatrrman. Can you clarify for us what the Rocky Mountain 
receipt is? 

Mr. Cunntnouam. Yes, sir, the Rocky Mountain receipt is a re 
ceipt used between bean dealers in Colorado, and it is not inspected by 
the United States Warehouse Act people. 

The Cuatrman. Why not—if it is in a warehouse under the Fed 
eral jurisdiction ¢ 

Mr. Cunniyncuam. Yes. The warehouseman is supposed to ap 
praise the inspector of the number of Rocky Mountain warehouse 
receipts on hand. If that is not done, the United States Warehouse 
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(ct inspector has no way to determine the number of beans stored 
under the Rocky Mountain receipts. That is the case here. 

The Cuatrman. Was that a Federally inspected warehouse. 

Mr. Cunnincuam. Yes, sir, that was a federally inspected ware- 
house. 

The Cuarrman. And such dealings are permitted in federally in- 
spected warehouses ¢ 

Mr. Cunnincuam. The inspector—the United States Warehouse 
inspector goes into a warehouse. His first duty is to inspect the com 
modities represented by the United States Warehouse Act receipts. 
Then the warehouseman is supposed to furnish him his other obliga- 
tions which would be commodities covered by the Rocky Mountain 
Warehouse Act receipts. 

The Cuairman. In inspecting these Rocky Mountain receipts, do 
they indicate that so many beans are in a certain designated ware- 
house ¢ 

Mr. Cunnincuam. Yes, sir. 

The Cuarrman. Why is it that the Federal inspector does not check 
the number of bags that are on the Rocky Mountain receipts with the 
number that might be in the warehouse, the same as they do for any 
other receipt 

Mr. CUNNINGHAM. He is supposed to, ves, sir. 

The Cuairman. Why do they not do it? 

Mr. Cunnincuam. Well, if he knows the warehouseman has these 
receipts, then he checks for them, but if he does not know the ware 
houseman has these recel} ts he has no way to check for them. 

Senator Tuyr. Mr. Chairman, might I ask a question at that point 
of Mr. Cunningham ? 

The CuHarrMan. Surely. 

Senator Ture. The inspector, does he not go-in and examine the 
books to see whether there are such receipts ? 

Mr. CunninGuaM. No, sir. He requests the warehouseman to fur- 
nish him all of his obligations, which would be all of his outstand- 
ing receipts. And the United States Warehouse Act inspector that 
does not have time to make an audit or a complete check of the ware- 
he isemen’s books— 

Senator Ture. Do they never make a complete examination of 
the warehouseman’s books? That would not take long to open the 
books and see what the totals were, would it ? 

Mr. Cunnincuam. Well, apparently not, but that is their procedure. 

Senator Tuyr. Has that always been the procedure ? 

Mr. CUNNINGHAM. So far as I know: ves, sir. 

Senator Arken. What is the practical value of the United States 
warehouse inspection ? 

Mr. CunnrneHam. The United States Warehouse Act inspection 
would determine a shortage, if they know what the obligations were. 

Senator Tuyr. How can you know? 

Senator Arken. What is the practical value, if they do not do it? 

Senator THYE. How can they know the obligation if they do not 
open the records ? 

Mr. CUNNINGHAM. They depend on the warehouseman to furnish 
the obligations. 

Senator Aiken. Whi not let each warehouseman be his own inspec- 
tor then, and save the public money i 
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Mr. Correr. You made an investigation about the deficiencies on 
the part of both the Commodity Credit Corporation and the United 
States Warehouse Act inspectors in this case, did you not? 

Mr. CunNINGHAM. Yes, sir. 

Mr. Correr. I was going to bring this out later. However, you 
did find that one was leaving it to the other—that there was no com 
plete follow-up and check on these inspections such as you make when 
you have to determine a shortage. Finally in November of 1950 
one of the inspectors came along and did do the job and caught it, | 
that right? 

Mr. CunnrnouaM. That is true. 

The Carman. At that point, why was that not done before? 
Of what use is the Federal inspection if it is not done thoroughly in 
order to find out the number of beans in the warehouse and the receipts 
referring to those beans or any other commodity ¢ 

Mr. Cunnincuam. That is true. You see, in addition to the fact 
that the United States Warehouse Act people were not furnished the 
Commodity Credit Corpor: ation receipts by the warehouseman, like- 
wise, the Commodity Credit Corporation did not notify—— 

The Cuarrman. How does that differ from any other receipt now— 
that is what I would like to find out, in other words, when the Federal 
inspector goes into a warehouse the books I suppose are presented 
to him? 

Mr. Cunnineuam. Yes. 

The CHairman. Showing so many beans belong to so many people? 

Mr. Cunnrncuam. Yes. 

The Cuatrrman. And it is his business, as I would understand it, to 
check the receipts against the obligations, against the beans in the 
warehouse ¢ 

Mr. CUNNINGHAM. That istrue. Now if the beans had been stored 
under the United States Warehouse Act receipts the United States 
Warehouse Act inspectors would have known how many receipts were 
outstanding and he would have accounted for each receipt. 

Senator A1ken. Why were they not stored under the United States 
Warehouse Act—why did not the Commodity Credit Corporation peo- 
ple at Dallas insist that they be stored? They had the right to, did 
they not? 

Mr. CunnrnoHam. Mr. Tanner has already said they changed the 
United States Warehouse Act receipt to the Roc ky Mount: ain ree eipts 
for two reasons: One was to relieve the warehouseman of the insur 
ance, and the other was so the beans could be moved from Colorado 
warehouse to Gallup 

Senator Arken. Why would the Commodity Credit Corporation 
relieve them of the insurance simply because these receipts were 
changed ¢ 

Mr. Cunnineuam. Well—— 

Senator Arken. Did they not have a United States storage contract 
between the Commodity Credit Corporation and the Tanner Com- 
pany ¢ 

Mr. Cunnrncuam. Yes; they had a storage agreement. 

Senator Aiken. Did not that call for any insurance ? 

Mr. Cunnincuam. That agreement does not call for insurance. 

Senator Arken. It should have. 
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Mr. Correr. I think we are through with you temporarily, if you 
want to step back. We will call you later. 

The Cuatrman. That is about as clear as Mississippi River water 
to me. 

Senator Tuyr. It has not been clarified at all yet. 


TESTIMONY OF HAROLD DONALD TANNER—Resumed 


The Cuarmman. You may proceed. 

Mr. Tanner. May I clarify it a little more? 

The CuarrMan. It has not been. It is as clear as the Mississippi 
River water to me. 

Mr. Tanner. | started to clarify it for you there when we were 
interrupted. 

The CuHarrmMan. You do not object to a picture being taken of you ¢ 

Mr. Tanner. No; I do not, no—— 

The Cuatrman. That is all right. 

Mr. Tanner. Maybe I can clarify it for you in this way, to start 
out with the Commodity Credit Corporation started to have Federal 
inspectors make all of their inspections. ‘They had such a tremendous 
program thrown in their laps all at once that they had to do things 
the short way. For the Federal boys to actually take over, they did 
not have the personnel, in the first place, and in the next place, through 
their program it could not be done, so—— 

The CHarrMan. You mean what could not be done? 

Mr. Tanner. The inspections. 

The CuarrMan. Getting additional inspection ? 

Mr. Tanner. Yes; getting the inspection that the Bureau would 
actually require. It could not be done right now. So then the Com- 
modity Credit Corporation people took the inspection away from the 
Federal and made the Federal people mad—made them kind of sore, 
the inspectors kind of sore. So I think from there they did not care 
how many beans the Commodity Credit Corporation had stored in 
their particular warehouses, because they were taken away from them. 
That is where the whole thing started. 

The Cuarrman. All of these warehouses, though, were Federally 
inspected—that is what I cannot understand—whether you have 
Commodity Credit Corporation beans in them or anybody else’s beans, 
if it is a federally inspected warehouse, why did they not do their 
duty ¢ 

Mr. Tanner. For the simple reason that they did not have the out- 
standing receipts for the Federal, for United States Warehouse 
receipts. 

The Cuamman. Why not? Why was it not necessary to have those 
receipts, as well as the receipts of any other beans that were in storage 
for anybody else? 

Mr. Tanner. Because you do not handle the Commodity Credit 
Corporation beans in our territory under Federal warehouse receipts, 
so that is the reason we had to cancel the Federal warehouse receipts. 

Senator Arken. Where is Mr. Cunningham? Will you come for- 
ward. Who operates the Federal Inspection Act? 

Mr. Cunnincuam. Mr. H. S. Yohe. 

Senator Aiken. For what agency? 
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Mr. Cunnrncuam. That is under the Production and Marketing 
Administration. 

Senator Arken. And that is allied closely with the Commodity 
Credit Corporation ¢ 

Mr. Cunninocuam. Yes. 

Senator Tuyr. That is your State agency ? 

Senator Arken. All under the Department of Agriculture? 

Mr. Cunnrncuam. That is Federal. It is all under the Department 
of Agriculture; yes, sir. 

Senator Tuyr. But your PMA, you say—did I understand you to 
say the PMA as a Federal inspection ? 

Mr. Tanner. No. 

Mr. CunnincHam. No. 

Senator Ture. Let us get that clear. What did you call the 
agency ¢ 

Mr. Cunntnenam. H. S. Yohe is the Administrator of the United 
States Warehouse Act and he is under the Production and Marketing 
Administration of the Department of Agriculture. 

Senator Ture. That is the PMA? 

Mr. Cunnrnouam. Yes. 

Senator Ture. And that is a State organization ? 

Mr. Cunntncuam. No; it is Federal. 

Senator Tuyr. Yes; I know, but they have their State offices. 

Mr. Correr. State branches. 

Mr. Cunninenam. They handle a number of States out of Wichita, 
Kans. 

Senator Ture. Yes. 

Mr. CunninGuam. It operates in a regional manner. 

Mr. Correr. You are talking about warehousing now ? 

Mr. Cunnrncuam. Yes; United States warehousing. 

Senator Tiryr. These are beans of which the grower has surrendered 
tothe PMA. The grower took a loan, he did not redeem the loan, he 
forfeited the beans under the loan contract ? 

Mr. Cunntnonam. Yes. 

Senator Ture. Then these beans went to this PMA organization 
which is a part of the Department of Agriculture? 

Mr. CunNINGHAM. Yes, sir. 

Senator Tuye. And when they went to the PMA man, this PMA 
agency did not proceed to ascertain whether the beans were actual), 
there or not—they just took the warehouseman’s word—they took Mr. 
Tanner’s word for it. Am I to understand it in that manner? 

Mr. Cunnrixenam. Yes. You see, the Commodity Credit Corpora 
tion hadn’t his surrendered receipts, no inspection was made at the 
time they took the beans over. 

The Cuamman. What receipts were those that they had, Federal / 

Mr. Cunntycnam. Those were Federal inspected. 

Senator Tryr. These were Commodity Credit Corporation beans 
in which the farmer or the producer still had an equity? He could 
redeem them, if he desired ? 

Mr. Cunntneuam. Up until May 1. 

Senator Ture. That is right. And when he forfeited the beans on 
the loan that he had, then the beans went over to the PMA agency on 
the records? y 

Mr. Cunnincuam. Yes. 
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Senator Ture. But the PMA did not inspect to determine whether 
they received the actual beans. They just accepted the warehouseman’s 
receipt on it. The one agency, Commodity Credit Corporation, sur- 
rendered the beans, the PMA assumed the responsibility for them, only 
on a paper transaction without any physical inspection, and Mr. Tan- 
ner did not transfer the beans. Is that the story ‘ 

Mr. Tanner. No; I transferred the beans at that time, all right. 

Senator Ture. How did you develop this shortage that exists ! 

Mr. Tanner. That shortage was developed according to my records 
from May of 1950. 

Senator Ture. How did that shortage occur when you were sup- 
posed to transfer Commodity Credit Corporation beans to PMA? 
You did not transfer them ‘ 

Mr. Tanner. Yes: I did all of that actual transferring. 

Senator Ture. On paper? 

Mr. Tanner. On paper and actual physical transfer. 

Senator Ture. Then how does the shortage occur ? 

Mr. Tanner. I was checked by the Federal warehouse people at that 
time and I had the beans at that time. 

The Cuamman. And that is what the Commodity Credit Corpora- 
tion depended on ¢ 

Mr. Tanner. They depended on it at that time: yes. 

The Cuarrman. And it was reflected through the Federal inspec- 
tion the amount of beans that you had on hand? 

Mr. Tanner. That is right. 

The Cuatrman. That is what the Commodity Credit Corporation 
depended on ? 

Mr. Tanner. Yes. 

Senator Tuyer. Did you actually transfer a physical bushel of beans? 

Mr. Tanner. Yes. 

Senator Ture. Or a bag of beans? 

Mr. Tanner. Yes. 

Senator Tuyr. You did? 

Mr. Tanner. Yes. 

Senator Tuyr. You delivered them from what warehouse ? 

Mr. Tanner. We were delivering them from our Colorado ware- 
house to the Gallup, N. Mex., warehouse. 

Senator Ture. Did you actually transport those beans? 

Mr. Tanner. Not all of them down there; no. We did not trans- 
port all of them to Gallup. 

Senator Tuyr. What percent of the beans did you transfer? 

Mr. Tanner. Oh, at one time we must have had at least 80 percent 
of them down there. 

Senator Ture. Eighty percent ? 

Mr. Tanner. Yes. 

Senator Tuyr. And then you ceased to continue your transfer? 
After that you started selling beans? 

Mr. Tanner. Yes. 

Senator Tuyr. And you sold the beans in the amount of 900-some- 
thousand dollars, am I right? 

Mr. Tanner. I would not confirm those actual figures, no. 

Senator Tuyr. You would not confirm them, but nevertheless the 
record shows $972,000. That is what appears in the document before 
me. 

Mr. Tanner. Yes. 
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Senator Tre. In other words, when they did not check on you, 
on the 20 percent of the beans that you had not transferred, you be- 

‘ame careless, did you not, because there was no absolute check on you! 

Mr. Tanner. That is right. 

Senator Ture. In other words, you transferred 80 percent of th 
beans? 


Mr. Tanner. Yes. 
Senator Turr. Nobody seemed to check you, and then when you 


found that these other 20 percent had not been checked on, then you 
found that you needed some cash and you started selling beans, figur- 
ing that maybe the price would go up or the price would go down, what 
ever you thought. The carelessness came about because there was no 
inspection ? 

Mr. Tanner. That was one reason. The main reason I started to 
selling these beans was after I transferred some of them to Gallup, 
N. Mex., I ins spected the beans personally and noticed that they were 
going out of condition, that is, you take a pinto bean is the only bean 
that the ‘ommodity Credit Corporation handles that can go out of 
condition. 

Senator Ture. Did you notify anybody that these beans were going 
out of condition ? 

Mr. Tanner. I notified the Dallas office that when they got ready 
to sell these beans they would be lucky to get half of their money that 
they had in them. 

Senator Toye. How did they accept that report ? 

Mr. Tanner. Well, Mr. Solomon tried then to get me to go down 
into Old Mexico and try to sell some of them down there. 

Senator Taye. Have you got papers in your records indicating 
that ? 

Mr. Tanner. No, we just had—we were—I was down in his office 
talking to him and he suggested that I go down to Old Mexico and 
try to sell some of these beans. 

Senator Ture. Did you sell any? 

Mr. Tanner. No, I did not sell any in Old Mexico. 

Senator Ture. Where did you make your first sale? 

Mr. Tanner. Well, I had to reprocess. I started reprocessing these 
beans so they would grade No. 1’s, and then as I was reprocessing 
them, when they had been shipped out then, that was going to replace 
them the fall of the year when the new crop came in, because under 
this commingled contract that we had signed you had to guarantee 
grade and weights whenever these beans were delivered—I knew that 
I was going to take a loss on these beans when I delivered them, any- 
way, because that is the reason I started to sell them, hoping to 
replace them in the fall. 

Senator Ture. You had notified the Commodity Credit Corpora- 
tion office that these beans were going out of condition ? 

Mr. Tanner. That is right. 

Senator Toye. And they had verbally told you to try to sell them— 
they did not give you a price—they did not say that you would have 
to sell them at the inventory price or at the price that these beans 
were stored under? 

Mr. Tanner. I had to sell them. 

Mr. Correr. At the formula price? 
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Mr. Tanner. Whatever the formula price was. That is the price 
you had to sell them at, yes. 

“ Senator Ture. And that is what you sold them at. The beans 
that went out of condition, what did you do with them ? 

Mr. Tanner. I reprocessed them and went ahead and sold them. 

Senator Ture. Did you sell them at the formula price ? 

Mr. Tanner. Yes. 

Senator Ture. So that you did not suffer any loss on the sale of 
beans ¢ 

Mr. Tanner. No. 

Senator Ture. What did you do with the money? 

Mr. Tanner. I put them in—you see, in 1947—we have a large— 
that Southwest—— 

Senator Tuyr. What did you do with that money? 

Mr. Tanner. I| put it in the warehouses. 

Senator Toye. In the warehouses? In the till, in the cash reserves 
in the warehouses / 

Mr. Tanner. That is right. 

Senator Ture. And then what did you intend to do with that 
money 

Mr. Correr. He meant he put it in expansion. 

Mr. ‘Tanner. In the expansion of warehouses. 

Senator Tuyr. In other words, I asked you the question, did you 
put it in the cash till or the cash reserves, and you said, yes. 

Mr. Tanner. I meant—I did not understand that. 

Senator Tuyer. You put it into new warehouses ? 

Mr. ‘Tanner. That is right. 

Senator Tuyer. In other words, you expanded your physical plant ? 

Mr. Tanner. That is right. 

Senator Tuyr. And you used the money for that purpose, rather 
than to turn the money over to the Commodity Credit Corporation ¢ 

Mr. Tanner. That is right. 

The Cuarrman. Did you inform them to that effect ? 

Mr. Tanner. No; I did not. I tell you what happened. We 
started in 1948 or 1947—we had the largest crop of wheat and beans 
in the history of that territory. That is a new territory. We had no 
warehouse facilities, no nothing there. So when I found in 1948 that 
I had all of my facilities full of grain and beans, then I went ahead 
and started to expand it, to build this warehouse at Gallup and to 
increase my storage facilities at Dove Creek, Colo., in anticipation that 
this territory would keep on producing the amount of produce that it 
was producing, and at the rate the Commodity Credit Corporation 
was taking over these beans, it was going to take a lot of storage 
facilities. 

Senator Tuyr. When you started to sell those beans in accordance 
with the instructions from the Commodity Credit Corporation did 
you notify the Commodity Credit Corporation ? 

Mr. Tanner. No. 

Senator Ture. Did they require of you that you report when you 
made a sale? 

Mr. Tanner. No. 

Senator Ture. How did the Commodity Credit Corporation know 
when the number of bags of beans under contract with you, and that 
you were receiving a storage fee for, was reduced in number if you 
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did not report and if they did not require a report from you when 
you had reduced the inventory of your stored beans and therefore 
your contract should have been reduced 4 

Mr. Tanner. At different times I did report the amount that I had 
purchased, but—— 

Senator Ture. Purchased? You were not purchasing—you must 
have meant sales. 

Mr. Tanner. I purchased a lot of beans from the Commodity Credit 
Corporation. 

Senator Ture. But what I am trying to ascertain now is when 
you sold the bag of beans you no longer had a right to collect a fee 
for the storage of that bag of beans, is that not r ight ? 

Mr. Tanner. That is possibly right. 

Senator Tuyr. No possible about it, because you were being paid 
so much a month for the storage of beans and if you reduced your 
inventory you no longer had a right to collect from the Government 
storage on that bag of beans. The Commodity Credit Corporation 
did not require you to report a reduction in the inventory / 

Mr. Tanner. Well, you have to go through a regular form in order 
to buy beans from the (¢ ‘ommodity Credit Corporation. 

The Cuamman. You cannot do that just verbally. 

Senator Tuyr. I know, but the Commodity Credit Corporation, 
Mr. Chairman, was informed by Mr. Tanner that the beans were go- 
ing out of condition and the Commodity Credit Corporation as Mr. 
Tanner has stated authorized him to proceed to sell the beans. 

Mr. Correr. We do not have any corroboration of that. 

The CHatrMan. No. 

Senator Ture. Mr. Tanner is under oath and he has made his state 
ment. He has answered my questions. 

Mr. Tanner. I made the statement that what I was trying to tell 
you was that the Commodity Credit Corporation had these beans 
down there for sale at a certain price. In order to buy these beans 
from the Commodity Credit Corporation ‘you had to enter into a 
contract with them to purchase them. They were not informed that 
I was selling beans. I did not tell them that, that I was selling beans. 
Any beans that I purchased from the Commodity Credit Corpora 
tion I entered through contract with them to purchase them. 

Do I make myself clear there ¢ 

Senator Tuyr. You have not made it clear that you were informed 
by the Commodity Credit Corporation office to dispose of beans, be- 
cause they were breaking down. I have not gotten that clear, because 
you were informed to sell—you proceeded to sell, but you did not 
report a reduction in inventory. 

Mr. Tanner. I was informed by the Commodity Credit Corpora- 
tion to try to make contacts to sell these beans in old Mexico, but 
actually there was no agreement between any Commodity Credit Cor- 
poration official and myself to go ahead and sell these beans. 

The Cuaman. As ‘a matter of fact, the Commodity Credit C or- 
poration did not know at the time that you were selling these beans? 

Mr. Tanner. That is right. 

Senator Jonunson. You did not discuss with them about selling 
beans anywhere besides in old Mexico? 

Mr. Tanner. That is right. 
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Mr. Correr. They probably availed themselves of your knowledge 
of the trade to see if there were any outlets—that is about all that 
amounted to? 

Mr. Tanner. That is about all it amounted to. 

Mr. Correr. Because you were in the bean business. 

Did any of the personnel of the Commodity Credit Corporation 
at any time ever condone or assist you in any way in the sale of these 
beans ¢ 

Mr. Tanner. No. 

Mr. Correr. This was first discovered in November of 1950. Would 
you briefly relate then what your negotiations were with the Com- 
modity Credit Corporation in an attempt to get this straightened out ? 
How short were you at that time? 

Mr. Tanner. I would not know the exact figures how many I was 
short. 

Mr. Correr. Roughly, in dollars, how much were you short? 

Mr. Tanner. I was probably short around 70,000 bags at $8. 

Mr. Correr. In November of 1950? 

Mr. Tanner. Yes. 

Mr. Correr. How did that increase between then and now to nearly 
a million dollars? 

Mr. Tanner. They sold a lot. As I processed these beans down at 
Gallup I took out some small beans and small split that I was figuring 
on blending back into whenever we made shipments to the Commodity 
Credit Corporation with my bulk beans to make No. 1’s which would 
go ahead and fulfill my contracts with the Commodity Credit Cor- 
poration. At the time that the Commodity Credit Corporation took 
over my warehouses they sold all of these beans as splits and culls and 
so forth, so that is one reason the shortage got bigger. 

Mr. Correr. You were supposed to be storing these beans, identity 
preserved, were you not? 

Mr. Tanner. No, commingled contract. 

Mr. Correr. Your contract calls for identity preservation. 

Mr. Tanner. No, it called for commingled. 

Mr. Correr. Part of it certainly did. 

Mr. Tanner. I do not think I signed an identity preserved contract, 
did I? 

Mr. Correr. I thought you signed an identity preserved contract 
and had a side agreement that you could do some commingling. 

How are beans stored, in sacks? 

Mr. Tanner. You can store them in sacks or in bulk. 

Mr. Correr. How are they generally stored ? 

Mr. Tanner. In sacks. 

Mr. Correr. Is that a practical way of storing them over a long 
period of time? 

Mr. Tanner. No. 

Mr. Correr. That is dead storage, is it not? 

Mr. TANNER. Yes. 

Mr. Correr. How long before they start to mold or— 

Mr. Tanner. Beans do not mold unless they come in in a wet 
condition. 

Mr. Correr. What happens to make them deteriorate ? 

Mr. Tanner. The pinto bean which is used primarily in Texas, 
after it is a year old, it starts to discolor, that is, gets redder. 
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Mr. Correr. Like the red kidney bean starts darkening each year? 

Mr. Tanner. Yes, that is right. 

Mr. Correr. Is that the only depreciation ¢ 

Mr. Tanner. Well then, in the fall when they come in, if a bean 
happens to be a little wet, they get a little shrivelled. Well, after 
they are stored for quite a while this shrivelled bean turns completely 
dark and sometimes pops open. That is the reason these beans I had 
particularly, a lot was going out of condition down there. That 
is the reason I got concerned and started moving them. 

Mr. Correr. You were handling a lot of beans of your own? A 
lot of privately produced beans? 

Mr. Tanner. That is right. 

Mr. Correr. You were taking Commodity Credit Corporation beans 
and splits and you were mixing them and reprocessing them, trying 
to meet a particular grade? 

Mr. Tanner. Yes. 

Mr. Correr. Like many warehousemen do, mixing one type of 
grain, for instance, with another to get a blend which they can make 
money on? 

Mr. TANNER. Yes. 

Mr. Correr. We do not intend to get into the details—you are not 
on trial here today—but actually you began to go short and you began 
to put this money into warehouses and you finally were very short ; 
is that not so? 

Mr. Tanner. That is right. 

Mr. Correr. So how soon after the discovery of this shortage did 
the Commodity Credit Corporation take action / 

Mr. Tanner. Let’s see, I think that they knew it probably after 
Mr. Clifford made his final inspection in November. 

The Cuairman. Who is Mr. Clifford? 

Mr. Tanner. He is the Federal warehouse inspector. 

Mr. Correr. The United States inspector ? 

Mr. Tanner. Yes, in November. And I think Mr. Cunningham 
came in in January. Is that right? 

Mr. Correr. Was civil action taken in January? 

Mr. Tanner. When was it taken, in February? 

Mr. CunninGHAM. February 21. 

Mr. Tanner. Yes, February 21. 

Senator Arken. 1951? 

Mr. Tanner. Yes. 

Mr. Correr. Did you go into receivership? 

Mr. Tanner. Yes. First, I went down to Dallas and outlined a 
program how I thought that all of the warehouses could keep on 
operating because those warehouses are essential to that am tem 
territory because they have no storage facilities or operations in 
that territory. I suggested that they keep on operating the ware- 
houses until this shortage could be recovered. I figured it could be 
recovered possibly in 3 or 4 years, and then I would work for them 
for just a living wage until that thing could be replaced. 

Mr. Correr. Did you work out such an arrangement ? 

Mr. Tanner. Well, first we started a trusteeship, and—— 

Mr. Correr. Who is the trustee? 

Mr. Tanner. Gordon Link. 
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Mr. Correr. Is he a Commodity Credit Corporation man? 

Mr. TANNER. Yes. 

The Cuarrman. Who appointed him? 

Mr. Tanner. I would not know. 

The CuHarrman. What judge? 

Mr. Tanner. Probably Judge Knous. 

Mr. Correr. Did you continue to work there under him? 

Mr. Tanner. I assisted in helping him there. My brother, and 
one of my employees, worked for them, but I did not work for them. 

Mr. Correr. Is your brother in this business with you ¢ 

Mr. TANNER. Yes. 

Mr. Correr. How large did you get capitalwise at your peak of 
operations ¢ What did your balance sheet show ¢ 

Mr. Tanner. Oh, 2 to 3 million dollars. 

Mr. Correr. Did you have any net worth at any time? 

Mr. Tanner. I first showed at one time, I think we had about—our 
highest net worth was about $250,000. 

Mr. Correr. Did you have to submit a financial statement when 
you signed these agreements with the Commodity Credit Corporation / 

Mr. TANNER. Yes. 

Mr. Correr. And then when you renewed them ? 

Mr. Tanner. That is right? 

Mr. Correr. Of course, being a Federal warehouse you had no 
difficulty, I mean there was preinspection and that sort of thing? 

Mr. Tanner. Yes. 

Mr. Correr. Did you say how long you had continued to work for 
the trustee / 

Mr. Tanner. I did not work for the trustee. I just—I stayed with 
them for about 2 weeks, 2 to 3 weeks, and he informed me that he did 
not need my services any more. So then I did not go down there any 
more. 

Mr. Correr. Did your brother continue to work for them? 

Mr. Tanner. Yes. 

Mr. Correr. What did he do? 

Mr. Tanner. He assisted them in the accounts receivable and dis- 
posing of the merchandise, and so forth, started liquidating every- 
thing. 

Mr. Correr. What percentage of the beans that you stored were 
Commodity Credit Corporation beans as against other beans? 

Mr. Tanner. Well, it would be different at all times. 

Mr. Correr. On your shortages, what percentage was Commodity 
Credit Corporation shortages as against other shortages? Eighty 
percent Commodity Credit Corporation as against 20 of the producers 
and others ? 

Mr. Tanner. Well, I’d say all of our shortages were Commodity 
Credit Corporation. 

Mr. Correr. You had no individual shortages? 

Mr. Tanner. No. 

Mr. Correr. You had individuals who were storing beans with you, 
did you not ¢ 

Mr. Tanner. You mean individual growers? 

Mr. Correr. Yes. 

Mr. TANNer. Yes. 

Mr. Corrrer. They all got paid? 
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Mr. Tanner. I'd say there was around 2,000 bags that did not get 
paid out. 

Mr. Correr. But that was a very minor portion of the amount of 
private beans, or loan beans that did not get paid out? 

Mr. Tanner. That is right. You see the trustee went ahead and most 
of the growers came in and got their beans out of the warehouses 
before the civil action started. 

Mr. Correr. Did you have any different attitude, contrasting a 
private owner who stored his beans there and the Government? 

Mr. Tanner. We did not have any private owners with warehouse 
receipts. Most of our growers, when they would bring the beans i: 
to us, did not get a receipt. 

Mr. Correr. What did you give them ? 

Mr. Tanner. Nothing, just the seale ticket, is all. 

Mr. Correr. And all but 2,000 of them got their beans out ? 

Mr. Tanner. Yes, that is right. 

Senator Arken. And they were consigned to you to sell ¢ 

Mr. Tanner. Not consigned but just turned over to us. They 
bring them in, and all they wanted was their money when they come 
in to sell their beans. 

Mr. Correr. You say there were only 2,000 bags that. were short. 
Did you sell any beans and not turn over the cash to private growers 
and producers ¢ 

Mr. Tanner. No, they got all of their cash. 

Mr. Correr. That 2,000 bags represents the whole shortage othe: 
than that of the Commodity Credit Corporation ¢ 

Mr. Tanner. Yes. 

Mr. Correr. Apparently, you thought that you could go short on 
Government stock when you could not go short on private individuals. 
Was there any difference in your thinking between the Government 
stock and the other? 

Mr. Tanner. Yes, I felt on the Government beans, in fact, the 
Federal warehouseman informed me that after the Commodity Credit 
Corporation canceled those Federal warehouse receipts they prac- 
tically turned over those beans to me, and that all I had to do 1s when 
they asked delivery for them at Gallup. N. Mex., was to deliver the 
beans at Gallup and in the meantime I could do what I wanted to 
with the beans, so long as I delivered what I was supposed to deliver 
at Gallup when they asked for delivery. 

Mr. Correr. Just to get your thinking, Mr. Tanner, how did you 
expect to recoup on this? 

Mr. Tanner. Well, I was supposed to have some financial help 
from another concern to finance this warehousing deal and when 
that backed out on me, why there was—I tried everything to borrow 
money wherever I could, and I just tied up. 

Mr. Correr. Did you realize that you were taking an awful gamble 
when you were going short on warehouse receipts / 

Mr. Tanner. I did not realize it then like I did at a later period. 
All of my life I have been successful in business, and I just Senced 
that I could go borrow the money any time I needed it. 

Mr. Correr. How old are you, Mr. Tanner? 

Mr. Tanner. Thirty-five. I have been in the bean business since 


TS end 
1937. 
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Mr. Corrrer. What is your attitude towards the warehouse receipt— 
did you not consider it like money in the bank ¢ 

Mr. Tanner. Not a Rocky Mountain warehouse receipt, no. 

Mr. Correr. That had a different significance / 

Mr. Tanner. That is right than a Federal receipt. 

Mr. Correr. You were submitting storage charges during this 
period, too, were you hot ¢ 

Mr. ‘TANNER. According to our records I figured I had most of the 
beans up until May of 1950. We did submit some charges after 
that period, but I figured I could take enough beans in that fall to 
replace them, and I was hoping that I would get instead of having 
to sell these beans, that I will go ahead and store the beans and replace 
my shortage that fall, and when I did not get this money that I was 
supposed to get I had to go ahead and resell the beans again. I sub 
mitted some more charges in between that. some more storage charges. 

Mr. Correr. Did you not realize the import of submitting storage 
charges on beans that you did not have / 

Mr. Tanner. That is right, but I was 

Mr. Correr. As a businessman, with the size of operation that 
you had, did that not bother you at the time you were doing it ? 

Mr. Tanner. That bothered me. And at the time I submitted 
these storage charges I had the beans in my warehouse at that particu 
lar time and in growers’ names. 

Mr. Correr. You could not have had it at all times during the time 
you were submitting storage charges / 

Mr. Tanner. Yes. 

Mr. Correr. You mean you never submitted storage charges for 
beans when you did not have them / 

Mr. Tanner. I did not think I did, no. I mean, according to my 
you see, the reason that the investigators came in, they tried to check 
our running inventory at all times on beans. For instance, a grower 
would come in to me and he would say, “I have three or four thousand 
bags of beans and I want you to go ahead and sell those,” and he 
gave a certain price to sell them for. And he said, “I won't pick 
up my check until after the first of the year.” 

I would run those beans in—I kept a private running inventory 
that I would buy and sell on all of the time. Well, actually, these 
3,000 bags would not appear on our records until the grower would 
come in and get his check, you see, so that kind of mixed up the inven- 
tory so far as the investigators running inventory all the time was 
concerned, but according to my inventory that I kept my own records 
! had most of the beans all of the time except in 1950, and then we 
had the shortest crop in the history of our territory in 1950, and 
| think that was the main reason after that. I did not have the 
actual beans in the warehouse. 

Mr. Correr. We have discussed the United States Warehouse Act 
inspections and the Commodity Credit Corporation inspection. Did 
you have any State inspections ¢ 

Mr. Tanner. No, we had no State warehouse at all. 

Mr. Correr. No State warehouse law / 

Mr. TANNER. No. 

Mr. Correr. No control by the State whatever? 

Mr. Tanner. No. 
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Mr. Correr. Do you have any board of trade? Is this Rocky 
Mountain certificate backed by any administrative set-up which re- 
quires inspections or any other type of thing ? 

Mr. Tanner. No. 

The CuarrmMan. You made a statement a moment ago that the 
farmers would give } you orders to sell their beans. 

Mr. Tanner. That is right. 

The CuarrMan. And to pay after the first of the year? 

Mr. Tanner. Well, some of them would just come in and sell them 
and tell us to pay them whenever we wanted to. Some would say pay 
them after the first of the year or something. 

The CuatrrmMan. Were any beans sold by you for which you did not 
pay the farmer? 

Mr. Tanner. In which I did not pay the farmer? 

The CuarrmMan. Did not; yes. 

Mr. Tanner. No. 

The Carman. What was the idea of your retaining the money 
until after the year ¢ 

Mr. Tanner. I do not know. 

The CuarrMan. That was not done to evade income tax? 

Mr. Tanner. I would not know that. 

The Cuarmman. You would not know? 

Mr. Tanner. No. 

Senator Jounson. When you went into receivership, did you owe 
anybody then for the beans, any individual ? 

Mr. Tanner. Yes; 2,000 bags. 

Senator Jonnson. That was all? 

Mr. Tanner. That was all. 

Senator ArkeN. Would that have been paid to the farmers if the 
receiver had not forced it on you? 

Mr. Tanner. That is right. 

Senator Arken. You intended to pay those 2,000 bags? 

Mr. Tanner. Yes. 

Senator Arken. Any loss eventually would have been borne by the 
Commodity Credit Corpor ation wholly ? 

Mr. ‘Tanner. Yes The only reason these growers did not get the 
2,000 bags is because they were not there to get them or they were 
cut out of town and did not get them. 

Mr. Correr. You felt the Government could afford to lose the 
money rather than the private producers: is that right ? 

Mr. Tanner. I could not answer that, but I still would rather take 
care of the farmers. 

Mr. Correr. A little while ago you mentioned the fact that there 
seemed to be some contention between the Commodity Credit Corpora 
tion inspectors and the United States warehouse inspectors. How 
do vou know that ? 

Mr. Tanner. Just from the conversation and the way that the Fed 
eral warehouse people acted after we were relieved of the Commodity 
Credit Corporation duties. 

Mr. Correr. Will you spell that out a little more in detail, 
what did occur there, as you understood it ? 

Mr. Tanner. Well, there was no particular instance. T am just 
coing on general conversation with the inspectors, is all. I could 
not pin anything down. 
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Mr. Correr. Did they say that the Commodity Credit Corporation 
took the inspection away from the Federal people / 

Mr. TANNER. Yes. 

Mr. Correr. How did they do that? 

Mr. Tanner. I would not know. 

Mr. Correr. They were United States warehouses under the United 
States Warehouse Act? 

Mr. Tanner. That is right. 

Mr. Correr. As such the United States warehouse people must make 
certain inspections according to their regulations ¢ 

Mr. TAnNeER. That is right? 

Mr. Correr. Then did you understand that Commodity Credit 
Corporation did not want them to’ That Commodity Credit was 
going to do their own inspection ? 
~ Mr. Tanner. That is right. 

Mr. Correr. When did that occur? 

Mr. Tanner. When did it occur? 

Mr. Correr. Yes. 

Mr. Tanner. Shortly after—in 1948, shortly after the Commodity 
Credit got their program, they started out with Federal warehousing 
inspection, and it was so slow and so forth—the way I understand 
it now—it was so slow the Federal people couldn’t take care of those 
inspections, so they took it away from the Federal people and made 
their own inspections as they could gear up the program. 

Senator Arken. I think the record will show that Commodity 
‘ redit and the Fede il warehouse people were hoth under the same 
management—that it was not taken away from the Federal agency at 
all. If my recollection is correct, all the directors of the ¢ ommodity 
Corporation were also oflicials of the PMA up until very recently 
when there has been some director appointed who is not a PMA 
official. So it was pretty much under the same over-all] management. 

The CnatrmMan. All under the Department of Agriculture. 

Senator A1KEN. Yes. 

Senator Jounston. Does the Commodity Credit have to pay for 
inspections or anyi hing ¢ 

Mr. Tanner. No. 

he CuarrMan. Is there anything else? 

Mr. Correr. Mr. Tanner, do you have any practical suggestions 
is to preventing this type of situation that occurred in your case / 

Mr. Tanner. Well, about the only place that this situation could 
occur in my case would be in my particular territory where there 
are no railroad facilities at all between these warehouses. And also, 
[ don’t think that a commingled contract should be issued on beans, 
because I don’t think the warehouse in following exact warehouse 
rules could take a commingled contract and fulfill it 100 percent 
without selling the beans and replacing them so they could guarantee 
weights and grades every fall, that is. for over a 1-year period. 

Senator Arken. Did you at any time have any suggestions that 
have not been developed vet here for getting out of these difficulties? 

Mr. Tanner. No. You mean suggestions from whom—anybody / 

Senator AIKEN. Any other way to get out of it. 

Mr. Tanner. No. 

Che Cuamman. But were you in any way assisted by any of the 
employees of the Commodity Credit Corporation in disposition of 
these beans, or did you do it all on your own ¢ 

20554—52—pt. 1——-43 ; 
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Mr. Tanner. I did it all on my own. 

Senator Arken. That is what I wanted to know. 

The Cuarrman. Any further questions? 

Mr. Correr. No. 

The Cuarman. Thank you, Mr. Tanner. 

Mr. Tanner. You are welcome. 

The Cuarmman. Mr. Cunningham. You have already been sworn 
and identified, Mr. Cunningham ¢ 

Mr. CunnrncuaM. Yes, sir. 

The Cuamman. Proceed Mr. Cotter. 


TESTIMONY OF JOHN P. CUNNINGHAM, OFFICE OF COMPLIANCE 
AND INVESTIGATION, PRODUCTION AND MARKETING ADMIN- 
ISTRATION, DALLAS, TEX.—Resumed 


(The witness was previously sworn by the chairman.) 

Mr. Correr. Mr. Cunningham, you conducted the investigation for 
the C. and L., did you not? 

Mr. CunninGHaM. Yes, sir. 

Mr. Correr. And you are quite familiar with the facts of the whole 
case ¢ 

Mr. Cunnincuam. Yes, sir. 

Mr. Corrrr. You have also heard Mr. Tanner’s testimony this 
morning / 

Mr. CUNNINGHAM. Yes. 

Mr. Correr. Have you got any particular comment to make as to 
his testimony—any differences ¢ 


Mr. Cunnineuam. His testimony checks with the information he 
gave me at the time of the investigation and checks fairly well with 


the records. 

Mr. Correr. With this nearly a million dollar loss—— 

The Cuamman. Now at that point, when he stated there was some 
difficulty between the Federal inspectors and the Commodity Credit 
men, do you agree to that, too? 

Mr. Cunntncuam. Well, I couldn’t state with reference to that. 

The Cuarman. You heard him testify ¢ 

Mr. CunnincnaM. Yes. 

The Cuarmman. What can you state as to that? 

Mr. Cunnincuam. Well, I don’t believe there is any animosity 
between the two. It was just the conditions in handling this situation. 

The Cuarmman. What conditions are you referring to—because of 
its size? 

Mr. Cunntnouam. No; due to the desire on the part of the Com 
modity Credit Corporation to transfer these beans from Colorado to 
New Mexico, due to the fact that there were not any railheads in 
Colorado, and the handling of these repeats as a result of that situa 
tion brought about this situation that has been discussed here, and, 
like he said, it is different from anything I have knowledge of. 

The Carman. Why was it not handled differently ? 

Mr. Cunnincuam. I wouldn’t know that. 

Mr. Correr. You just investigated the case ? 

Mr. Cunnincuam. I investigated the case. 
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Mr. Correr. And you determined there were certain conditions that 
probably could have been handled a lot differently, did you not! 

Mr. CUNNINGHAM. Yes, sir. 

Mr. Correr. And could you enlarge on that a little bit? Could 
vou tell me what you found with respect, for instance, to bonds on 
these warehouses ? 

Mr. CunniNcuam. Well, during the period that these beans were 
in storage there were periods when some of the warehouses operated 
by Tanner’s, Inc., were not under bond. The Cortez Warehouse of 
Tanner, Inc., was not under bond from May 20. 1949, until Septem- 
ber 13. 1949, and it wasn’t under bond from October 29, 1950, to 
February 1, 1951. 

Mr. Correr. Was that an oversight or how did that come about / 

Mr. Cunnrncuam. That was brought about by the fact that the 
United States Warehouse Act people were handling the bonds for the 
Cortez warehouse at that time. At that time they didn’t have any 
outstanding warehouse receipts at any particular warehouse, there- 
fore they didn’t have a bond there. 

The Cuamman. Was this supposed to be empty as far as they 
knew ¢ 

Mr. CUNNINGHAM. As far as the United States Warehouse Act re- 
ceipts it was empty; yes, sir. 

The CHatrrman. Was that true’ 

Mr. Cunninouam. No; that was not true. He had beans in stor- 
age. I have the details with reference to the beans that were on store. 

‘| he CH AIRMAN. Was that wareloused under Federal supervision ¢ 

Mr. CUNNINGHAM. Yes. 

Phe CnatrMan. For what purpose? What do you mean by Fed- 
eral supervision—if it was not checked? That is the part I cannot 
understand—the fact that you had beans in there through the Rocky 
Mountain receipts and then other receipts. It strikes me they ought 
to be handled in the same category. 

Mr. Cunnrnouam. In reality the United States Warehouse Act 
inspector was supposed to check everything in store by warehouse 
men at the time he checked the warehouse. ; 

The CuHarrman. Yes. 

Mr. Cunnineuam. Allright. At the time the United States Ware 
house Act inspector went to Tanner’s office for the total obligations, 
and Tanner and his employees didn’t advise the United States War 
house Act inspector that he had these CCC beans on store. 

The CHamman. Would not an inspection have found that out / 
Should not they have looked at the books and found that out ? 

Mr. Cunnincuam. They should have, but it was not their practice 
to look at the books. 

The Cuarrman. Was that a bad practice? 

Mr. Cunnincuam. I would not know. It would appear it would be. 

The Cuamman. Of course it is. I say it is a bad practice. 

Mr. Correr. How do you determine whether a warehousman is 
short if you do not look at his books and match his warehouse receipts 
with a physical inventory and have a weigh-out? 

Mr. CUNNINGHAM. It would seem that common knowledge—— 

The Cuamman. You mean common sense? 

Mr. CunnincHam. Common sense, yes, would dictate that. 
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Mr. Correr. You people in conjunction with the Division of Audits 
here in Agriculture check out these warehouses now, and it only takes 
2 or 3 days in most instances to find out whether a warehouse has a 
short position or not; is that not so? 

Mr. Cunnincuam. That is true. 

Mr. Correr. Your long investigation comes in working from that 
short position and determining when the conversion was made and to 
whom the sale was made and that type of detail; is that right? 

Mr. Cunnrycuam. That is true; yes, sir. 

Mr. Corrrer. So how many inspections were made before the shortage 
was discovered? No. 1, by the Commodity Credit personnel—— 

Mr. Cunntncuam. I think there were four by the Commodity Credit 
personnel. 

Mr. Correr. And they never did discover it? 

Mr. Cunntncuam. No, sir. 

The Cuatrman. Did they make a thorough inspection as far as you 
know ? 

Mr. Cunnincuam. Yes, sir. They inspected the one warehouse at 
Gallup, N. M. 

Mr. Correr. And they did not find it because they took Mr. Tanner’s 
word the beans were somewhere else? 

Mr. Cunninouam. That is right. They made a full physical count 
of the beans stored at Gallup, and then Harold Tanner told them the 
rest of the beans were stored in Colorado. 

The Cratmrman. How many were involved in the rest of the beans 
you speak of ¢ 

Mr. Tanner. It varied from 50,000 to 70,000. 

Mr. Correr. Hundredweight ? 

Mr. ‘Tanner. Yes, sir. 

Mr. Correr. And the United States Warehouse inspectors, how 
many were in Colorado? They were going around counting the bags 
there; is that correct. 

Mr. Cunntnouam. That is true, but there is one point that has not 
been brought out here. Mr. Tanner also had beans stored in ware 
houses other than those owned by himself. Naturally the United 
States Warehouse Act inspectors checking Tanner’s complete opera- 
tion—that is warehouses owned by him—would not find those beans 
stored in other warehouses. 

Mr. Correr. Well, either the Commodity Credit or the United 
States warehouse inspectors could not make a complete inspection ol 
a warehouse if the inventory was not there, could they / 

Mr. Cunninouam. That is true. 

Mr. Correr. And when the receipts called for them to be ther 
and they were not there, they should be right on notice then there 
was something wrong, or they would have verified that the beans were 
somewhere else. Is that not correct ? 

Mr. Cunnrneuam,. That is true. 

Mr. Correr. And did you find out whether there was any coordina- 
tion or exchange of information between those two associated organ 
zations of the Department of Agriculture with respect to where the 
inventory was? 

Mr. Cunninouam. There was no exchange of information with 
reference to the number of beans stored with Commodity Credit 
Corporation until November 1950. At that time Mr. Clifford com- 
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municated with—he is the United States Warehouse Act inspector 
communicated with PMA Commodity office in Dallas and determined 
the amount of Commodity Credit beans that were supposed to be 
stored at that time. 

The CuHatrman. Do you know what process he went through in 
order to determine that? 

Mr. CUNNINGHAM. He sent a telegram—— 

The CnatrmMan. I do not mean to notify them, I mean in finding 
out whether there was a shortage. In other words, how different 
did he act then than at other times? 

Mr. Cunntncuam. The only thing he did—you see each time he 
made the count and determined the inventory. 

Phe Cuamman. Yes. 

Mr. CUNNINGHAM. That was the first time he determined what the 
obligations were to CCC, 

The Cuamman, Is it your contention that he did not have to do 
that ? 

Mr. Cunninenam. No. That was not in accordance to his pro- 
cedure. He did that apparently on his own. 

The CuarMan. Applying common sense again 

Mr. CunntncuamM. Common sense, yes. 

The Cramman (Continuing). ——You think he should have done 
it hefore ? 

Mr. CunninGcHuaAM. It would appear he should; yes, sir. 

The CHatrMan. Yes. So that the advantage of Federal inspection 
did not amount to as much as it is supposed to: is that riaht ? 

Mir. CUNNINGHAM. Yes, 

Senator Jonunstron. Where a man has many warehouses that he 
is using, how could they check all of them at one time. 

Mr. CUNNINGHAM. Now at the time I started this investigation 
on January 18, I took a warehouse examiner with me, and we checked 
all warehouses where Tanner had beans stored. At that time he had 
beans stored in seven warehouses. That was the first time that it 
was actually known how many beans Tanner, Inc., owned or had on 
hand. 

The CHARMAN. You mean not as owner but as warehouseman? 

Mr. CunNiNGHAM. Well, yes, as warehouseman; that is true. 

Senator Arken. So far as I can see, Mr. Chairman, the final dis- 
covery of this thing must have been an act of God. 

The CuAtmrMan. It evidently was. 

Mr. Correr. Mr. Cunningham, if the first inspection had been com- 
pletely and properly made would there have been a_ shortage 
discovered ? 

Mr. Cunnrncuam. Yes. Any inspection during this time period, 
if you checked all warehouses and had known the obligations, you 
would have found the shortage at any time during the shortage period. 

The CHarrman. Is there any way by which you can find out when 
the shortage actually took place from the inspection you made# 

Mr. CunntnGuam. Yes, sir; we have a complete running inventory 
of the shortage throughout the entire period from the auditor's books. 

The Cuatrman. When was Mr. Tanner’s company first short of 
any beans? 

Mr. CunNinGHAM. He was short 967 bags at the time Commodity 
Credit Corporat ion took the beans over in May 1949. 
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The CuarrmMan. 967 bags? 

Mr. CunNINGHAM. Yes, sir. 

The Cuatrman. That is a comparatively small amount to what 
he had, I presume? 

Mr. CUNNINGHAM. Yes. 

Mr. Correr. At the time they took over he had approximately 
140,000 bags, did he not ? , 

Mr. Cunnineuam. At that time, he had 124,000 bags. 

Mr. Correr. Yes. Go ahead. 

Mr. CunninGHAM. And this shortage increased until the crop year 
of 1949, and then he bought back some of the beans? 

The Cuamman. Just a moment. How short was he in the spring 
of 1949? 

Mr. Cunntncuam. In the spring of 1949 he was short about 73,000 
bags. 

The Cuarmman. What date? 

Mr. Cunnincuam. On March 1, 1949, he was short 73,590 bags. 

The Cuatrman. Did that come to the attention of any Government 
official ? 

Mr. CunNinGHAM. No: this was not determined until the investi- 
gation I made in January and February of 1951. 

The Cuamman. Did the Federal inspectors determine the shortage ? 

Mr. CUNNINGHAM. No, sir; they did not determine it. 

The Carman. And if they had used common sense they could 
have found it out then, could they not ¢ 

Mr. CUNNNINGHAM. Yes, sir. 

Senator Jonnston. Do they require any monthly reports to be made 
by the warehouseman ? 

Mr. CunnitncHam. Yes; he submitted monthly reports to the PMA 
Commodity office in Dallas, and in those reports he showed he had 
the full amount of Commodity Credit beans on hand at all times. 

Senator Jonnston. He must have been keeping two sets of books. 

Mr. Correr. Is there any evidence of that? 

Mr. Cunntncuam. No. The actual records he had and made 
available at the time of the investigation we have checked out all the 
way through, but they show clearly there was a shortage throughout 
the entire period. 

The CHamman. But that shortage you could not determine from 
the records he sent to the Commodity Credit, could you? 

Mr. CuNNNINGHAM. No. 

The CuarrmmaNn. It all balanced? 

Mr. Cunnrncuam. That is right. 

Senator Jounston. He did not send a complete account of what his 
books really showed ? 

Mr. Cunnrnenam. That is true. 

Senator Arken. How did you know he was short 900 bags when 
the beans were taken over in May 1949? 

Mr. CunnincuHam. We determined the number of bags that he 
had on hand at all warehouses and added those up, and we determined 
how many he had, and then we deducted the producer-owned beans 
and what he had left was Commodity Credit beans. 

Senator Arken. These beans you took over, were they beans on loan 
in his warehouses ? 

Mr. Cunnineuam. Yes, sir. 
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Mr. Corter. Originally ? 

Mr. Cunnincuam. Partly in his warehouses and partly in other 
warehouses. 

Senator Arken. When did you find he was short 900 bags—at the 
time the beans were taken over ? 

Mr. CunniINGHAM. Not until the investigation. 

Senator Arken. You did not bother to check at the time the beans 
were taken over? 

Mr. CunninGHAM. As far as I know there was not an actual check 
at the time they were taken over. At that time, though, you must 
bear in mind they were under the United States Warehouse Act 
receipts and those receipts were not exchanged until May 14, 1949. 

Senator Arken. But those bean receipts were in charge of the 
PMA office? 

Mr. CunnincHAM. Yes. 

The Cuamman. If all of this was federally inspected, who was 
responsible for this 967 shortage? Why did they not find it out? 

Mr. CunnincHam. Well, there was an inspection right about that 
time. It could have occurred within his warehouse. There is another 
way that could have occurred: You see it was not known by the 
United States Warehouse Act inspectors how many beans were farmer- 
owned. They could have been counted in there. That is a compar- 
atively small amount compared to the large amount of beans he 
handled. 

Mr. Correr. Do we have any other dates on which he was short to 
a greater extent? Would you supply a couple more periodic dates 
on the shortage position ? 

Mr. Cunntneuam. On September 1, 1950, he was short—— 

Mr. Correr. What date in 1950? 

Mr. CUNNINGHAM. September 1. He was short 132,000 bags. Now 
that was partially replaced in the 1950 crops of beans. 

Mr. Correr. He would buy new beans in and replace that inventory / 

Mr. CunnrncHuam. That is true; yes, sir. 

Mr. Correr. And then his money ran out ? 

Mr. Cunnincuam. That is true. 

Mr. Correr. Can you give us the dates on which the inspections were 
made by the Commodity Credit office inspectors and the dates on 
which the inspections were made by the United States warehouse 
inspectors and the names of those inspectors ? 

Mr. Cunnrncuam. I will take the United States Warehouse Act 
inspectors first. On July 20 and 21, 1949, R. T. Clifford and C. W. 
Smith inspected the warehouse at Gallup. On November 11 and 14, 
1949, Harold I. Hollister inspected the warehouse at Gallup. On 
January 26 and 27, 1950, R. C. Clifford and Harold L. Smith inspected 
the warehouse at Gallup. 

Senator Ture. May I interrupt at that point? What is the nature 
of the report they would submit after the inspection ¢ 

Mr. Cunnincuam. They submitted a report showing 

Senator Tyr. Have you the type of a report which they would 
have to fill out, or did they just make a report by letter ? 

Mr. Cunnincuam. They had a regular report form. I do not have 
one with me right now. 
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Senator Tuyr. Can you furnish us with a report in order that w 
may know how and in which manner they report the inspection of 
that warehouse / 

Mr. Cunnincuam. Yes. 


Exurpit No. 32 
W. A. Form No. 5 (General) 


Nore.—This form to be used in making original examination of warehouses storing grair 
dry beans, peanuts, cottonseed, canned foods, sirups, dried fruits, and potatoes 


Commodity 
Case No 


UNITED STATES DEPARTMENT OF AGRICULTURE 
ADMINISTRATION U. S. WAREHOUSE ACT 
WASHINGTON, D. C. 

ORIGINAL WAREHOUSE INSPECTION REPORT 


1. Name of applicant - iguana 
Street address - ‘ 
Town Count) 
Name of warehouse 
oo Ea ee a eee 
4. Town. MS County ; ‘ State 
5. Describe accurately the property as it is to be described in license. 

NoTe.—A licensed warehouse may be composed of a single bin or compartment, 
or of any number of bins or compartments of one or more buildings located in 
the same town, which are under the same management, and for which records 
and accounts are kept in the same office. 

Capacity 
Bins, tanks, or 
interstices 


(numbers) Bulk Identity 
preserve | 


Compartments 
(numbers 


1 Express in terms required by regulations 
Has applicant ever been licensed? . Give license number 
Land 
State whether applicant is either owner or lessee of Warehouse — 
Equipment 
Does the applicant operate, or own, or is he financially interested in any 
other warehouse or business? _. If so, give particulars 
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9. Does the applicant agree to conduct his warehouse as a public warehouse 
if licensed? — i si ? 


What portion of the year, if any, will the warehouse be closed? 
Does the applicant agree to post required notice? 
What eligible products are to be stored? 
(a4) Any noneligible products 
Where is the main office located? , 
Is a fireproof safe, vault, or compartment provided for the safekeeping of 
the records? . _ — ‘ , , —_ 
If not, describe the place and construction of building in which they are 
kept a ee 


RECORDS 


Accounting system (compare warehouseman’s records with the 
marking (V) those which check and (X) those which do not): 
(a) Financial records: 
(1) Cashbook. 
(2) Ledger 
(3) Bank record. 
(b) Storage Account, which shall show for each lot of products 
received 
(1) Its net weight or quantity, including dockage, if any. 
2) Its grade, when its grade is required to be, or is ascer- 
tained. 
Its location in the licensed warehouse. 
(4) The dates received into and delivered out of storage. 
(5) The receipts issued and canceled, by number and date. 
(ec) Individual Depositor’s Accounts, which shall show in detail: 
(1) All products received from him and delivered to him. 
(2) All insurance policies taken out and canceled on properties. 
(3) Statement as to where such policies may be found 
(d) Insurance Register, which shall show: 
(1) All insurance policies taken out and canceled on products. 
(2) All insurance policies taken out and canceled on properties. 
(3) Statement as to where such policies may be found. 
If the present system of accounts used by the warehouseman does not con- 
form to these requirements, does he agree to provide an adequate system 


before beginn ne operations as a licensed warehousemun ‘7 


INSURANCE 


In case applicant owns this property, how much insurance is 
building? 
Do the policies covering buildings contain coinsurance clauses 
If so, what is the limitation percentage? 
How much tornado insurance, if any, is in effect? 
What is the value of the warehouse property, not including value of land? 


Have warehouseman state specifically what rule as to insuring products he 
will adopt if licensed 

Does applicant agree to post a notice in prescribed place setting forth his 
policy as to insurance? 


FLAT WAREHOUSES ONLY 
(Questions 22 to 28 applicable to flat warehouses only) 


(a) What is the type of construction (fireproof, slow-burning, semi-slow- 
burning with frame end walls, ironclad, or frame)‘ 
pe eek 
Condition of repair 
How heated ‘ se : él 
Number of stories_- Height, each story (floor to ceiling) 


Inside dimensions: Length_ a 
Width____ A Ee ———- #83832 
Number of bins amie 
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State material of which constructed and condition of each of the following 
ee ee 
Basement floor___ Doors and frames___.....-.- = 
Ground floor__- 4 - Window sash and frames_____- 
Other floors____-_— _.... Skylight sash and frames___-_- 
If the roof leaks or any of the doors or windows are in bad condition, specify 
here and make a special report under “Remarks” 
Basement. (How reached?)_......... Artificial lights necessary ?- 
Does water stand in basement or is there any foul condition that might 
cause products to deteriorate?_____- 


‘ Condition of repair of stairway_- ane 
If the entire building is not to be licensed, state the materials and cor 
struction of the partitions which will separate the licensed from the ur 
licensed portions. (If part of warehouse is to be licensed it must be set 

off by proper partition from balance.) — 


Nore.—Questions 29 to 44 to be answered only in making original examinati: 
of potato warehouses and such questions as especially apply to cottonseed and 
canned foods. 

29. 

30. 

31. 

32. ne ribe fully the eatetion. 

33. Bins. (How construc ted ?)_ False floors ?____ Slants 
(b) Are walls sli itted | so as to per- 
mit Sons c hearers was of air?_. (d@) Are bulkheads so arranged 
as to permit circulation through front of bins 

Heating equipment, what kind?_._.__ (a) If stoves used, what kind?_ 
(b) Are stoves so located and insulated as to protect building in accord 
ance with local insurance IIE Ts cconceanatdenteigegnteitiventnananieesivinapes 


“What te A K 
At w bat te lemper rature is _ house ordinarily kept? 


What chemic als are used? ? 
Is house equipped with shutters or other means for exc luding light? 
Describe conveyor equipment - . 
If conveyors not used, how is wi: arehouse filled? 
Describe grading machinery 
Describe fully handling methods in vogue at warehouse ; are all product § 
EA ReneS eer ee 


ELEVATORS ONLY 
(Questions 45 to 55, inclusive, applicable to elevators only) 
Head house 


45. Furnish the following information: 


Number of stories Width Length Height Repair for 


material 


Construction | Copa of | Purpose u 





Basement ; : 
First floor | 
Second floor 
Third floor 
Fourth floor... 
Fifth floor 
Sixth floor. 
Seventh floor. 
Eighth floor. . 
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46. What style roof is used? 
47. Condition of repair 
48. Describe the following: 
Floors connec 


ver elevators 


49, Number of elevator 
Receivers a ' ., capacity per hour (inti. Be 
Shippers , capacity per hour__-—- bushels 
Cleaners seam CHRREY BOF DOU....... __... bushels 
, Conveyors: 
(a) Number of transverse conveyors_____-.__._. Kind_~— 
Location =e ws ake . Capacity 
(b) Number of longitudinal « —"o 
Location_____- 
General machinery: 
(a) Grain cleaners (sizes, 


(c) Corn she llers, . hs ic “kle rs, . and bale rs (sizes, locations, and makes) ~~~ 


(d) Number of driers. ; 
Capacity per hour_ 
Location —__~- 4 . es 
Method of heating a SS 
(e) Describe briefly any other conditioning mac hine ry in the wi ‘arehouse, 
stating its location — _ = = aninapenen 
(f) Describe any mac chinery i in w arehouse not used for storing rore aring 
for grain but which might constitute an increased fire hazard__-_- 


52. Loading and unlo: iding fac ilities: 
(a) Number of marine towers__- Portable or stationary ?____- 
If portable, describe power, location of same, and method ‘of 
transmission to tower machinery. Describe fully, stating 
capacity ~~ 


(b) Number of tracks wi ith 1 receiving pits 
(c) Number of grain-receiving pits to each trac k_ - 
(d@) Number of cars that can be spotted at one time for unlos iding___ 
Average time required for unloading car-__-.--_-_. 
(e) Is there a drip shed for cars to stand in before unlos ding?___ 
53. Steam power. (NotTe.—Fill in the following only if steam power is used. 
Describe location and construction of boiler room 


54. Gas or electric power (Nore. - —F ill in the following only 
power is used. 
(a) Number of motors used : “ 
(b) Any unsafe conditions? If so, describe 


(c) Is powerhouse attached to elevator?_._._... Construction 

(d) Is “the ‘power adequate and in working condition for oper: iting the 
conditioning machinery and all shipping and receiving legs 
simultaneously ?___ a anil . er ete 
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Provisions for dust: 
(a) Is there a dust-collecting system ?__ —— ‘ If so, describe 
it fully, stating what disposition is made of the dust__- 


(b) Describe condition of elevator with respect to dust at time of 5 
_ _ - ‘ y aes 


Dust house construction_—_ . ii eee 
Location = How often cleaned__ 


GENERAL QUESTIONS 
56. Give the following information on grading facilities: 


Designate 


58. Can all buildings be locked? ~ 

59. Is warehouse located near a stream or body of water? 

60. Is this likely to cause damage to the stored product, or to interfere wit! 
operations of the warehouse in either receiving, delivering, or reconditior 
products? ‘i ~— 

61. Are all parts of the buildings properly lighted, and how? 


62. Describe facilities available for preventing and combating fire 


63. Surroundings of warehouse property: 
North : feet to 
South : ‘ feet to 
East : feet to 


West feet to 
Describe watchman service ion _ 
In what kind of package is the product customarily stored? 
What is the customary manner of arranging the products in storage’? 


Has the warehouseman read the act and regulations? > aE ED 
does he agree to do so and to have the employees connected with 
licensed warehouse also to read them ?-_ edhenedieil . 

Does the warehouseman understand that he must begin operating as 
licensed warehouseman when his license is issned and that weight 
grade certificates, under certain conditions, and warehouse receipts n 
be issued on products received for storage? A 

Does applicant agree to post a copy of schedule of charges for services 
the main office where receipts are issued ?___..._.___-__ 
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70. Has the applicant been successful in business? P . iicinadicantl 

Interview at least three reputable businessmen, including one banker 
and the postmaster, if possible, and report fully, giving name, address, 
and business of each. _.---~-~- a sttniasureninepaeasontnaasentatsniaaiehiaiat 


1. (a) If signs or advertising appear on properties to be licensed, describe 


‘ 
fully, indicating the exact wording, using a separate sheet of paper if 
| EM TS EL LIST ESET oe — shat Retnipagenmannticabipicnni 
(b) Will proper signs indicating proprietorship be erected?_._-..----_-_--~ 
72. Describe losses of warehouseman through fires ae me 
73. What is your opinion of manager or plant superintendent?____~-~~ <3 OP 
74. Have you supplied warehouseman printer’s order (a) for receipt? ; 
(b) Copy for weight certificate? (c) Copy for inspection 
certificate ? (d) Has he agreed to order these printed as soot 
as licensed? . 
75. Have you prepared bond for warehouseman?____- -- In what amount? 
b 


(Get it executed, if possible, and send in with this report) 
76. Do you recommend the issuance of a warehouse license to the applicant? 


77. Did you thoroughly instruct warehouseman in act and regulations? - 
78. (a) Did you personally meet inspectors, graders, and weighers, and instruct 
them? wee (6) Do you recommend them? 

79. Did you present warehouse act to bankers in vicinitv’ 
80. Specify any outstanding desirable or undesirable facts in connection with 


this applicat 


$1. Remarks : 


82. All of the statements and answers on this examination report are true to 
the best of my knowledge and belief 


, 198 (Signed) OO I Lo — 
Date of inspection Warehouse inspector 
Reviewed by —_ a eee ae ee , 193 
SPECIAL OBTAIN AND SEND WITH THIS REPORT 
Sworn financial statement showing condition of firms as of some recent date 


(Statement should not be over 90 days old.) 
Statement of Individual in Charge of Warehouse (Form 1-B). 

Copy of articles of association, incorporation, and charter. (If Charter 

not available, find out when it expires and report here ) 
If corporation lacks authority to conduct a public warehouse, adviss 
Management must show legal authority to do a public storage business 
before they can be licensed. 

(dq) Copy of lease, if applicant is lessee of either land, buildings, or anv of the 
equipment necessary to conduct the warehouse 

Copy of warehouse charges and rules and regulations. One copy must be 
posted if licensed. 

Diagram or blueprint of warehouse, with dimensions of bins and compart 
ments. Shade compartments to be licensed. Make out three copies 
W. A. Form 5, Supplement No. 1. Leave one with warehouseman to be 
posted if licensed 

Fill out and attach complete stock report (W. A. Form 22, Supplement 3) 
showing quantity and kind of product in the space to be licensed. 

Applications from inspectors and weighers. 

Check which of above accompany your report 


ij 
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W. A. Form No. 20 (10-18-45) (General) 


Reviewed 


Vo letter 


UNITED STATES DEPARTMENT OF AGRICULTURE 


PRODUCTION AND MARKETING ADMINISTRATION 
WASHINGTON 25, D. C. 


SUBSEQUENT EXAMINATION REPORT UNDER THE UNITED STATES 
WAREHOUSB ACT 


NOTE TO EXAMINER.—-During this examination, interview at least two responsible busi- 
nessmen, preferably bankers, as to the standing and financial condition of the warehouse 
man and the re putation of the persons in charge of operations at the warehouse and rey: 
under question 77. Where a new manager, individual in charge of warehouse, or cust: dis al 
has been pppeseeee since the last examination, have him make out usual statement, in- 
vestigate him if possible, and report fully. In case there is not sufficient space to answer 
any question, make answer under heading “‘Remarks” or on separate paper with proper 
reference to question. 

1. Name of warehouseman 
Address: Street 
Name of warehouse 
Location : + aad 
Date of license 


5. Give dostennidibins of each licensed compartment 
Name of individual in charge of warehouse__________ 
Has the individual in charge been changed since last examination? 
If the actual management of the warehouse is delegated to any person other 
than the individual in charge, give the name of such person____________ 


If the individual in charge of warehouse or any custodian or assistant 
manager does not devote his whole time to the business of the w: arehou Ist 
describe the nature of his other occupations and the names of his employers 
if any 


Have you any reason to believe that the individual in charge or any 
employee of the warehouseman receives any part of his compensatio! 
either directly or indirectly, from any depositor of goods in the warehouse? 

Explain 


Does the warehouseman’s system of accounts meet the requireme nts of t 


| RS If not, explain 


Are all records when not in use, including | copies of issued receipts 
unused receipt forms, kept in a fireproof safe or vault?_____ If not, exp! 


Give names of persons authorized to issue receipts and state where rece 
are issued 


State the schedule of charges in effect at the warehouse or attach a copy of 
current tariff, including rules and regulations___~ 


Ww he re is the schedule of charges kept posted?____. asendini 

If the w arehouse is not kept open every business day for a period of not less 
Is the w arehouse being conduc ted as a ‘public storage warehouse? 

What is the warehouseman’s 
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20. List the insurance policies in effect on licensed products, as to names of 
companies, and amounts: 


21. ¢ ‘heck the licensed product or products i in “the licensed wi arehouse “against 
records as follows: 


Insur- | Amount 
ance i! ur- 


rate per ance | Insured Non- 
$100 carried aieaih insured 
“@ stock 


the approved form of warehouse receipt has not been issued for 
licensed ore stored in the warehouse, explain__- 

Are cant ele d receipts ke p t file d in numerical sequence ?_ 
If not, explain itedeniian elimina , “ . 


If any receipts have been issued in lieu of lost or destroyed receipts, give 
the number and date of each such new receipt, the number and the date of 
the lost or destroyed receipt, and state whether or not the regulations were 
followed with respect to affidavit as to loss and bond ; " 


If multiple form of re ceipt is used, what procedure is followed in making 
partial deliveries? teeta seiilaialenaahat edi celina 
Has the warehouseman delivered products covered by nego otiable receipts 


If so, explain why - eneeee we ee ee ee 

If nonnegotiable receipts are ‘issued for lice nsed produc ts, are the regulations 
complied with when deliveries are made?___-~- 

How are receipts canceled ?___---~- Ea ae ae 

On approximately what p roportion of rece eipts issue ed does Ss the warehousem: in 
state grade? . = sneiipcaniabeniins 

If the grade is not st: ited on rec eipts ‘for nonfungible products, “what evi- 
— is there that specific requests that it be omitted have been made 
by depositors? PL PE eae ie eo . 

If receipts are issued without grade, or other information for which a blank 
space is provided, are they marked as required by regulations?_ 

If all licensed products are stored in the licensed warehouse are not cove red 
by licensed receipts, explain why__------ nh St 
If licensed receipts have been issued for products not stored j in the licensed 

ARE tenes Ei ITLL Ree ae ae anes 
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34. Fill in the following, showing each inspector, sampler, grader, classifier 
or weigher licensed for this warehouse: 


Name of Licensee License number Kind of License 


36. 
Of gri 0 
Of weight? 


If such certificates are issued, do they comp ly with the r requirements of the 
Act and regulations ?_ 
(If in doubt submit a copy with report.) 
Are copies of certificates kept filed in accordance with the regulations ?_ 
Is the method of sampling in accordance with the me ees olarinentinetnnins 
Is a set of grade standards available for use 
If so, to whom do they belong, ¢ 
State the condition in which you found the sector Any 
How did you determine its condition? - 
What products or commodities other than those cove red by the license does 
the warehouseman store in the licensed warehouse? : is : 
43. Does the storage of such products tend to injure the licensed products or 1 
increase the fire hazard? Ma piisdienplaehitidainnaiaiad 
If so, a ain fully sheaiial 


44. Does the warehouseman prope rly mi irk or ti ig produc ts store od ‘in ‘the lice nsed 


warehouse? 
Describe 


45. Are the 


products so stored in the licensed warehouse that they mey lb: 
accurately counted and identification numbers checked ?_ 
If not, explain___- 


46. Are the commodities in the warehouse so arranged as not to “obstruct free 
access thereto and the proper use of sprinkler or other fire equipment? 


If not, explain 
Are wet or 
damaged ? - 
If so, explain 
Are products stored in contact with the earth or damp floors ?_ 
If so. expla iin fully 


damaged products stored in contact with products not wet or 


Benevibe aa to ahead arrange ment a Se 

If products are stored in contact with damp w: alls, or in any other manner 
in Which damage is likely to result, explain _ 

Describe warehouse as to general cleanliness, both inside and outside 
paying special attention to rubbish and waste on the inside and weeds and 
leaves on the outside 


Are all loose commodities kept j in a separate space or container_ 
If not, explain 


If the warehouse is equipped with water casks, are such casks. kept filled, 
with pails available? 
If not, explain 


54. Are any products or commodities stored in open courts or other 


r areas outside 
of the buildings? 





5G 


»? 
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If such storage, in your opinion, constitutes a dangerous fire hazard, describe 


t 


Describe any walls, floors, or roofs of warehouse buildings not in good repair 
If there are skylights, windows, or other structures in which glass is used, 
state condition .. the BS 8 Se, - : ‘age 
If an entire building is not licensed, describe the construction of the partitions 
or division walls separating the licensed from the nonlicensed space as to 
material, height, and adequacy ; B 


Are a‘l doors between licensed and nonlicensed spaces kept securely locked 
at all times except when the individual in charge or the custodian is 
present? Explain 


Is there any evidence that any person not employed by the licensed ware- 
houseman has access to the warehouse or that any such person has a key 
to the licensed space If so, explain 


If the warehouse is a “field” warehouse, explain the procedure followed 
in placing the products in storage and removing them therefrom 


Are all doors in good repair? Describe any exception 

Are all exterior doors and | interior doors, other tha 1utomatic, Kept 
closed at night Describe any exceptio! 

Are all doors kept obstructed ? If not, describe 

State any conditions, not previously mentioned in this report, that tend to 
increase or cause fire hazard 

Does it appear that the warehouseman, at all times, exercises that degre: 
of care, with respect to the products in the warehouse, required of him b 
the regulations If not, explain 

If the warehouse i eld warehouse,” have the required signs as to 
tenancy been posted Describe signs and locations 

Upon direct question, has the warehousema: nspector, sampler, grader, 
classifier, or weigher any information relating to any violation o 
uct or regulations that has not been stated‘ 

If you think any license should be suspended or canceled, give name of 
licensee and reasons ; ? ; 

Have you received any information indicating that any person, firm, or 
warehouse is being represented as licensed in any capacity under the 
act when such is not the case‘ If so, state particulars 

RECAPI 

State here an Vioiat ns or conditions pre . repor land ca 

attention of the warehouseman that have not been remed i 
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71. State here violations and conditions contrary to the act and regulations 
found on this examination_ - - - - -- é ; seats 


72. Did you call the manager’s attention to the above violations and conditior 
...... State clearly if he agreed to remedy same and how 


73. Have you any reason to believe that 
act should be invoked? State circumstances 


74. Fill in the following, showing licensed receipts issued and canceled since last 
examination; licensed receipts outstanding; and licensed and other stocks 
in the licensed warehouse. (Norre.—lIf the multiple bale or package form 
of receipt is used, show the units represented by such receipts.) 

> Unit Chee 
From Warehouse Records By | nit Check 
Count 
Nonlicensed 
Receipts Stock covered 
by licensed | Other stoc 
receipts on | on hand 
ding s Tot ‘ f 
Outstanding last Issued since : r a] Tot ul hand 
examination ‘ outstanding | outstanding 


Licensed Receipts Issued, Canceled, and Outstanding 


A (B (D) (E) 


Columns (D) and (EF) should correspond with columns (F) and (G), respective 
in case of a variance, explain fully 


75. If per unit check was not made, state number of units, selected at randon 
from outstanding receipt list, actually located . How many 
units, so selected, did you fail to locate? 

76. Bonded receipts issued Bonded receipts issued 
from To. from to 

Bonded receipts issued Bonded receipts issued 
from. ge from to- 

Bonded receipts issued Bonded receipts issued 
from te... ' from. : 

77. Sampling and loose cotton data: 

B/C received since last examination__- 

B/C sampled or resampled_-_ 

Loose on hand last examination 

Loose accumulated since___- 

Loose sold since 

Loose on hand now 

Number samples observed drawn 

Number weighed _ aire 

Are all samples drawn by licensed samplers? 

Are samples representative of the bales ?_____~- 

Are samples properly identified ?_..._._.....______- 

Is sampler careful and competent ?_____- 
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78. Detailed report of interviews with responsible businessmen to be made here. 


79. Date examination started ____ eee ONS Dai ot AT St , 19 ee ees 
a aI SO alesis aenhabiiedipilsiietiols , by abstained ee 
Names of examiners Time each spent on examination 


INCLOSURES 


80. List below every inclosure or supplemental paper which is to form a part of 
this report and attach same hereto: 


(A) hal sameienee Og ge eet a EE Oe 
Sa SE SS ee (G) BEE ae ee ee 
(es) « ie cal © sie (H) . Oe Ee EL ee 
(D) = spiilincaahitentidiciiais “ 1 a oo Se eee 
gE EE RR va (J) a a 


S81. The answers to these questions and the statements contained herein are 
true to the best of my knowledge and belief. 
(Signed ) 


(Examiner making report 

Senator Ture. They must have a regular form they use. 

Mr. CunnrinGHAM. Yes, they have a regular form, and it shows the 
total amount of stock on hand both under the United States Warehouse 
Act and for others. 

Senator Tuyr. If they made a physical check-up and filed that re- 
port in accordance with their duties and responsibilities, then there 
could not have been a shortage. Is that not true? 

Mr. Cunnineuam. That is true provided they have actual liability 
before they start. 

Senator Tuyr. Yes, but that report possibly would require what 
the records showed as warehouse receipts or what warehouse receipts 
were out. 

Mr. Cunnrneuam. Yes. They report that in two categories. 

Senator Ture. Yes. 

Mr. Cunnrncuam. One, commodities covered by United States 
Warehouse Act. 

Senator Ture. Yes. 

Mr. Cunnineuam. What they call insured receipts. 

Senator Ture. Yes. 

Mr. Cunninouam. The rest are lumped together in what is called 
noninsured stock. 

Senator Toye. And that noninsured stock would be what type of 
beans—producers, or Commodity Credit beans? 
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Mr. Cunnitncuam. It would include Commodity Credit beans; yes, 
sir. 

Senator Ture. But the report no doubt compels them to list what 
was the noninsured as well as the insured ¢ 

Mr. CunnrncHamM. Yes, that is true. 

Senator Tuyr. And they are not supposed to fill that report in 
unless they have determined from the warehouse receipts and the 
actual beans in the warehouse ¢ 

Mr. Cunnincuam. That is true. 

Senator Tuye. So if an inspector went in there and in accordance 
with the reports that he was filling in did the inspection, he would have 
checked the shortage right then and there, would he not ? 

Mr. Cunnincuam. If he had known the liability, ves. 

Senator Ture. He would be bound to know the liability if he 
checked the warehouse receipts book, because there is a copy in the book 
of every warehouse receipt that is filled in and given to either the 
producer or the Commodity Credit when he assumes the responsibility. 

Mr. CUNNINGHAM. Yes. 

Senator Ture. And all in the world he would have to do is just 
take the number of those warehouse receipts and go right straight 
through the book and check them; is that not true ? 

Mr. CunnineGHAm. That is true, but, as I have pointed out, the 
Rocky Mountain warehouse receipts were not made available to the 
inspectors prior to their inspection. 

Senator Ture. If the inspectors filled in that report and signed 
that report and had not checked all the records or had not ascertained 
whether the records were available, they could not fulfill their duties 
as inspectors visiting the plants unless they made all those checks 
before they signed the report. Is that not true? 

Somebody had to fall down on the job. 

Mr. CUNNINGHAM. It is true because the inspection report shows 
all of the commodities stored in that warehouse. 

Senator Tyg. Yes, sir, and all the receipts out. I am sure that 
report must show that. 

Mr. CUNNINGHAM. Yes. 

Senator Ture. And if the inspector went through and filled out 
that report before he affixed his name to that report, he would hav 
to know for certain that he was making a full report and a true 
report. If he checked the beans and checked the warehouse receipts, 
he would have found that there was a shortage in that warehouss 
at the time that he signed the first report. It cannot be anything 
else. So somebody just absolutely fell down on the job. 

The CHarrman. T am still not sure about that Rocky Mountan 
receipt. Whatisit’ What isso mysterious about it? Why is it not 
treated in the same manner as any other receipt for beans that are 
put in the warehouse ¢ 

Mr. Cunnineuam. There is nothing mysterious about it. The 
only difference between it and the United States Warehouse Act 
receipt is the fact that it is on a different kind of paper, and in this 
case the United States Warehouse Act inspector did not know that 
Tanner had those receipts. 

The CuarrmMan. But those receipts indicated that Tanner was sup 
posed to have had so many pounds of beans? 
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Mr. Cunninoenam. Yes, sir. They are a negotiable receipt, with 
everything practically the same as the Warehouse Act except in- 
surance. 

The CratmMan. Could an inspector find out by examining the 
books of a certain warehouse that the so-called Rocky Mountain 
receipts were outstanding? Were they not accounted for in the 
regular books kept by a certain warehouse / 

Mr. Cunnincuam. The United States Warehouse Act receipts are 
n one type of book and these Rocky Mountain warehouse receipts 
ire in another type of book. 

The CHAIRMAN. Why should they be different, though, they all 
represent beans that are supposed to be on storage in a particular 
warehouse ? 

Mr. CUNNINGHAM. That is true. 

The Cuarrman. If the warehouse is under the control and juris- 
diction of the Federal Warehousing Act, why should it not also have 
to do with the beans represented by these Rocky Mountain receipts ¢ 
I just cannot undestand it. 

Senator Arken. Are Rocky Mountain receipts good outside the 
State of Colorado? 

Mr. Cr NNINGHAM. Yes. they are used throughout the Rocky Moun- 
tain area. 

Senator Arken. Are they recognized and accepted by banks in 
other States / 

Mr. CUNNINGHAM. Yes. 

Mr. Correr. Should anything but a United States Warehouse re- 
ceipt be issued by a warehouse which is licensed under that act ? 

Mr. CunntnGuam. They can issue either type of receipt. They 
do not have to issue all of their receipts under the United States Ware- 
house Act. 

Mr. Correr. Perhaps you are not the person to ask this question 
of, but is it proper or is it regular under the United States Ware- 
housing Act to issue a United States Warehouse receipt for inven- 
tory which is not in the warehouse where if is supposed to be ? 

Mr. Cunnincuam. No, that would not be permitted under the 
United States Warehouse Act. 

Mr. Correr. That was an irregular warehouse receipt, was it not? 

Mr. CUNNINGHAM. lt would have been under the United States 
Warehouse Act, but under the Rocky Mountain Warehouse Act re- 
ceipts, that was permitted. 

Senator A1rkeN. What is the advantage of issuing Rocky Mountain 
receipts ? 

Mr. Cunnrncuam. In this case there are two advantages: One, to 
get out from under the insurance, and the other is to permit them to 
move the beans to New Mexico from Colorado. 

Mr. Correr. Why did they want to get out from under the 
insurance ? 

Mr. Cunninouam. The cost. 

Mr. Correr. Did they consider themselves self-insured ? 

Mr. Cunnrneuam. Commodity Credit Corporation’s agreement 
does not require insurance on Commodity Credit storage commodities. 

Mr. Correr. Does that apply to wheat and other commodities as 
well as beans ? 
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Mr. Cunntncuam. I am not sure of that point, but I know it does 
not require it on beans. 

Mr. Correr. Did you not run into insurance on your grain con- 
tracts? 

Mr. Cunntncuam. I could not answer that. 

Mr. Correr. I see. 

Senator Taye. Mr. Chairman, I believe that the record must show 
the type of the report that the inspector had to fill out in order that 
we may make certain that the inspector had fulfilled the responsibili- 
ties and the duties that he had as an inspector. The record should 
show that report, or we should have in our files a copy of the report 
that the inspector filed upon the inspection of those warehouses. 

Mr. Correr. Senator Thye, we planned at a later time to have the 
United States Warehouse people and the Commodity Credit Corpora- 
tion warehouse people up Sars, and we thought we would take that up 
on that occasion. 

Senator Tre. I see. 

The CuHamman. Any further questions? 

Mr. Correr. I might just ask you to give us the facts with respect 
to the civil and criminal action which has been taken in this case— 
just for the record. 

Mr. Cunninenam. Our investigation was started on Januarry 18, 
1951. On February 21 civil action was filed and the real estate prop- 
erties of Tanner’s, Inc., were attached. 

On March 6, 1951, a trustee was appointed. At that time it was 
felt that they could operate the business at a profit. 

Some time after that they found they could not operate it at a profit, 
so on March 29, 1951, a receiver was appointed. The receiver is now 
in the process of liquidating the assets of Tanner’s Inc. 

The CHarmman. Well, all this was done under the jurisdiction of 
the court out there, was it not? 

Mr. Cunnincuam. Yes. 

Mr. Correr. When was an indictment returned? 

Mr. Cunnirneuam. An indictment was returned on October 12. 
That was found to be defective and dismissed, and then Tanner was 
again indicted in, I believe—— 

The Cuarmman. January? 

Mr. Cunntnouam. January of this year. And he has pled guilty 
to the counts in that indictment. 

Mr. Correr. Has he pled guilty to both the charges in New Mexico 
and Colorado? 

Mr. CunninGuam. Yes, the counts in Colorado covering the entire 
situation and the indictment in New Mexico was dismissed. 

Mr. Correr. When you went in in January 1951, did you go in on 
a limited investigation or a complete investigation ¢ 

Mr. CcnntnGuamM. On a complete investigation. 

Senator Tuyr. Mr. Chairman, at that point, I interrupted the wit 
ness before he got through the entire list of inspections that had bee: 
conducted both at the United States warehouses and the Commodity 
Credit warehouses. You marked your sheet, Mr. Cunningham, at 
the time that I interrupted you. 

Mr. CUNNINGHAM. Yes. 

Senator Ture. It was on that big sheet underneath there. I think 
you went into three of them. I interrupted you and you never got 
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back to it. I think it would be well if we went through and showed 
every one of the inspections that had been made both under the United 
States Warehouse Act and also the Commodity Credit Corporation. 

Mr. Cunntncuam. All right, sir. 

On April 29, 1950, an inspection was made by Bertrand H. Millard. 

On August 3 through 10, 1950, an inspection was made by O. P. 
Harren. 

On November 15 and 14, 1950, an inspection was made by R. T. 
Clifford. 

Mr. Correr. Are you giving us the warehouse on those ? 

Mr. Cunntncuam. These are all Gallup. I do not have the details 
of the other warehouses because the receipts all show Gallup delivery. 

On January 10, 1951, an inspection was made by Donald I. McCoy. 

Now with references to the inspections made by warehouse inspec- 
tors working under the direction of the PMA Commodity Office in 
Dallas, the following inspections were made 

Mr. Correr. Incidentally, there were quantitative inspections made 
with respect to beans from the Dallas office even though there weren’t 
sufficient inspections made of grain; is that right ‘ 

Mr. CUNNINGHAM. Yes. 

Now I do not have this where I can give it to you by dates and 
inspectors, but three or four inspections were made. 

The Cnatrrman. And as I understand, none of these inspections 
showed a shortage until this Federal inspection was made in which 
the Commodity Credit was notified ? 

Mr. Cunnincuam. That is true. Here is the complete statement 
with reference to that 

The Cuarrman. When was that inspection made—again for the 
record ? 

Mr. Cunnincuam. November 1950. 

The Cuatrman. And all five inspections that you have just de- 
‘scribed were made by both the Federal and CC inspectors and no 
shortages were found until that particular date? 

Mr. CUNNINGHAM. Yes. 

Mr. Correr. You have < listed for us the Commodity Credit group 
inspections, have you, Mr. Cunningham ¢ 

Mr. Cunntnenam. No, sir. Mr. Vaughn made the first inspec- 
tions for CCC. That was on August 17, 1950. 

Mr. Correr. Mr. Vaughn of the Dallas office ? 

Mr. Cunntncuam. The Dallas PMA Commodity office; yes, sir. 

On October 18, 1950, a further inspection was made by Mr. Thurry 
D. Case y. 

Mr. Corrrr. Any others? 

Mr. CunnincHam. Then there was one further inspection. But all 
of these inspections made by Commodity Credit actually inve ntoried 
the beans that were stored at Gallup, and each of these ins pections 
reported them back to the Dallas office the number of beans that were 
stored in Gallup and indicated that Tanner had failed to remove the 
rest of the beans from his warehouse in Colorado. 

Mr. Correr. Was there any follow-up or insistence on the part of 
the Commodity Credit to move those beans down there so the vy would 
col rrespond to the warehouse receipts in Gallup warehouse ? 

Mr. Cunntneuam. Not to my knowledge. 
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Mr. Correr. Over how long a period ? 

Mr. CunNINGHAM. From May 1949, to about November 1950.) And 
following the determination of the shortage in 1950 efforts were made 
to get Mr. Tanner to come to Dallas to explain why he had not moved 
the beans. And then he did not appear, and then the case was referred 
to us for investigation. 

Mr. Correr. Thank you a great deal. I have no more questions. 

The Cratmran. Thank you very much. 

Mr. Cunntnouam. Thank you. 

The CHatrMan. Mr. William Harnsberger, of the Page Milling Co. 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God? 

Mr. Harnsvercer. I do. 


TESTIMONY OF WILLIAM C. HARNSBERGER, LURAY, VA. 


The Cuairman. Give your full name for the record, please. 

Mr. Harnspvercer. Harnsberger, William C. 

Mr. Correr. What was your relationship to the Page Milling Co. of 
Luray, Va. / 

Mr. HarnsBercer. I was employed by the Page Milling Co. from 
August 1949, and I resigned from the Page Milling Co. April 20, 1951. 

Mr. Correr. April 20, 1951? 

Mr. Harnspercer. Yes. 

Mr. Correr. What was your title as an officer when you resigned / 

Mr. Harnspercer. I was treasurer and director. 

Mr. Correr. And how large a concern is the Page Milling Co. of 
Luray ¢ 

Mr. Harnspercer. A flour mill of 200 barrels capacity. 

Mr. Correr. ‘Two hundred barrels. Does that mean daily capacity ‘ 

Mr. Harnspercer. Daily capacity—24 hours. 

Mr. Correr. What is the capital set-up on the corporation / 

Mr. Harnspercer. $100,000 authorized, $75,000 outstanding. $100 
a share, par. 

Mr. Correr. Did you enter into a uniform grain storage agreement 
with the Commodity Credit at some time 

Mr. Harnspercer. We stored grain from, I think, 1939-40 for a 
period of 5 or 4 years, and then we no longer stored grain with them 
again until 1948 and from that time on. 

Mr. Correr. Had you entered into a uniform grain storage agree- 
ment at that time and continued to store grain ? 

Mr. Harnspercer. Yes. 

Mr. Correr. What was your capacity? 

Mr. Harnssercer. We had approximately 25,000 bushels in the 
frame mill building. We had just completed in 1048 the concrete type 
of elevator with capacity of 42,000. 

Mr. Correr. Is that why you entered into agreements again with 
the Commodity Credit—because you had completed that additional 
building ¢ 

Mr. Harnspercer. Yes, sir. 

Mr. Correr. It was not under guaranteed storage agreement under 
any of the special projects? 

Mr. Harnspercer. No, sir. 

Mr. Correr. Who are the other officers in your concern ? 
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Mr. Harnspercer. Mr. Miller E. Roudabush, president; Robert T. 
Morrision, vice president. I was treasurer. Mr. Ray G. Rothgeb, 
secretary and assistant treasurer; Eugene M. Spitler, assistant 
treasurer. 

Mr. Correr. How many employees did you have? 

Mr. Harnspercer. It varied from 15 to 20. 

Mr. Correr. How much grain did you take in under this Commodity 
Credit agreement ¢ 

Mr. Harnspercer. 38,000, I believe. 

The CuatrMan. Bushels? 

Mr. Harnspercer. 38,000 bushels, yes. 

Mr. COTTER. When cid you take that in ? 

Mr. Harnspercer. Well, that was taken in in July, August, and 
September of ID4S, al d then, of course, the same thing again in 1949, 
and the same thing again in 1950. We took in approximately 40,000 
bushels a year. 

Mr. Correr. 40,000 a year? 

Mr. HARNsBERGER. Yes, sir. 

Mr. Correr. And then would the grain move out during the year ¢ 
Would the Commodity Credit take it off your hands, or sell it to you 
for use for flour or what? 

Mr. HARNSBI RGER. On the 1948 crop I believe we shipped that to 
Baltimore. We bought of it from them ourselves. We bought some 
from the farmers before the loans matured. And the 1949 crop I 
think was either shipped to Baltimore or Norfolk. I believe it was 
Norfolk that year. 

Mr. Correr. You did not buy any of that ? 

Mr. Harnspercer. No, sir. 

Mr. Correr. Did you have considerable business other than this 
Commodity Credit Corporation storage ¢ 

Mr. Harnspercer. Oh, ves, flour business. 

Mr. Correr. You buy farmers’ grain and mill it into flour? 

Mr. Harnspercer. That is right. 

The Cuamman. When you made shipments of the 1948 grain there 
was no shortage of any kind, was there? 

Mr. Harnspercer. Our shortage first developed about the first of 
the vear 1949. 

Mr. Correr. When you signed this agreement with the Commodity 
Credit Corporation did you file a financial statement in connection 
therewith ? 

Mr. Harnspercer. Yes. 

Mr. Correr. Did they require a bond ? 

Mr. Harnspercer. $5,000, 

Mr. Correr. On what basis was that? Do you know for how much 
erain ¢ 

Mr. Harnsrercer. I believe the terms of the contract was $5,000 
or 10 cents & bushel for your maximum storage capacity. 

Mr. Correr. Ten cents a bushel or ’cents a bushel ? 

Mr. Harnsrercer. That may have been 5 cents. Our original 
bond back during the 1939-40 period was $10,000, and I think that 
may have been 10 cents a bushel, and later it was revised down to 
$5,000 and possibly 5 cents a bushel. 

Mr. COTTer. Perhaps that was wooden storage or emerven V typ 


storage 
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Mr. Harnspercer. I don’t know that made any difference. 

Mr. Correr. Did there come a time when your company start 
to go short on this grain ¢ 

Mr. Harnspercer. Yes, sit 

Mr. Correr. And how did that occur? 

Mr. Harnspercer. We first realized about the first of the year we 
were short—when we took our inventory about the first of the year 
of 1949. 

Mr. Correr. You had a milling operation ? 

Mr. Harnssercer. We had a milling operation. All of our wl 
went out through the flour mill or through the processing of feeds, 
manufacture of feeds. We built our elevator in 1948. We estimated 
our cost with our contractor at $30,000 equipped, machinery and all. 
Our eventual cost on it was a little over $52,000. 

During the fall of 1948 I made application to the Reconstruction 
Finance Corporation for a loan of $50,000. We had borrowed $30.00 
from our local banks anticipating this construction. 

The RFC agreed to make the loan provided Mr. Roudabush 
myself endorsed the loan, that being the policy of RFC where 
majority of the stock is held by several individuals. 

Mr. Correr. You had to guarantee the loan ? 

Mr. Harnspercer. That is right. Mr. Roudabush had decline 
to endorse the loan, and because I had a minority interest—his in- 
terest amounted to over 50 percent of it—I couldn’t see my way clear 
to take on a contingent liability when I might for some reason or the 
other be voted out of the company at any time. So that loan didnt 
go through. 

Following that, during the year of 1949, the Bureau of Internal 
Revenue came back on us for about $15,000 excess profits tax for 
the years 1945 and 1946, and I made application then to several i 
surance companies. I had consultation with the Prudential Life | 
surance, Home Life Insurance, Shenandoah Life Insurance. We 
made applications to a banking and investment firm in New York. 
Markel, I believe was the name. 

We were unsuccessful in all of those attempts to refinance. 

In February of 1950 I went to Florida, to Mr. Roudabush’s wintet 
home, and made a deal with him to buy his stock. And then on the 
basis of that I went back to the RFC for a loan, in which event | 
would have then been in a position to go ahead and endorse the 
loan had they required it. The loan was $75,000. 

It took some little time to work out the details of that, and they 
finally told me then that they, as a governmental agency, were not 
permitted to make a loan to repay another governmental ageucy, 
which involved Commodity Credit, of course. 

So I went in July to Atlanta to discuss with Mr. Rainey, the a 
rector of the Atlanta office, to see what arrangements we could mak 
about repayment. 

Mr. Corrrer. The Atlanta office of the Commodity Credit? 

Mr. Harnssercer. That is correct. 

Mr. Correr. Had you notified them at this time that your shortage 
existed / 

Mr. Harnspsercer. Yes. 

Mr. Corrrer. When did you notify them you were short? 

Mr. Harnssercer. When I went to Atlanta. 
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Mr. Correr. That is the first time? 

Mr. Harnspercer. Yes. 

Mr. Correr. And how short were you at that time? 

Mr. Harnspercer. I believe that our inventory showed about 
2? DOU bushels. 

Mr. Correr. Short? 

Mr. Harnspercer. Yes. 

Senator Arken. You discovered the shortage yourself and 

sported it ? 

Mr. Harnspercer. Yes. 

Senator Tuyr. Had you had many inspections? 

Mr. Harnspercer. Had none. 

Senator Trryvr. And you were under a United States storage 
‘ontract f 

Mr. Harnspercer. Under the Commodity Credit, not under the 
Federal Warehouse Act, but under the Commodity Credit. 

Senator Tyr. But you were storing grain for the Commodity 
Credit ? 

Mr. Harnspercer. Yes. 

Senator Tryr. And they never inspected you? 

Mr. Harnspercer. No, sir. 

Senator Arken. What prompted you to go to Atlanta to report 
the shortage in your own storage? 

Mr. Harnspercer. Up until that time we were trying to negotiate 
loans to refinance our business, which included the repayment of the 
shortage. 

Mr. Correr. But you knew you were short ? 

Mr. Harnspercer. Yes, sir. 

Mr. Correr. And actually didn’t somebody tip off the Commodity 

redit and didn’t they get in touch with you first about the possibility ? 

Mr. Harnspercer. Not that I recall. 

Senator Arken. You finally did make good the shortage in full? 

Mr. Harnspercer. Yes. 

Senator Arken. How did you do that, how did you get the necessary 
funds to make up the shortage in full when only a couple of months 
before it didn’t seem possible to do it? 

Mr. Harnspercer. When I went to Atlanta in July and took it up 
with Mr. Rainey we had hoped at that time of being abie to work out 
a negotiation with Commodity Credit whereby we could repay them 
on a monthly basis. We heard nothing further from that in quite 
some time. In the meantime, September or October, inspectors came 
in to check our shortage and we waited on until ener a and still 

ard nothing from Commodity Credit. I think I wrote him several 
times during that time as to what could be worked out. We realized 
by December then that something had to be done to take care of it 
to meet the obligation, so by arrangement Roudabush and myself— 
Mr. Roudabush put up $30,000 and I put up $10,000. 

Senator A1rken. Well, it is possible that if you had not reported the 
shortage to start with this might have been done 

Mr. Harnspercer. It is possible. 

Senator ArkeN (continuing). And you would have avoided the pub- 
icity and difficulties? 

Mr. Harnspercer. That is correct. 
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Senator Arken. You pretty much handled the whole thing yourself 
up to the time of the final criminal charge that was brought, did you 
not ¢ 

Mr. Harnspercer. I tried to share my responsibility. 

The Cuamman. What caused you to report it? 

Mr. Harnspercer. We exhausted every source we could think of o: 
knew of to refinance. 

The Cuarrman, How long was it before you reported it that y: 
knew there was an existing shortage? 

Mr. Harnspercer. Our inventory first showed, I believe, from tly 
first of the year—January, 1949. 

The CuarrMan. That was for 1948 wheat ? 

Mr. HarnsperGer. Yes, sir. 

Senator ArkEN. I wonder why, if you and Mr. Roudabush had tly 
money to make up this shortage and finally did it that way, that yo 
did not do it sooner ¢ 

Mr. Harnspercer. We took a rather indefinite attitude about tly 
whole thing. 

The Cuatrrman. What was that? 

Mr. Harnspercer. Mr. Roudabush took an indefinite attitude about 
the whole thing. 

The CHamman. Was he not in on it, too? If there was any guilt, 
was he not as responsible as you? 

Mr. Harnspercer. I feel he was. 

The Cuamman. Certainly. 

Mr. Correr. When you started to go short was there any discussion 
among the officers of the company ? 

Mr. Harnspercer. That was shown in the financial statement. 

Mr. Correr. You mean you put on a financial statement that you 
were short in the warehouse ¢ 

Mr. Harnseercer. In financial liability. 

Mr. Correr. You issued warehouse receipts, did you not? 

Mr. Harnspercer. Yes. 

Mr. Correr. What type of warehouse law do you have in Virginia ‘ 

Mr. Harnssercer. I do not know what the statute is on that. Ws 
have a license under the State of Virginia for which we pay a $25 
license fee. 

Mr. Correr. Did you ever get an inspection ¢ 

Mr. Harnspercer. No, sir. 

Mr. Correr. But you knew what your obligations were unde 
Uniform Grain Storage Contract, did you not? 

Mr. HarnspBerGer. Yes. 

Mr. Correr. And you knew you were supposed to have grain in 
amount your receipts called for ¢ 

Mr. Harnspercer. That is correct. 

Mr. Correr. Was it not rather a disturbing fact to you and the ot 
officers of the company that as you milled flour you were using | 
Commodity Credit stocks ? 

Mr. Harnspercer. It was a very disturbing fact to me. | 
doing everything I could to negotiate loans to get the business ba 
on its feet, and I handled the thing almost altogether by myself 

Mr. Correr. You did handle it all by yourself ? 

Mr. Harnssercer. As far as negotiations. 
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Mr. Correr. Were the other officers in on the fact you were going 
short ¢ 

Mr. Harnspercer. Oh, yes. 

Mr. Correr. Who were they? 

Mr. HarnsperGer. The officers that I just gave—Mr. Roudabush, 
Mr. Morrison, Mr. Rothgeb, Mr. Spitler and myself. 

Mr. Correr. Did you discuss this on one occasion or on a number 
of occasions ¢ 

Mr. HaArnspercer. On a number of occasions. 

Mr. Correr. And while you were instrumental in trying to make 
irrangements to get financing to pay your liability, the responsibility 
for going short was shared equally by the other officers throughout 

Mr. Harnspercer. I feel so. 

The CuarrmMan. And they knew about it ? 

Mr. Harnspercer. Yes. 

The CHatrmMan. Did you discuss this at the board meetings? 

Mr. Harnspercer. Oh, ves. 

The Cuamman. Now are you positive that the Commodity Credit 
Corporation did not know of this until you notified them ? 

Mr. Harnsrercer. I am not positive of it. I couldn’t say that. 

Mr. Correr. Yes. 

The,C HamRMAN. Did they make a demand on you for payment when 
they got a tip there was a shortage / 

Mr. Harnssercer. The only inquiry that I recall was in June of 
950, prior to my going to Atlanta, as to the number of bushels of 
ongarlicky wheat that we had on hand. l under tood at that time 
that that inquiry was made -because an export shipment was to be 
made and they were try Ing to round up from the various grain eleva- 

nour area nol} garlicky wheat. 
» CHarRMAN. When they asked you about this delivery did you 

ll them it was not on hand ¢ 

Mr. Harnspercer. I didn’t feel they asked us to deliver at that time, 

They asked us to report the number of | ushels ot nongarlicky 
vheat we had on hand. 

The CuHatrMan. They took it for granted you had it / 

Mr. Harnspercer. | presume so. 

Che CHAIRMAN. Yes. 

Mr. Harnspercer. The demand that was finally made, or the de- 
mand that came through in the form of a telegram for delivery of 
the wheat, may have been the result of a phone conversation with 
\tlanta prior to my going down there, because it was only a matter 
of a few days in between times as I recall it now. 

The CHarrman. You did not make the report to the Commodity 
Credit Corporation when you first found it out? 

Mr. Harnspercer. No, si 

The CHarman. You oe it long after? 

Mr. Harnspercer. Yes. 

he CHarrman. And your hope was to be able to refinance? 

Mr. Harnsnercer. In trying refinance. The Bureau of Internal 
Revenue was on our neck for taxes, and we were try ing to meet those 
monthly payments. 

Che CHairman. Did the Commodity Credit ever ask you to make 
i report of the grain on hand in which you made any misrepresenta- 
tions to them ? 
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Mr. Harnssercer. No, sir. We made no reports. 

The Cuatmrman. And you say the only time they inquired about 
you told them the story ¢ 

Mr. Harnspsercer. That is right. 

Mr. Correr. What is the date again, you say you reported to thy 
Commodity Credit? 

Mr. Harnspercer. I may have talked with them on the phone a fey 
days prior, a week probably, prior to my going to Atlanta and that wa 
July 10 or 138, 1950. 

Mr. Correr. Then did you send them a letter on July 21, 1950? 

Mr. Harnspercer, I took a letter with me. 

Mr. Correr. Did you discuss—— 

Mr. Harnspercer. I left the letter with them. I reported the 
shortage in the letter. 

Mr. Correr. As of that date they were notified you were short ¢ 

Mr. Harnspsercer. That was the first official notification I made. 

Mr. Correr. And did they give you further opportunity to see if 
you could refinance ¢ 

Mr. Harnspercer. We heard nothing further from them until th: 
inspectors came in in September or October of the same year. 

Mr. Correr. Well, in the meantime had you reported to them what 
you were attempting to do to obtain money ¢ 

Mr. Harnspercer. Yes, I talked with Mr. Rainey at the time. 

Mr. Correr. Who is Mr. Rainey ? 

Mr. Harnspercer. He was the director of the Commodity office 
Atlanta. 

Mr. Correr. You talked to him on several occasions between July 
21 and September or October ? 

Mr. Harnspercer. I don’t recall. 

Mr. Correr. When did you make settlement with them ? 

Mr. Harnspercer. January 24 or 25, 1951. 

Mr. Correr. Was your license suspended and agreement suspend: 
with Commodity Credit? 

Mr. Harnspercer. Yes; Commodity Credit suspended our licens: 

Mr. Correr. As of when? 

Mr. Harnspercer. Very shortly after my trip to Atlanta. 

Mr. Correr. And is it still suspended ? 

Mr. HArnspercer. No, sir; we have a new contract. 

Mr. Correr. After you settled with Commodity Credit how m 
did you pay them? 

Mr. Harnseercer. We had accrued storage charges of about $5.00" 
We paid them $39,900 and a few dollars. 

Mr. Correr. And you got a credit for $5,000 ? 

Mr. Harnspercer. From our storage charges, the accrued charge: 

Mr. Correr. Was that a credit for storage charges on grains y 
did not have in your warehouse ¢ 

Mr. Harnssercer. They were principally receiving charges, and 
I don’t know but I understand the charges were based on the actua 
wheat on hand for the various days. In other words, those days 
we were short we got no storage charges; those days we had wheat, 
or whatever part of our total receipts, we were given credit for. 

Mr. Correr. Do you understand that if you were short 20,00) 
bushels and you had 40,000 bushels they would pay storage charge: 
on the storage you did have? 
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Mr. Harnspercer. I don’t know. The Commodity Credit gave us 
credit for storage charges and gave us credit for what we had coming 
to us. 

Mr. Correr. After this happened did you understand there was 
going to be criminal prosecution of the case ? 

Mr. Harnspercer. It was my understanding that they accepted 
settlement without prejudice in their position. 

Mr. Correr. Yes. 

Mr. Harnspercer. In proceeding with criminal prosecution. 

The CHarRMAN. In other words. they did not relieve you of criminal 
prosecution ¢ 

Mr. Harnspercer. No, sir. 

The CHarrmMan. Did you settle in full? The Commodity Credit 
did not lose any money at all? 

Mr. Harnspercer. No, sir. 

Mr. Correr. When was that again? 

Mr. Harnspercer. January 25, 1951. 

Mr. Correr. Then was criminal prosecution brought against you? 

Mr. Harnspercer. Yes, sir. 

Mr. Correr. When / 

Mr. Harnspercer. I was indicted in Danville, Va., February 11. 

Mr. Correr. Of this year? 

Mr. Harnspercer. Of this year. My trial was March 12. 

Mr. Correr. When was the first you heard of this criminal action 
that was going to take place ¢ 

Mr. Harnspercer. February 12, on the radio. 

The CHarRMANn. What is that ? 

Mr. Harnspercer. I heard it on the radio February 12. 

Mr. Correr. You had no advance notice that there was going to 
be action taken ? 

Mr. Harnspercer. No, sir. 

Mr. Correr. Were you the only officer of the company that was 
indicted ? 

Mr. Harnspercer. Yes, sir. 

Mr. Correr. And you plead guilty to those charges ? 

Mr. Harnspercer. I did. 

Mr. Corrrer. Do you know why you were the only officer of the com 
pany that was indicted ? 

Mr. Harnspercer. No, sir. 

Mr. Correr. Do you still say that the other officers of the company 
knew of this shortage and knew that your company was going short 
on Commodity Credit stock and actually converting it into flour that 
you were milling every day ¢ 

Mr. Harnspercer. Yes, sir. Aside from having discussions at 
various times, we held a special stockholders meeting called for the 
purpose of approving the $75,000 loan application, authorizing the 
directors to secure the loan on the best terms available, of course, and 
giving a deed of trust on the property for the purpose of securing 
the loan. And the waiver of notice that went to the stockholders, 
together with the minutes of the stockholders meeting, stated specifi 
lly it was for the purpose of paying off the then existing first mort 
gage, which had been paid down to approximately $23,000, and the 
balance of the loan for the repayment of wheat shortage. 

That action was approved by the stockholders. 
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I believe that meeting was held in April of 1950. 

Mr. Correr. Do you still own stock of the company ? 

Mr. Harnspercer. Yes. 

Mr. Correr. You did not sell your stock to the senior member at 
the time you resigned ¢ 

Mr. Harnspercer. No, sir. 

Mr. Correr. What was the date of your resignation ? 

Mr. Harnspercer. April 20, 1951. 

Mr. Correr. And why did you resign ? 

Mr. Harnspvercer. After the experience I had with Mr. Roudabush 
in raising this money and his attitude about the future operations of 
the business, I felt that conditions were not very tenable, and I did 
not want to work for any company under those conditions. 

Mr. Correr. Do you know whether this company was ever rn in 
stated to store ( ‘ommodity Credit commodities ? 

Mr. Harnspercer. I understand it was. 

Mr. Corrrer. When? 

Mr. Harnssercer. This past year. 

Mr. Correr. As of what date, do you know? 

Mr. Harnspsercer. July or August of 1951. 

Mr. Correr. July or August of 1951? 

Mr. Harnspercer. Yes. 

The CHamman,. The same company ? 

Mr. Harnspsercer. Yes, sir. 

The Cuarrman. And the same officers except you ? 

Mr. Harnspercer. I resigned as director and as treasurer of the 
company—it was prior to the time that I resigned from the company. 

The Cuarrman. Those directors and officers who knew about this, 
are they still connected with the company ? 

Mr. Harnsvercer. Yes, sir. Well, there have been some changes 
there. Mr. Morrison died this past summer. 

The Cuarrman. Who was he / 

Mr. Harnspercer. He was vice president of the company. And 
Mr. Spitler resigned from the company after I did. And Mr. Roud 
bush issued to several of his family, his son-in-law and daughter-in 
laws—his son-in-law and the daughter, I think he issued to them some 
of his stock and elected them directors of the company. 

Mr. Correr. For the record I would like to read a wire that was 
received from the New York office of the ¢ ‘ommodity Credit C orpora 
tion with respect to this warehouse. It is dated today, I guess, and 
it was made as a result of our inquiry, but it is ad lressed to Mr. John 
E. Tripp of the Grain Branch of PMA, and it says: 

Re your telegram of April 17 concerning Page Milling Company, Luray V 
files received from Atlanta on turn-over. This facility was approved for UGSA 
July 17,1951. At the time of our last inspection on April 3, 1952, it was found 
that wheat stored therein was in very good condition and the facility in a ve 
clean condition as well. Our records indicate there is approximately 36,800 
bushels of wheat under loan unredeemed at the present time. 

Signed by Ralph Y. Dewolfe, Director, Commodity Credit. 

Is there anything more you would like to say about this, Mr. 
Harnsberger / 

Mr. Harnsvercer. I don’t know of anything just now. We realized 
our shortage. It developed as a result of financial circumstances 
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there, and we made every effort possible to correct it before it went as 
far as it did. 

The CHarrman. After you found out your shortage did you continue 

ut to take wheat that did not belong to you? 

Mr. Harnspercer. We had wheat coming in at all times. We ship- 
ped in a great deal of wheat, had always shipped in a great deal of 
wheat from Ohio, Maryland, Pennsylvania and those points like 
that for milling purposes. There were some days that we probably 
ran long, some days short—long and short, back and forth like that, 
until finally our longs narrowed down and we went short and continued 

I to stay short. 
We didn’t take physical inventory except once or twice a year, but we 
realized in a general way that our shortage was developing. 

The Cuarrman. When you actually discovered your shortage did 
you aggravate that shortage by taking more wheat / 

Mr. Harnspercer. We continued our operations and we tried to get 
ahead. I mean we tried to build up our inventory. But with pay- 
ments going out on our taxes and payments going out to wind up our 
liabilities on our elevator, they continued to develop. 

The CHarrMan. I presume that is what caused you, as you stated 
awhile ago, to take this step to pay income tax deficiency ¢ 

Mr. Harnssercer. That is correct. 

The CHAIRMAN. Except for that the chances are this would not have 
occurred ¢ 

Mr. Harnspercer. I don't think it ever would have. 


1e The CuarrmMan. O. K. 
y. Mr. HarnsperGer. We at all times had wheat bought in terminal 
S, elevators to cover this and ready to ship in. 


Mr. Correr. But you did not have the money to pay for it? 

Mr. Harnspercer. But we did not have the money to pay for it. 
\t any time any of these loan negotiations would have been com- 
pleted or successful, we were right ready to ship the wheat in. We 


| id it bought and were paying storage on it all during that time. 
Mr. Correr. How much capacity do you have in storage ¢ 


Mr. Harnspercer. In bushels / 
Mr. Correr. Yes. 
Mr. Harnspercer. Well—— 
\ Mr. Correr. Approximately 65,000 ¢ 
Mr. Harnspercer. Approximately 65,000. 
Mr. Correr. And you were short about 64,000 at the end on Com- 
modity Credit ¢ 
Mr. Harnspercer. 19.284 bushels. 
Mr. Correr. I am sorry. 
‘ Phe CHarMan. It was 19,000? 
Mr. Correr. Yes. 
Mr. Harnspercer. In our operation there in grinding our daily 
onsumption of wheat would run anywhere from 300 to 1,000 bushels 
i aay 
Phe Cuamman. Any further questions ? 
Mr. Correr. I don’t think so. 
Che Cuamman, Mr. Hicks. Do you solemnly swear to tell the 


truth, the whole truth, and nothing but the truth, so help you God? 


Mr. Hicks. Yes, sir. 


20554—52—pt. 1 45 
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TESTIMONY OF JULIAN P. HICKS, OFFICE OF COMPLIANCE AND 
INVESTIGATION, PRODUCTION AND MARKETING ADMINISTRA. 
TION, ATLANTA, GA. 


Mr. Correr. Mr. Hicks, what is your full name ¢ 

Mr. Hicks. Julian P. Hicks. 

Mr. Correr. Will you identify yourself for the record / 

Mr. Hicks. I am an investigator with the Office of Compliance 
and Investigation, Production and Marketing Administration, .\; 
lanta Office. 

Mr. Corrsr. Were you assigned to the Atlanta office C. and 1. 
In 1950 ¢ 

Mr. Hicks. Yes, sir. 

Mr. Correr. Were you assigned to investigate the Page Milling 
Company’s case ¢ 

Mr. Hicks. Yes, sir. 

Mr. Correr. Of Luray, Va./ 

Mr. Hicks. Yes. 

Mr. Correr. And did you investigate it ¢ 

Mr. Hicks. I did. 

Mr. Correr. When was the case referred to your office for 
investigation ¢ 

Mr. Hicks. October 4, 1950. 

Mr. Correr. October 4, 1950 

Mr. Hicks. Yes, sir. Rather on October 4 we received a communi 
cation from Mr. Rainey, Director of the Commodity office, dated 
October 3. 

Mr. Correr. You have heard the testimony of the previous witness, 
have vou not / 

Mr. Hicks. Yes, sir. 

Mr. Correr. That there was a settlement in this case in the early 
part of 1951, January of 1951? 

Mr. Hicks. That is right, yes, sir. 

Mr. Correr. Do you know of any reason why the case was referre: 
to you 9 months after settlement of the case? 

Mr. Hicks. No. Settlement was made in 1951. 

Mr. Correr. That is right. 

Mr. Hicks. The investigation was conducted in 1950. 

Mr. Correr. I am mixed up as to the years. That is right. 

The Cuarrman. When did the Commodity Credit first get notice 
of this shortage ¢ 

Mr. Hicks. Their records reflected that it first came to their atte 
tion on July 3, 1950. 

The Cuarrman. How? 

Mr. Hicks. My understanding is that they requested an inspect io! 
by the Virginia State Department of Agriculture to have wheat turned 
and inspected, and that is the time the shortage first was noted. 

The CuatrMan. The previous witness stated that he notified Com 
modity Credit of the shortage. That isn’t correct, is it 

Mr. Hicks. The time element seems to be in question there. My only 
information is that the Atlanta Commodity Credit office records show 
it came to their attention July 3, and the first communication from 
Mr. Harnsberger was dated July 20, at which time he wrote a letter. 
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D The Cratrmayn. In answer to that inquiry primarily ‘ 
Mr. Hicks. Yes, sir. ; | 
The Cuarrman. And how soon after that was inspection actually 


made ¢ 

Mr. Hicks. Inspection or investigation ‘ 

The CuarrmMan. Investigation. 

Mr. Hicks. That was commenced about October 8. 

The Cuarrman. Why so long? 

Mr. Hicks. It wasn’t reported to us until October 4. 

Mr. Correr. Did you get on it right away ¢ 

Mr. Hicks. Yes, sir. As quick as the investigation was requested 
we got right on it. 

The Cuamman. Apparently Commodity Credit knew about it in 

g July ¢ 

Mr. Hicks. They knew about it from July to October. 

The CuarMan. That is what I am asking you—why is it you did 
not get after it before you did ¢ 

Mr. Hicks. It was not reported to my office, which is the Com- 
pliance and Investigation Office, until October 4. 

The CHarrman. And whose duty was it to report it? 

or Mr. Hicks. It would have been the duty of the Commodity office 
in Atlanta, 

The CuarrMan. Did you try to find out why the delay ¢ 

Mr. Hicks. Well, the record shows that during that period Mr. 
Harnsberger had requested a 60-day extension in settlement of this 
shortage and they granted that 60-day extension, and at the end of 
60 days, which would have been approximately September 20, they 

ss, didn’t hear anything from Mr. Harnsberger immediately, so I think 
it was several days or weeks consumed there in communications be- 
tween him and the Atlanta office in trying to get some action from 
\ Mr. Harnsberger on it. 

The CHAIRMAN. I presume that after the Commodity Credit repre- 
sentatives in Atlanta failed to obtain settlement, it was then that he 
turned it over to you? 

Mr. Hicks. That is correct. 

The CHarrmMan. I suppose we are to assume that the Commodity 
Credit would have accepted a settlement as it finally did? 

Mr. Hicks. Yes, sir: that is what they wanted at the time. 

The CHarrMaAN, Yes. 

ice Mr. Hicks. They wanted a monetary settlement, but that could not 
be had. 

The Cuamman. In agreeing to this monetary settlement, was any- 
thing said about criminal prosecution / 

Mr. Hicks. | think the setthkement was made on the condition that 
it did not abselve him from being criminally prosecuted, relieve him 

ed of that responsibility. 

The CHamman. In other words, it left Commodity Credit a free 
hand to turn the case over to the proper criminal authority for the 
purpose of prosecut ion ¢ 


ly Mr. Hicxs. That is correct. 
ON Mr. Correr. Mr. Hicks, incident to your investigation of the case 
om did you interview and take a statement from Mr. Harnsberger? 


Mr. Hicks. Yes, sir. 
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Mr. Correr. In that statement, a copy of which I think I have here, 
I notice that he states: 

All officers of the company were fully cognizant of the situation, and, what 
seemed to be an only alternative, jointly and collectively agreed that milling 
operations would be continued. Such a course entailed the use of wheat stored 
for Commodity. 

Did you find that to be a correct situation, that this statement is 
correct ¢ 

Mr. Hicks. I did not interview Mr. Roudabush who was in Florida 
at that time. 

Mr. Correr. Do you have any reason to believe that statement is 
not correct ¢ 

Mr. Hicks. No, sir; I don’t. 

Mr. Correr. Well, how could the other officers of the company be 
given a clean bill of health then, and be reinstated / 

Mr. Hicks. I can’t answer that. That all happened after the termi 
nation of my investigation and I had no further part in that action, 
I don’t know what the thinking was on that. 

Mr. Correr. Did your department or your branch, the C. and [., 
follow up these cases? 

Mr. Hicks. Yes, sir. 

Mr. Correr. And did you follow this one up? Do you know what 
decision was made by the Solicitor’s office with respect to prosecution / 

Mr. Hicks, All I have is a record on it, sir, which shows a memo 
dated January 24, 1952, from our Washington office advised that 
rather our Washington office had been advised by the Office of the 
Solicitor that the case was referred to the Attorney General on 
January 15. 

Mr. Correr. Do you have any indication there that prior to that 
time the Solicitor’s office had decided not to prosecute / 

Mr. Hicks. No, sir. There seems to have been some indecision on 
that point. The record shows that over a period of time—— 

Mr. Correr. Over what period of time? 

Mr. Hicks. On May 21, 1951, our office was advised that the office 
of the Solicitor had made no decision regarding the referring of this 
case to the Department of Justice for criminal prosecution. 

Mr. Correr. Was that in response to an inquiry by your branch 
as to what was going to be done with it ? 

Mr. Hicks. Yes, sir. 

Mr. Correr. Go ahead. 

Mr. Hicks. Then on July 12, 1951, similar inquiry was made and 
our Washington office was advised that the office of the Solicitor was 
still considering this question of referring the case to the Department 
of Justice and that Roudabush had been absolved of criminal intent, 
that any prosecution would be of Harnsberger only. 

Mr. Correr. That decision was made on your investigation—thes 
did not have any other investigation to base the decision on ? 

Mr. Hicks. No, sir. 

Mr. Correr. And you said you had never interviewed Mr. Rouda 
bush ? 

Mr. Hicks. No, sir; I did not interview him. 

Mr. Correr. Did you interview other officers of the company / 

Mr. Hicks. The only other officer I interviewed was Mr. Rothgeb. 

Mr. Correr. Did he have any pertinent comment to make with r 
spect to the responsibility of the situation? 
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Mr. Hicks. No, sir. 

Mr. Correr. And you wouldn't know of any memorandum in the 
Solicitor’s office with respect to a decision not to prosecute ? 

Mr. Hicks. No, sir: never heard of any. 

Mr. Correr. And you wouldn't know why as late as January 1952, 
it was referred for prosecution ¢ 

Mr. Hicks. No, sir: I don’t know that. 

Mr. Correr. I think that is all. 

The Cuairman. Thank you very much. 

yt" Harnspercer. If you please, may I clarify one point / 

‘he CHAIRMAN. Yes. 

Mr. Harnsnercer. My trip to Atlanta was on July 10 and 15, and 
the letter I took to Atlanta, addressed to Mr. Rainey was not dated. 

I recall now, since Mr. Hicks mentioned it, I did ask for a 60-day 
extension of time to see what further could be done in negotiating 
our loan with the RFC. He didn’t date that letter until after I got 
back, but that letter was dated in his office. That is why your records 
probably show July 20 or 21, but IT was in Atlanta either the 10th or 
3th. and the appli ation to the RFC for the S75D.000 loan was still 
ut that Tinie per ing. Provided, as | understood from the RF¢ 
office in Richmond, that the Commodity Credit got in touch with the 
RFC, there might still be some possibility of working that loan out. 
That was one reason why the 60-day extension was granted, too. 

Mr. Correr. Did you ever hear that any other mill was going short 
and using Commodity Credit owned grain for its own purposes? Was 
there any gossip In the trade that you could do that and get away 
with it? 

Mr. Harnspercer. I don’t know that there was. 

Mr. Correr. You never heard of it? 

Mr. HArnsperGer. No, sir. 

Mr. Correr. Thank you. 

The Cuarrmman. This afternoon we will meet at 2 o'clock and take 
up the Walton and Myers case in Upper Sandusky, Ohio, and the 
Sycamore Milling & Supply of Sycamore, Ohio. 

We will stand in recess until 2 p. m. 

(Thereupon at 12:35 p. m., a recess was taken until 2 p. m. of the 
same day.) 

AFTERNOON SESSION 


The CHarrMan. The committee will be in order. 

The committee will now take up the case of Walton and Case Eleva 
tor, Richwood. Ohio. 

Che first witness is Mr. Ward W. Walton. 

Will you raise your right hand? Do you solemnly swear to tell the 
truth, the whole truth and nothing but the truth, so help you God? 

Mr. Watron. I do. 


TESTIMONY OF WARD W. WALTON, WALTON AND CASE ELEVATOR 
CO., UPPER SANDUSKY, OHIO 


The CuHatrrman. Do you have your lawyer present ? 

Mr. Watron. No. 

The Cuarrman. All right, Mr. Walton, will you kindly give your 
name in full for the record ? 
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Mr. Watton. Ward W. Walton. 

The Cuarrman. Mr. Cotter. 

Mr. Correr. Your address? 

Mr. Wauron. Upper Sandusky, Ohio. 

Mr. Correr, What is your occupation? 

Mr. Warron. Farmer. 

Mr. Correr. You also are in the warehouse business? 

Mr. Watton. That is right, I am a farmer and in the warehouse 
business. 

Mr. Correr. There are three warehouses involved in this case, js 
that right ? 

Mr. Watron. That is right. 

Mr. Correr. You are common to each one of them, I mean, you are 
a partner with each ¢ 

Mr. Warton. That is right. 

Mr. Correr. With each of the people who run each one? 

Mr. Watron. I own one-half interest in each one of them. 

Mr. Correr. Now let us name them individually and you list your 
partners in each case. 

Mr. Wavron. Walton and Case is I and Russell Case. He is here 

Walton and Myers is I and Wayne H. Myers. 

The Sycamore Milling and Supply is I and Marion A. Ward. 

Mr. Correr. Let us take the Walton and Case warehouse first. That 
is a partnership ? 

Mr. Watton. The business part of it is a partnership. The rea! 
estate belongs to me. 

Mr. Corrrer. Where is that located? 

Mr. Watron. At Richwood, Ohio. 

Mr. Correr. And how long have you been operating that war 
house ¢ 

Mr. Watton. Built it in 1948. 

Mr. Correr. And the Walton and Myers warehouse? 

Mr. Watron. We took that over in 1940. 

Mr. Correr. Where is that located ? 

Mr. Warron. Upper Sandusky. 

Mr. Correr. And you took facilities over there which were already 
there? 

Mr. Watton. Yes. 

Mr. Correr. You built onto it? 

Mr. Warron. We have added to it. We have added to it. 

Mr. Correr. What is your capacity there? 

Mr. Warron. We have 325,000 bushels capacity there. 

Mr. Correr. On a railroad siding, an elevator type? 

Mr. Watton. That is an elevator type. 

Mr. Correr. What about your Walton and Case? 

Mr. Watron. This corn was all put into flat storage. We hav 
cement elevators, the silo type elevators, but the corn was all put in 
seven flat-type storages. 

Mr. Correr. Of an emergency type storage? 

Mr. Watton. I would say yes, it was just emergency. Right there 
is a picture of them, so that you would get an idea of what they were 
like. 

They are not any of these on railroad sidings excepting one. The 
rest of them are out on the farms. 
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Mr. Correr. And your third operation was the Sycamore Milling & 
Supply Warehouse ¢ 

Mr. Warron. Yes, that is right. 

Mr. Correr. Where is that located ? 

Mr. Warton. At Sycamore, Ohio. 

Mr. Correr. And what was your capacity there? 

Mr. Watton. We have a capacity of 700,500, around 700,000 
bushels. 

Mr. Correr. When did you start operating that? 

Mr. Watton. 1942. 

Mr. Correr. You say your first occupation is that of a farmer? 

Mr. Warron. That is right. 

Mr. Correr. You have been a farmer all of your life? 

Mr. Warton. That is right. 

Mr. Correr. On how large a scale? 

Mr. Warton. Well, I operate around 7,000 acres. 

Mr. Correr. 7,000? 

Mr. Warron. Yes. 

Mr. Correr. Do you own the 7,000 acres? 

Mr. Warton. Not all of them. I rent some and own part of it. 

Mr. Correr. Is that located in one place or is it spread all over 
the State / 

Mr. Warton. No, it is pretty much over the central part of the 
State of Ohio. 

Mr. Correr. You operate as a unit or several units? 

Mr. Watton. No, several units. 

Mr. Correr. And what is your main type of farming? 

Mr. Watton. Grain farmer. 

Mr. Correr. Principally a grain farmer ? 

Mr. Watron. Principally a grain farmer. 

Mir. Correr. \ ou do not have any 

Mr. Wavron. Only have livestock on one farm. 

Mr. CorTrer. And what ty pe of grain do you generally raise ? 

Mr. Wauron. Corn, wheat, and soy beans. 

\ir. Correr. Soy beans ? 

Mir. Watron. Yes. 

Mr. Correr. You never raised any potatoes ? 

Mr. Wauron. No. 

Mr. Correr. Or any other edible beans? 

Mir. Watron. No, we did not. 

Mr. Correr. And when did you enter into warehouse agreements 
s Walton & Case Elevator with the ¢ ommodity Credit Corporation ? 

Mr. Wauron. 1948. 

Mr. Correr. And pursuant to this agreement did you take over 
i considerable quantity of grain for storage ¢ 

Mr. Watron. We did not take over any. I mean, that was our 
beginning, 1948 crop of corn was our beginning. 

Mr. Correr. That was your first? 

Mr. Watton. That was our first. 

Mr. Correr. In Walton & Case? 

Mr. Watton. In all of them. 

Mr. Correr In all of them? 

Mr. Watton. Yes. 
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Mr. Correr. How much corn did you eventually take over from 
Commodity Credit Corporation for storage in the Walton & Case 
elevators ¢ 

Mr. Watron. Four hundred eighteen thousand approximately, 
about 418,000. 

Mr. Correr. Did you have personal supervision of these warehouses 
or were your partners the men on the job in most instances? 

Mr. Waturon. In the one at Walton & Myers I personally had it 
myself. In the other two I was in it, the other two fellows, partners, 
had their part of it, 1 mean most of it to say. 

Mr. Correr. ,They did the managing and‘ you had part of the man- 
agement responsibility ? 

Mr. Warton. That is right. 

Mr. Correr. But you were not at the site? 

Mr. Watton. I was not at the site. 

Mr. Correr And in the Walton & Myers case when did you start 
storing that corn ? 

Mr. Watton. 1948 crop. We took it over on September 1 of 1949. 

Mr. Correr. How much did you take over in thiat ¢ 

Mr. Watron. Fight hundred one thousand seven hundred and 
twenty-four bushels. 

Mr. Correr. And in the Sycamore Mill operation, when did you 
take over there? 

Mr. Warton. That was in 1948 crop of corn. 

Mr. Correr. September of 1949? 

Mr. Warton. Yes, 1949. 

Mr. Correr. How much did you take over there / 

Mr. Wavron. Around 300,000 bushels, approximately. 

Mr. Correr. Did there come a time when you went short on this 
inventory that you had issued warehouse receipts to the Commodity 
Credit Corporation for? 

Mr. Watton. No, sir, we don’t know that. And in my own partic- 
ular case we never had an inventory. We never—we put it in the 
warehouses out there, and that is the end of it until we took it out. 

Mr. Correr. That was an almost identity preserved situation, was 
it! 

Mr. Warton. No, it was not. It was under commingled. 

Mr. Correr. Did you put other corn in these flat storage spaces?’ 

Mr. Wairon. We put some of our own corn in here, and the Gove: 
ment put their corn in. 

Mr. Correr. As a farmer and a warehouseman both, you must hav: 
been aware of the dangers of storing large quantities of corn ? 

Mr. Watron. I was not at that time; I was not. 

Mr. Correr. In this flat storage, did you take adequate precautions 
to turn the corn and keep it from going out of condition ? 

Mr. Watron. We done the best we could at it. We have a screw 
conveyor underneath and a screw conveyor that puts it in the toy 
We moved it as much as we could, but to move it all we could not hardly 
do it. We done it, but not as often as it should have been done, | 
presume. 

The Cnamman. Did you have a regular contract with the Cor 
modity Credit Corporation / 

Mr. Warton. Yes, one of these uniform grain storage. 
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Mr. Correr. On each of the three warehouses ? 

Mr. Warton. That is right. 

Mr. Correr. It was pursuant to these that you put this grain in? 

Mr. Warton. That is right. 

Mr. Correr. And pursuant to your responsibility under the con- 
tracts, you were supposed to turn the grain and keep it in condition 
and deliver it back to the Commodity Credit Corporation when they 
wanted it at the same grade and the same conditions that they gave 
it to vou ¢ 

Mr. Warton. That is right. 

Mr. Correr. And for that you were paid a flat or a monthly storage ? 

Mr. Warton. That is right. 

Mr. Correr. Well, when did your shortage position become obvious ? 

Mr. Warron. Well, in my own mind it was a gradual process. 

Mir. Correr. How much of the Commodity Credit Corporation corn 
were vou short in the Walton & Case elevator / 

Mr. Watron. Well 

Phe CHatmMan. What is your name ? 

Mr. Case. Case. 

Phe CuarrMan. Do you solemnly swear to tell the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Case. | clo, 


TESTIMONY OF RUSSELL CASE, WALTON & CASE ELEVATOR CO., 
PROSPECT, OHIO 


The CHarmMan. Give your name in full. 

Mr. Case. Russell Case, Prospect, Ohio. 

Mr. Correr. You are a partner, Mr. Case, of Mr. Walton in Walton 
& Case Elevator / 

Mr. Case. That is right. 

Mr. COTTER. B [ you do not have anything to do with the other 
two operations ¢ 

Mr. Case. No. 

\ . Correr. ©. IK Go ahead. Read the question 

| 1@ question was reac. ) 

Mr. Case. We were advised by Commodity Credit that we were 

10.000 bushels short. We have no way of actually determining that 
shortage until it is completely shipped out, which to date it has not been 
con pletely shipped out. 

Mr. COTTER. Is there corn belonging to other persons 1n there. be 
sides Commodity Credit Corporation corn, that you were storing? 

Mr. Case. At that time, ves, 

Mr. Correr. And was there a total shortage in that warehouse of 
approximately 140,000 bushels, including Commodity Credit Cor 
poration corn and other corn / 

Mr. Case. Well, that is what I do not know. 

Mr. Corrrer. You at least were informed by Commodity Credit 
Corporation investigators after they had compared your records with 
the physical inventory in the house / 

Mr. Case. That is right. Thev told us that we were around 120.000 
bushels short. 

Mr. Correr. These buildings. Mr. Walton. that you stored this 
orn in, are they these gray buildings at the left / 





702 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Wavron. Them big ones. They are 200 feet long and 60 fee: 
w ide. 

Mr. Correr. Were they specially constructed to store corn? 

Mr. Watton. Yes. 

Mr. Correr. By you under this contract ? 

Mr. Watton. That is right. 

Mr. Correr. And are they loaded right full or is it piled there / 

Mr. Warton. Just piled in there. They were never loaded ful), 
although I have had them pretty full at times at that. 

Mr. Correr. Were you informed that they were approximat: 
120,000 bushels short of Commodity Credit Corporation corn in t! 
Walton & Case? How much in the Myers, Walton & Myers? 

Mr. Watton. I think they said we were around 240,000 bushels. 

Mr. Correr. And in the Sycamore Milling & Supply warehouse’? 

Mr. Watton. I think that was around 190,000. 

Mr. Correr. What was the over-all shortage on that one, wo 
you know ? 

Mr. Watton. I'd say 190,000, 

Mr. Correr. I have a fivure of 278,000 bushels of corn short on t 
over-all. 

Mr. Watton. I know that is what they took. They took every 
thing we had in that. That is all outstanding warehouse receipts \ 
had. They did not take into consideration anything we had on hia 

Mr. Correr. Yes, but didn’t they measure that against your presen! 
inventory—is that not how they arrived at the shortage ? 

Mr. Wauron. They must have, because that was the total warelous 
receipts we had out. 

The Cuamman. You had corn left in? 

Mr. Watton. Yes, sir. 

The CuaArrman. That was not deducted? 

Mr. Watron. No. 

Mr. Correr. We will check that with another witness. 

Mr .Watrton. Yes. 

Mr. Correr. Did there come a time when you went to the Chicag 
office and reported the situation ? 

Mr. Watton. Yes, sir. Can I enlarge upon that a little bit ? 

Mr. Correr. We would like to have you do it. 

Mr. Watron When they started to put this corn in, they put 
good corn, and then they put in bad corn, corn that sample graded 
at the same time they put in good corn, as high as 23 percent moist ur 
and as high as 27 percent damage. They dumped it right in with t! 
rest of this corn. 

The Cuamman. Who are they? 

Mr. Watron. That is PMA. 

The Cuamman. Commodity Credit? 

Mr. Watton. Yes. 

Mr. Correr. You were the warehouseman. 

Mr. Watron. I was the warehouseman and I told them. 

Mr .Correr. Did you not control that at all? 

Mr. Warton. They said that they had that—that was their priv 
lege of putting in corn, and I had to keep it. Of course, this is no 
new to me, and I objected. I said that would not keep, but they 
continued to do it. 
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The Cuarmman. You were the boss, though, were you not—you 
could have refused it, could you not? 

Mr. Watton. I was told that I could not. 

The CHarrman. By whom? 

Mr. Watton. By the PMA, local county PMA. 

The Cuarrman. That was your property, was it not, the warehouse ? 

Mr. Case. I would like to clarify that a little bit. Most of that 
damaged corn came in from the farms. It was farm-stored corn. 
That was delivered to a shipping point which was our point. 

The CHArrMAN. So it was not then Commodity Credit corn ? 

Mr. Case. Yes, they had the loan out, and had taken the corn over. 

Mr. Correr. It was farm-stored corn under a loan with the Com- 
modity Credit Corporation ¢ 

Mr. Case. That is right. 

Mr. Correr. The delivery date on the corn came due and pursuant 
to turning the corn over to the Government and letting it go, they 
delivered the corn to your warehouse ¢ 

Mr. Case. That is night. 

Mr. Cotter. It was handled by the county PMA committee ? 

Mr. Caspr. That is correct. 

Mr. Correr. And some of this corn ran, you say, up as high as 
20 percent ‘ 

Mr. Warron. I have 38,000 bushels—38,351 bushels of four, five, 
six and sample grade of corn. 

Mr. Correr. You would not put that in with your good corn, would 
vou ¢ 
' Mr. Warron. I would not have, if I had the say about it, but I 
did not have the say. It was commingled corn, and they put it in 
there. 

Mr. Correr. When the farmer brought in corn and it was very 
high moisture content, did you not have any facilities for drying the 
corn or for testing the corn and the moisture content ¢ 

Mr. Watton. Yes, we have. 

Mr. Correr. You certainly would not mix good corn with corn 
you knew because of moisture content or something was bound to 
spoil, would you ? 

Mr. Warton. I would not if I had it to do. If I thought that I 
had it to do. 

Mr. Correr. But the Commodity Credit Corporation paid you for 
doing it, so it had to be your operation, did it not? You get paid 
for loading in the corn, for storing it, so much a month, for loading 
it out ¢ 

Mr. Watron. Yes. 

Mr. Correr. There was no pliysical act on the part of the Com- 
modity Credit Corporation there. They just paid you under a con 
tract to do that, is that not so? 

Mr. Warron. Yes, but still they put that corn in on me to keep. 

Mr. Correr. You mean they told the farmer to deliver it to your 
warehouse ¢ 

Mr. Case. That is right. 

Mr. Warton. That is right. 

Mr. Cast. Giving the shipping instructions. 

Mr. Warron. To deliver it there and put it on storage, and we 
ssued them the warehouse receipt. 
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Mr. Correr. What did you issue them a receipt for, if it was 2% 
percent moisture corn? Would there not be so much deducted from 
the grade 1 or grade 2, the support price, or whatever the Commodit 
Credit Corporation formula price was? 

Mr. Case. The Commodity Credit did that settlement with 
farmer. We did not settle with the farmer. 

Mr. Correr. You just took the corn / 

Mr. Case. That is right. We took that in and issued a warehouse 
receipt for the grade of corn that that farmer delivered. 

Mr. Correr. It is a free country, and I cannot conceive that if you 
had one large building to store in, you would feel compelled to put 
rotten corn with good corn. I just do not understand that. 

Mr. Warton. Well, if you were signed up, an agreement to do 
a certain chore for the Government, would you not feel that you had 
to store anything the Government put in there? 

The Cuairnman. But you were responsible, as I understand it. 

Mr. Waxron. All right. 

The CuarMan. For the quality, for the amount and for shipping 
It out. 

Mr. Warron. That is right. 

The Cuamman. You were paid for that. Did you at any time 
object to the fact that the Vy sent you corn that would not store ? 

Mr. Wauron. Yes, sir; several times. 

The Cuatrman. To whom did you object ? 

Mr. Wauron. First to the county PMA. Then in the spring of 
1950, I went to Chicago and I told them, I said, “This corn is in there, 
and it won't keep.” I told them I want it shipped out. They final! y 
said. “We cannot ship it out unless we know it is going out of con 
dition.” They sent an inspector in there. And here is what they 
say, that they inspected it and they found that so and so was going out 
of condition, which was 38,000 bushels of corn that was half a grade 
when it was put in there. It was out of condition when they put it 
in. Therefore, the V said it was going out of condition now. 

Mr. Correr. Did you give them a receipt for sample corn whet 
they put it in? 

Mr. Watrron. Yes, I did. 

Mr. Correr. It was still sample corn—you were not losing on that, 
were you! 

Mr. Watron. Yes, when I put it in it averaged 17 percent damage 
and when I took it out it averaged 42 percent damage which was not 
the same identical corn. I could not ship the same identical corn 
out. That rotten corn was still in there vet, part of it. 

Mr. Correr. When did this take place again ? 

Mr. Warton. They put it in. 

Mr. Correr. They put it in. We have that on the record, but when 
did this latter action take place ¢ 

Mr. Case. Are you talking about Walton & Case? 

Mr. Watton. That is right. I was talking. 

Mr. Correr. I was going to take one up at a time. 

Mr. Waxrton. It is pretty hard to separate it. I am talking about 
all three of them. 

Mr. Correr. You are? 

Mr. Watton. Yes. 
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Mr. Correr. Let us not get into a long discussion here of damaged 
grain. You ended up with 120,000 bushels, 240,000 bushels, and 
190,000 bushels which appears to be short. Now, regardless of what 
took place, whether it was through fermentation or weevil or moisture, 
that amount of corn just would not disappear, would it‘ You must 
have sold corn. ‘The point I am getting at is that. And your inven- 
torv must have been or was much less as of the time these shortages 
were discovered than at the time that you put the Commodity Credit 
Corporation corn in there. And let us direct our discussion as much 
as possible to that situation. . . 

Mr. Warton. All right. When corn spoils, like anything else, it 
loses at-least half of its weight. Therefore, half of its weight went 
in deterioration. And I was to use this corn as a prudent warehouse- 
man should do, it says in my contract. Therefore, I had to separate 
the rotten corn from the eood corn Which was rotten corn come on top. 
It was brought from the top down and not from the bottom. 

Mr. Correr. There would be a crust on the top of your bin ¢ 

Mr. Wavron. A crust on top of that whole bin. The condensation 
would make a crust there, start the weevil to working. I would get 
that off the best I could, and dry it and condition it, and in the process 
of that I, probably, would lose half of the weight. That went on in 
the process of 3 vears. 1 tried to keep this corn for about 314 years 
which no man can do under them kind of conditions. 

Mr. Correr. Did you have fans in your warehouse ¢ 

Mr. Warton. I finally put them in, fans in the warehouse. 

Mr. Corrur. Did that correct the trouble of condensation and 
crusting ¢ 

Mr. Watton. No, it did not. 

Mr. Correr. Probably your corn was too badly damaged at that 
time. 

Mr. Watton. It was heating and, therefore, the heat went up against 
the cold on the top and condensed, the moisture fell down on the corn 
and made it wet. 

The Cuamman. When you gave your warehouse receipts, did you 
indicate on those rec pts the quality of corn / 

Mr. Warron. I did. 

The Cuamman. Its grade? 

Mr. Wauron. Yes, sir. 

The CuatmmMan. Am I to understand that the Commodity Credit 

s trying 

Mr. Warton. Right there. 

The Cuaimman. To hold you for a better grade than you took in? 

Mr. W ALTON, No They are try Ing to hold me fo. the same grade. 

The Cuamman. The same grade? | 

Mr. Waurox. The same grade. 

The Cuarman. So that as Mr. Cotter states, it is useless to go into 

grades, IT mean, the different grades, since the Commodity Credit 
not asking you for a better or less grade than what you actually 
ok over, is that right / ’ ; 

Mr. Wauron. That is right. 

The CHamman. Sothere is no point then in belaboring that question. 

Mr. Correr. Did you dispose of some of your grain that was going 
out of condition / 
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Mr. Wauron. I did. I mixed it with other grain that I had. And 
the why of that is that this first 38,000 bushels I lost $7,452.74 on that 
first 38,000 bushels. 

Mr. Correr. You mean 

Mr. Watton. In money. 

Mr. Correr. How did you lose it? 

Mr. Watton. Difference in grade from what grade I took in from 
the grade I shipped out. They charged me that much. 

Mr. Correr. Who did you ship it out to? 

Mr. Watron. Just sold it on open market is where it went. 

Mr. Correr. Did you have Commodity Credit Corporation author 
ity to sell it? 

Mr. Warron. They sold it, yes. 

Mr. Correr. The Commodity Credit Corporation sold it? 

Mr. Watton. Yes. 

Mr. Correr. And they received the money from it? 

Mr. Watton. Yes. 

Mr. Correr. And they billed you for the difference ? 

Mr. Watton. That is right. 

Mr. Correr. Of approximately $7,000? 

Mr. Watton. Yes, $7,452. 

Mr. Correr. When did this occur? 

Mr. Watton. In the spring of 1950 when I shipped it out. 

Mr. Correr. Was that pursuant to this conversation you started to 
tell us about ¢ 

Mr. Wanton. That is right. 

Mr. Correr. That you wrote them and told them you had certain 
corn that was going out of condition? 

Mr. Watton. Yes. 

Mr. Correr. And then they sent an inspector down there and con 
firmed the fact and then they sold that 37,000 bushels and they claimed 
that it had depreciated that $7,000 and you were billed for it? 

Mr. Wauron. That is right. 

The CHairman. Did you pay that amount? 

Mr. Watton. Yes, sir. 

Mr. Correr. Was that offsetting the storage? 

Mr. Watton. It was offsetting storage charges. I owed them—no, 
no, the fact about that wiped out all of my storage that I had 
excepting $1,391.91, that one deal. 

Mr. Correr. Then were you in the warehouse business or were you 
selling your own corn—corn you bought all during this time? You 
were doing a trading business as well as a straight warehousing 
business ? 

Mr. Watton. That is right. 

Mr. Correr. At some time you must have sold corn that belonged 
to the Commodity Credit Corporation. You got below what the ware- 
house receipts said were in your warehouse. 

Mr. Warton. We did not figure that way, because whenever grain 
went out of condition it ceased to belong to the Commodity Credit 
Corporation, because they would not accept it. It was my corn. [ 
had to sell it on the open market like I did this here. 

Mr. Correr. Did you tell them that you were doing that? 

Mr. Warron. No, I did not. I told them that I wanted it out, and 
they would not give me shipping orders. Finally again I called them 
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up over the phone and I said, “I do not want to do anything, I mean, 
I do not want to carry the Gbligation here any longer.” And then 


rhe. gave me—they sold me 56.400 bushels. 

Mr. Correr. When did they sell you that? 

Mr. Watton. On April 14, 1950. They would not ship it out, but, 
finally, I persuaded them I had. 

Mr. Correr. Is that in addition to the 37,000? 

Mr. Warton. That is right. 

Mr. Correr. And what did they sell you that corn for, the same 
grade you put it in at? 

Mr. Warton. That is right. And when I shipped it out it was not 
that grade, but I had to pay for it the same grade that was in there. 

The Cuarrman. How much loss did you sustain on that? 

Mr. Watron. I have no record of that, because I just shipped out 
on the open market, and I do not know. I mixed it in with other 
corn, as I was doing with this rotten corn that they had in their 
storage. 

The Cuatrman. Did you have more rotten corn than this 38,000 
bushels that you sold on which you say there was a 30 percent loss? 

Mr. Warton. Yes, sir, all of it—all of the corn that was disposed of 
was corn that was out of condition. 

The Cuarrman. And you sold that, though, without their permis- 
sion except with respect to the 38,000 bushels? 

Mr. Watron. That is right. 

The CuHarrman. Why did you not get permission from them to sell 
the rest of it, as you did in the case of the 38,000 bushels? 

Mr. Warton. They would not take it unless it was out of condition, 
and if it was out of condition I could not assume the obligation, the 
loss. I thought that I could do a better job of it if it was my corn. 
All that I would be doing would be billed the difference in the end, 
I figured that. I never figured that I was not liable for it. 

Mr. Correr. Did you put the proceeds from the corn that you sold 
na trust fund for the Commodity Credit Corporation ¢ 

Mr. Wavron. Put it right back in the corn again and put it in 
there—put it right into the corn. 

Mr. Correr. You mean you bought good corn / 

Mr. Warrox. And put it back in. 

Mr. Correr. And put it back with the corn that you claimed was 
bad corn, that was rotting / 

Mr. Warton. I done the corn business, tried to take care of it. If 
| got proceeds from corn, it went back into buying corn and putting 
back in there. ° 

Mr. Correr. What was your motive in selling bad corn and buying 
good corn and putting it back with bad corn, if that is the situation ? 

Mr. Warton. Well, I did not put it right, right in with that. I 
put it in a different bin, of course, a different storage. 

Mr. Correr. Is there not some indication from the records of the 
C. and I. investigation that you must have put back a lot less than 
rk out ? 

Mr. Wauron. That is right, because I would not have had the money 
fter corn spoils. I could not have had the money enough to put 

od corn back. 

Mr. Correr. So finally in December, I think, you went to the Chi 
ago Commodity Credit Corporation office? 





you toe 
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Mr. Waxron. That is right. 

Mr. Correr. And for the first time you admitted to them that you 
had sold a lot of this corn ¢ 

Mr. Watron. I did not admit to them that I had sold the corn. 

Mr. Correr. What did you tell them ? 

Mr. Warton. I told them that we could not stand this shrinkage any 
longer, it was getting beyond our control and would be finally be ~yond 
our ability to pay it back. I asked them to buy the corn, to buy the 
shrinkage, and they would not sell it to me at that date. And finally 
they called me up, I believe the next day or so, and asked me what I 
would give them for it. I told them the market price on board track. 
They said they could not sell it for that. Then that was all that was 
done with that. They asked me more money than I could afford to 
pay. And then that was all said, until they sent the investigators 
there. And I told them that we were short of corn. 

Mr. Correr. I do not quite follow you. You said that you asked 
to buy the shrinkage ¢ 

Mr. Watton. Yes. 

Mr. Correr. That would mean / 

Mr. Warron. One way or the other from them or buy it some place 
else and put it back in there. 

Mr. Correr. Did you mean that you wanted to pay them for the 
corn that you were short ? 

Mr. Warton. That is right. 

Mr. Corer. But you did not want to pay for it at the grade at 
which they put it in there ¢ 

Mr. Wauron. Sure, sure thing I offered to pay them at the grade. 
I knew I would have to pay at the grade. 

Mr. Correr. At the grade ¢ 

Mr. Wauron. Yes. 

Mr. Correr. Did you have the money to pay them ? 

Mr. Warron. Yes, I would have had the money at that time; yes, 
sir. 

Mr. Correr. That was when, December of 19517? 

Mr. Watron. 1951, that is right. 

Mr. Correr. What happened to the money between then and now, 
it is only 3 or 4 months? 

Mr. Warton. All right, I had $350,000 that I borrowed from the 
Huntington bank, and I started to sel! some farms to make this back, 
and proceeding to do it in an orderly way. Immediately, they slapped 
a judgment on me. 

Mr. Correr. Who did? 

Mr. Watron. Sued me—Commodity Credit sued me for twice what 
my shortage was—sued me for every warehouse receipt I had out, 
at these two places. The others they did not sue at all. They started 
to run on the three elevators. Therefore, I had to use every bit of 
money I had available on hand to take care of the runs on the elevators 

Mr. Correr. You mean everybody that had corn in there / 

Mr. Watton. Grain of any sort. 

Mr. Correr. They wanted their money or their corn ? 

Mr. Watton. That is, naturally, the *y wanted their money, and the 
we could not sell nothing. 
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The CHarrmMan. Wait a minute. Could you not have given them 

back the corn instead of the money 4 
Mr. Warton. They did not want the corn. 

The Cuairrman. | know, but you could have made them take it, 
could you not‘ 

Mr. Watton. No. 

The Cuairman. Why not? 

Mr. Correr. You had bought the corn from them. is that right ? 

Mr. Warton. No, I had not bought the corn. 

The CHatrrmMan. You had it on storage? 

Mr. W ALTON. Yes. 

The Cuatmoan. And they wanted the money / 

Mr. Watton. Yes. 

The CuamMan. What kind of contract did you enter into—that is 
not storage, 1s it / 

Mr. Warton. Well, we do business, we buy corn other than store 
corn. Westore it until they sell it, and then we buy it. 

Mr. Correr. You have bought this corn, is that not right. Mr. Case / 

Mr. Case. Are you talking about Walton & Case ¢ 

Mr. Correr. | am talking about the run on the elevator. Was there 
a run on your elevator ¢ 

Mr. Case. Oh, yes. 

Mr. Correr. What was the condition that brought about the run on 
your elevator / 

Mr. Case. All right, the Walton & Case elevator. As near as I 
know, it has never formally been sued, but the fact that it was 
afilated with the two companies that were sued created the run from 
the public that had all types of grain stored there. 

Mr. Correr. Did the public just have grain stored there ? 

Mr. Case. That is: right. 

Mr. Correr. Would they mostly be farmers ? 

Mr. Case. That is right. 

Mr. Correr. All that he could do is to come down end say, “T want 
my grain back.” 

Mr. Case. No, he comes down and says, “I want to sell my grain out.” 

Mr. Correr. You did not have to buy his grain, you were just 
storing his grain, is that not corect / 

Mr. Cask. We were storing it for future purchase. 

Mr. Correr. I see. 

Mr. Case. That is our—— 

Mr. Correr. You had a contract with him whereby you had bought 
his grain ¢ 

Mr. Case. No, we do not have any signed or written contract with 
the farmer. All we have is when he brings his grain in, we give him 
a scale ticket and at his option at a later date he can come in and sel] 
that grain any time for the market price that day. 

Mr. Correr. You operate something like the Commodity Credit 
Corporation. I mean a man can bring it in, he can get free storage 
through the winter and at any time he can take advantage of a rise 
in market and sell when he chooses ¢ 

Mr. Case. We charge him storage from the day it comes in. and 
then he chooses his date of sale, that is right. 
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Mr. Correr. They all chose a date, as soon as they heard about it / 

Mr. Case. In about a 2 weeks’ period we handled between three 
hundred and four hundred thousand dollars’ worth of grain that 
we had to purchase. 

Mr. Correr. And that is where the funds from the Huntington 
bank went ? 

Mr. Watton. That is right. And that and other places. 

Mr. Correr. Even though you purchased all of that grain, you 
were still short a substantial amount; for instance, in Walton & Case 
I have an indication here which would appear that you were 140,000 
bushels of corn short over all, and that 24,000 of that would be a 
shortage to other people than Commodity Credit Corporation, with 
116,000 short to Commodity Credit Corporation. 

Mr. Case. I do not know how they figured that. 

Mr. Corrrer. The point I am getting at is that there was some 
shortage to other people besides Commodity Credit Corporation, 
is that correct? 

Mr. Case. We had corn on storage at that time to other people, 
that is right. When Commodity Credit Corporation comes to make 
their inventory of corn on hand we showed them bins and outside 
storages on the farm of cracked corn and dust that we had cleaned 
from this corn, and they did not recognize that as corn, yet it came 
from the stock of corn that we were storing for Commodity Credit 
Corporation; yet it was our obligation. 

The Cuarrman. Why should that have been separate from the 
other corn? 

Mr. Case. Because that is a fine material that will concentrate, 
fall in one place when you put it in a bin, and that is where your 
weevil and your destruction starts. 

The CuarrMan. You mean you turn it or move it? 

Mr. Case. That is right. If that is not taken out you will have 
weevil and hot spots through the entire bin and the whole thing 
spoils. 

To clarify what you were wondering about here some time ago 
in the talk here about Commodity Credit bringing in that corn to 
begin with, when that was put in a storage. of 300,000 bushels or 
100,000 bushels, it is like putting a bad apple in a barrel. You would 
as soon expect to have half of the barrel spoil, would you not ? 

The Cuamman. Well, that is possible, but I think it was poo: 
management on your part for you to accept wet grain and put it 
with good grain. I am not familiar with your operations, but that 
would be my common-sense impression. 

Mr. Case. The impression that we were left with at that time ts 
that the Commodity Credit Corporation was going to order it back 
right out and, therefore, the Credit Corporation would gain in mixing 
that corn out to the point that they would probably take no discount 
on it at all. They entered into the mixing and blending proposition 
the same as any private individual. 

The Cuarrman. I know, but, under your contract, were you held 
responsible for the quantity and the kind of grain at the time that 
you took over? 

Mr. Case. That is right. 
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The Cuarrman. It strikes me that if you knew by experience that 
grain which had already deteriorated would deteriorate quic ker and 
there would be greater losses, it might have been poor judgment 
on your part to c ‘ommingle it with good grain or with any other grain. 

Mr. Case. They delivered approximately 12,000 bushels of this 
high-damaged corn to the Walton & Case elevator with the assump- 

tion to us that they were going to move that out very soon. You put 
1? OOO bushels of bad gr ain with : 350,000 bushels of good grain and 
you cannot find it. 

’ The CHarrMan. I would not put it there, if it were left to me. 

Mr. Case. Well, if we knew. 

The CuarrmMan. I do not know much about warehousing, but I 
think somebody did not use good business judgment. 

Mr. Warton. We know that somebody did not know his business, 
but we were under the thinking that it was not our place to tell the 
Commodity Credit Corporation what to do with their corn. 

Mr. Correr. But you purport to be in the warehouse business, 
Mr. Walton ¢ 

Mr. Waxron. This is our first experience with this kind of stuff. 

Mr. Correr. You have been in it since 1940. 

Mr. Watron. Just the warehousing, but not the storage. 

Mr. Correr. You have been giving warehouse receipts for com- 
modities or inventories stored in your places of business and you have 
been in business since 1940, in the warehousing business, Is that not 
correct / 

Mr. Warton. That is right. 

Mr. Correr. And the warehouse receipts that would be given to 


the Commodity Credit Corporation would actually, except for sizable 
operations, be no different than the warehouse receipts that you might 
vive to some farmer that would come in, is that not correct / 


Mr. Watron. In this, only in this respect, the fellow, what I give 
to the other fellow, I do not say that I will keep it any length of 
time. I can sell that any time, and I do not keep it 3 years, but 
with the other fellow, with Commodity Credit Corporation, they 
kept it there 3 years and did not give me relief. The time element 
enters in there. 

Mr. Case. The average farmer only stores 3 or 4 months. 

Mr. Correr. That is true, but did you want to go right out of the 
warehouse business, did you want to get it unloaded? Did you ever 

ake demands on the Commodity Credit Corporation after 3 or 4 
months that you wanted all of that corn out of there? You were 
illing them for storage, were you not, and you needed the business 
pay for these buildings that you had put up. So while it was a 
ong continuing thing, are you suggesting that you made some desper- 
ite ‘effort to get out of the contract and they would not permit you 
to get out‘ 

Mr. Wanton. Yes, sir: I am. 

Mr. Correr. When was that ? 

Mr. Warron. In the spring of 1950. I went to Chicago and told 

eit that I wanted to get out of this, because they had mixed this 

tten corn in with the good corn and it would not keep. 

Mr. Correr. Have you got any correspondence to support that ? 

Mr. Wavron. No: I got—the only thing is that I got my telephone 


? 
Té 
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conversation and the shipping order. I went to Chicago before 
April 4. 

Mr. Correr. That was about 27,000 bushels. That was take; 
eare of. 

Mr. Case. That is all they would order out, just what come in dam 
aged. 

Mr. Waxron. They would not order. Listen, the program is that 
they will not take out good corn. It has to be damaged before they 
will order it out. Therefore, they sent their inspector. 

Mr. Correr. Why did you want them to take out good corn? = If 
was good corn were you not content to collect storage on it ¢ 

Mr. Case. It was not good corn, though. 

Mr. Warron. It was not good corn. 

Mr. Correr. Was there a dispute as to whether it was good corn or 
not, is that it ¢ 

Mr. Case. When the man came to our place he said, “There is plent, 
of good corn down in the bottom of those bins or in the middle of thos: 
bins. We want that corn left here at the origin point. So, therefore, 
all we are going to give you shipping orders for is just the bad grai: 
that came in.” 

That is all we received shipping orders for. 

The Cuamman. Did that cover all of the bad corn you had ¢ 

Mr. Case. Absolutely not. 

Mr. Warton. No. 

The Cuarmman. What representations did you make to Chicago 
when you called on them as to the amount of corn you thought should 
be moved ¢ 

Mr. Warrox. I told them it all should be moved. 

The Cuarrman. Good and bad? 

Mr. Warron. In my interpretation of the way it was in there t! 
bad was mixed all through the good and eventually it would spoil, a 
I wanted it out. out of the responsibility of it. 

Mr. Correr. How many times did they inspect this corn for quality 

Mr. Wauron. Just when I asked them to, so far as I know, just this 
one time. 

Mr. Correr. You only had asked them one time—vou only had on 
exchange of correspondence with them ? 

Mr. Watton. Yes. 

Mr. Correr. Pardon? 

Mr. Watton. That is right. 

Mr. Correr. It was not a continuing plea on your part ? 

Mr. Watton. No. 

Mr. Correr. Just this 27,000-bushel matter that came up :n the 
spring of 1950? 

Mr. Warton. They knew the condition of the corn. And if they 
walked off and left it for 2 years without ever coming back and inspect 
ing it, after I had done my part and told them that it was going out of 
condition, it was their job to take care of it from then on, but I could 
not stand the loss. 

The CHarrman. I can well understand that if you had gone to them 
on many occasions and had asked them to remove it you might have 
then taken the matter in your own hands, but you did not do that. 


; 
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Mr. Warron. Why should I go any more than once to tell them the 
condition and they send a fellow here and find that it is going out 
of condition / 

Mr. Correr. We are talking about the spring of 1950 and about 
97,000 bushels of corn. And then your testimony would indicate 
that 27,000 bushels was contaminated in 3 different elevators and 3 
different parts of Ohio? 

Mr. Warton. No. Wait a minute. 

Mir. Correr. We are vett Ing this thing too confused. 

Mr. Warron. The 38.000 bushels only applies to Walton & Myers. 
The Sycamore Mill has some more. And you have 12,000 bushels 


Ol top of that. And then in the Syeamore Mill, I do not know how 
much. We'd have to find out from the other partner. 

Mr. Correr. In the Walton & Myers case you had this damaged 
cor ¢ 


Mr. Warton. Yes, and 12,000 that Walton & Case, was shipped out 
Mr. Correr. In the Walton & Case there was 12,000 bushels that 
was shipped out / 

Mir. Warron. Yes. 

Mr. Correr. Did the Commodity Credit Corporation sell that 


cor! what was that / 


Mr. Warton. They sold it for our account, as I get it. 
Mr. Correr. They got the money for it / 
Vr. WALTON. Yes. 
Mr. Corrrer. And they thought that that took care of the spoiled 
at that time / 
Mr. WALTON. They cid hot think, no such a thing. because their 
spectors knew that 94,000 bushels, that they said right here—if 
ua will read what they Say there. 
Mr. Correr. In which case is that? 
Mr. Watron. That is just in one case, in the Walton & Mvers case. 
Mr. Correr. T started to ask vou a while back, as a businessman, 
good farmer on a very large scale, and as a person who had three 
rehouse ventures, had heen in the warehousn or business since L140, 
vou not hesitate before vou sold corn that was under warehouse 
ecelpt without notifving your Commodity Credit ¢ orporation ¢ 
Mr. Wavron. We did notify them. 
Mr. Correr. Each time you sold their corn? 
Vir. Wartroxn. No. not each time we skimmed the stuff off here and 


onditioned it and got rid of it, no. we did not. That was a continual— 
VO ld have to h ive clone it every dav, probably every week. W “(| 
ve to notify them. If vou will look over on the other side, that 


shows that I have to keep that damaged corn. It was sample corn 
len it was put in there. Then they say I have to keep it in grade. 
The CHamman. I suggest that this order be placed in the record 
this time in support of your testimony. It is signed by the Com 

I t\ Credit Corporation, 

Mr. Watron. That is right. I have got a duplicate here. You can 
ive that. 
Phe CHAIRMAN. Suppose you give us the duplicate, or give us the 
vinal and we will have it placed in the record, If you desire the 


original T will have the clerk mail it to vou. 


Mr. Watron. All right. 
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(The letter dated April 14, 1950, is as follows :) 


Exuisir No, 33 
Unirep States DEPARTMENT OF AGRICULTURE 
CCC Form M—5 (Rev.) Confirmation of Sale 


ComMMopiIry Crepir CORPORATION 


Cnicaco 5, ILt., April 14, 1950 
KDC—23298 
WALTON MYERS, 
Upper Sandusky, Ohio: 

We are pleased to confirm sale to you today by telephone—Messrs. Walto: 
Tyarks about 56,400 bushels No. 3 Yellow Corn—*“AS IS” - 
at $1.41 per bushel basis in store. Walton Myers Elevator, Upper Sandusky 
Ohio WHR weights WHR inspection Warehouse Receipts as soon as poss 
shipment. Demand draft through Commercial Savings Bank, Upper Sandus 
Ohio, with WHR attached. To be billed as follows: This sale covers part « 
approximately 94,750 bushels of corn inspected and reported out of condition 
H. F. Prue, Officer-in-Charge, Grain Branch, Toledo, Ohio, on April 3, 1950, and 
is identified as being the grain in the following silos: Lot 2, House 2, Silo 8 
Approx. 19,000 bu. Lot 3, House 1, Silos 6, 7, & 11, Approx. 39,750 bu. Lat 
House 1, Silo 8 Approx, 12,000 bu. Lot 5, House 2, Silos 7 & 10, Appr 
24,000 bu 

Yours truly, 
COMMODITY CREDIT CORPORATION 
Per BERNARD TYARKS, 
Contracting Oficer. 

It is understood that the balance of about 38,351.32 bushels will be ship. 
by Walton Myers on shipping instructions from CCC against which wareho 
receipts for 18,567.16 bushels of No. 4 Yellow Corn; 11,971.81 bushels of Ns 
Yellow Corn, and 7,812.35 bushels of Sample Grade Corn, will be surrenders 
by CCC. Warehouseman to protect grade per terms and conditions of 
Uniform Grain Storage Agreement. 

Storage shall be prorated and stopped for the account of COC April 14, 150 

The CHatmman. That covered 94,000 bushels, according to t! 
document. 

Mr. Correr. In what elevator? 

Mr. Warton. That was in the Walton & Myers elevator. 

Che CHarrmMan. That was an order to sell / 

Mr. Watton. Yes, that was an order to sell it to me. I wanted t 
vet rid of some more of the bad corn, or offered to buy it, offered t 
buy the whole thing, if they would not let me ship it out, offered to buy 
the whole thing. 

Mr. Correr. Did you have it at the time you offered to buy it 
Perhaps you had already sold it 

Mr. Warton. Well, no. 

Mr. Case. Yes, when their man was here in 1950 he examined tly 
bins. 

The Cuatrman. What happened to that order, to the corn that y: 
were instructed to dispose off? 

Mr. Warron. That I bought right there? 

The Cuatrman. Yes. 

Mr. Watron. I sold it. 

The Cruarrman. Did you get the money to the Commodity Credit 
Corporation / 

Mr. Warron. Why, sure—sure thing I did. 





_ - 
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The CuairMAn. Well in that transaction was any loss sustained by 
you! 

Mr. Case. We had to buy the warehouse receipts for their face value. 

Mr. Warton. For the face value and shipped it on the market. 

The CuatrMan. You sold it for less? 

Mr. Watton. Yes, sir. 

The Cuarmman. How much, do you know? 

Mr. Wauron. No; I do not know how much. 

The CuamrMan. Why did you not follow the same course or pursue 
the same course with respect to the disposition of other corn that you 
had ¢ 
Mr. Watton. Because I did not think that I could stand it at a loss. 
The CuarrMan. You did not think you could afford such a loss? 
Mr. Warton. I could not stand the loss. 

The CHatrMaAn. But you are going to lose it anyhow. 

Mr. Warton. I know. I was trying to minimize my loss. Here 
what I paidthem. Paid them $279,520, sent them a check for that. 
The CHatrmMan. ¥ 


f 


You mean out of that corn / 

Mr. Warton. That I bought. 

The CuamMan. Sold pursuant to this order? 

Mr. Warton. Yes. 

The Cuamman. That I just placed in the record ¢ 

Mr. Warton. That is right. 

The Cnamman. You did not follow that same course at any other 

ne, but you proceeded to sell it and keep the money for yourself, 
am I right in that? 

Mr. Warron. I did not keep it for myself. I put it back in corn. 

The CHarrMaAn. I know, but the corn was your own that you bought, 
you did not buy it for the Commodity Credit Corporation, did you ? 

Mr. Watton. Sure, I bought it to place back into the Commodity 
Credit Corporation bin. 

Phe Cuarmman. What became of it / 

Mr. Waron, I put it back in there, but it was not enough to supply 
what rotted, and I took it out. 

Mr. Case. You cannot sell two bushels and buy one and gain. 

The CHarrMman. I understand. Was that corn there when the 

spection was made by the ¢ ‘ommodity Credit Corporation ¢ 

Mr. Watron. Yes. That is right, so far as I know. it was there. 
Only what deteriorated in the process of rotting. 

The CrarrMan. I am talking about the corn you bought to substi 
tute for that which you say you sold. 

Mr. Wavron. That is right. 

The CHatrMan. That is what I am talking about. 

Mr. Case. They made their investigation and stated the corn was 
there. Commodity Credit did that at that time. Is that not right ¢ 

Mr. Correr. Was there an inspection’ I thought there was no 
hspection. 

Mr. Warron. There was no inspection as to quality. The only in- 
spection was as to quantity. The only one I know of as to quality, 
tomy knowledge, they might have. I do not know. 

The CHarkMan. Were any inspections made under your State laws ¢ 

Mr. Wauron. We have none, no. 

The CHarrman. You have none? 
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Mr. Warton. We have no State law. 

Mr. Correr. When did you say this run occurred on your ware 
houses when you paid out so much money 4 

Mr. Case. Right after we were sued. 

Mr. Warron. Right after we were sued. 

Mr. Correr. Did not the act of the suit tie up your funds and your 
warehouses so that there could not be such runs? . 

Mr. Wauron. No. They did not tie up only my real estate. 

Mr. Case. They put a restraining order on the real estate. 

Mr. Correr. Did you have this money in an account in your regular 
account ¢ 

Mr. Wavron. That is right. 

Mr. Correr. And did you pay out all of this money even after the 
suit had been brought? How much did you claim you paid out ¢ 

Mr. Wauron. I do not know. 

Mr. Case. In our case between three and four hundred thousan 
dollars turned over transaction. 

Mr. Correr. Is that money clearly shown that it did go to farmers! 

Mr. Case. Yes. 

Mr. Correr. That did have grain in there / 

Mr. Case. Yes. Our books show that, ves, sir. 

Mr. Waxurox. Then in the other two cases I do not know just 
exactly how much, but we had to sell cattle, we sold everything that 
we had, to keep our doors open, but we could not sell real estate any 
more, 

The CuHatrmMan. Has the Government settled in full or is there sti! 
a balance due? 

Mr. Wavron. We have a stipulation. We do not know yet how 
much they have charged us for. They have not gotten it around to us. 
Their suit is for a certain amount, but we do not know what their bil 
Is. 

The Cuamman. Have you answered the suit 

Mr. Wavron. There is not going to be no suit. 

The Cuamman. I thought you said there was a suit filed. 

Mr. Wavron. They sued us, but then they come and said, “We 
not want to try a lot of this. Let us get together and agree oO! 
settlement.” 

Mr. Corvrer. They said that—didn't you go to them ¢ 

Mr. Warron. Not at that time—— 

Mr. Case. They called us to Chicago. 

Mr. Correr. What ? 

Mr. Case. They called us to Chicago. 

Mr. Correr. Did you go to Chicago / 

Mr. CASE. Yes. 

Mr. Correr. What was the conversation ? 

Mr. Case. The conversation was that they had sued for the entire 
umount of the warehouse receipts out at that time, and we were ship 
ping—had been shipping since the day we got our orders on this 
shipping order. Well, naturally, as long as we were shipping, they 
could not tell us how much we owed them. So, therefore, they re 
quested us to stop shipping so that they could figure what we did owe 
them, and then we would have to buy the rest of their corn that was 
in our house at the market price that day. To date we have not gotte 
the figure as to how much we owe them yet, yet we are being sued. 








STORAGE AND PROCESSING ACTIVITIES OF CCC 717 


Mr. Correr. Did they let you continue to ship after you had made 
that arrangement / 

Mr. Case. Not totheir account. They told us to take that corn and 
ship it on open account. 

Mr. Correr. You mean that they turned over that inventory to you ? 

Mr. Case. That is right. 

Mr. Correr. You subsequently shipped that corn out ? 

Mr. Case. We are in the process of shipping. We came back and 
started to sell that corn after they gave us authority to sell it, and we 
found that our corn that we had shipped to Commodity Credit was re- 
consigned to Mansfield, Ohio, and sent to Buffalo on the open market 
for 6 cents less than No. 2 price at that day. Therefore, we could not 
sell any corn, because the terminal markets were plugged with Com 
modity Credit Corporation corn. So, consequently, we have pract! 
cally all of it on hand vet. 

Mr. Correr. Do they have liens against certain of your real estate ‘ 

Mr. Warton. All of it. 

Mr. Correr. Did they release the corn in place of real estate ¢ 

Mr. Warton. No. 

Mr. Case. No. 

Mir. Correr. When you were short and you had a liability to the 
Commodity Credit Corporation how was it that they sat down and 
took an agreement from you in heu of a physical inventory ¢ 

Mr. Warton. They did not want this corn. They called us up from 
Chicago three or four times and they said, “I thought we told vou to 
stop shipping corn.” We have a shipping order. 

Mr. Correr. When was this? 

Mr. Case. At the time that the stipulation was signed. 

Mr. Warron. About March the Ist or something like that. 

The CHatrMan. Of what vear/ 

Mr. Warton. Of 1952. 

Mr. Correr. After the date of the indictmer t? 

Mr. Wanton. Yes, I think it was, ves, sir. 

Mr. ( COTTER. You cont nued to ship corn out ot your ele ators / 

Mr. Watton. Every day. 

Mr. Case. Every day. 

Mr. Warron. As fast as we could ship it. 

Mr. Correr. On your own account and you considered it your corn 

Mr. Warton. No. no: we was shipping to ( ‘Commodity Credit. We 
did not ship no corn on our own account. 

Mr. Correr. When did this deal take place where they gave you the 


, 


/ 


or) 
Mr. Watrox. Around March 7. 
Mr. Case. March 7. 
Mr. Corr R. Do you have | copy of that agreement with you! 
\ir. Wanton. No: I should have fetched it. I meant to goand get if 
Mr. Case. It is on file in the court. 
Mr. Correr. What did you do, buy all of the corn that was left / 
Mr. Casr. We have to buy that corn. 
Mr. Correr. What do you mean you have to did you agree to b \ 


+ / 


Mr. Casr. Yes: we did. 





718 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. And did they release you from your liability to them 
lieu of the agreement ¢ 

Mr. Case. Yes, sir. 

Mr. Correr. What do they have as collateral now ¢ 

Mr. Watton. All of the real estate we have. 

Mr. Case. We have a restraining order on all of the real estate. 

Mr. Correr. But that is only an attachment under a suit. Have you 
liquidated your liability ? 

Mr. Watton. No. 

Mr. Case. We do not know what it is. 

Mr. Correr. Have you agreed to liquidate, to pay it, whatever it is’ 

Mr. Warton. That isright. We have agreed to pay it. 

The Cuamman. Are you ready and willing to pay it now, is tho 
the idea ¢ 

Mr. Warton. We have got $100,000 laying up there—no; that ha- 
been turned over now. We put $100,000 in escrow up there and tly 
lawyers said they agreed not to turn it over to them until we got thi: 
bill. Well, we did not get the bill, but yet we turned it over to the: 
the $100,000, and we are proceeding to get more, as fast as we can, 
but we are tied up on our real estate. When they took their suit, t 
Huntington bank came back in and took judgment. Therefore, they 
tied us up at one end and the Commodity Credit tied up at the other 

Mr. Correr. What did they take judgment on / 

Mr. Warton. On this Sd 000. 

Mr. Correr. What have they got for collateral ? 

Mr. Wavron. They got real estate ahead of the Government. ‘Thie 
got a judgment, and the Government—— 

Mr. Correr. Is your real estate heavily mortgaged / 

Mr. Warton. Yes; got mortgages on it, too. 

Mr. Case. According to Ernst & Ernst audit, there is plenty th: 
for everybody and more, too. 

Mr. Correr. What is your net worth / 

Mr. Wavron. After all of my obligations are paid they say | 
worth $936,000, 

Mr. Correr. That does not include the Commodity Credit Corpor 
tion thing / } 

Mr. Wavron. Yes: it does. 

Mr. Case. Approximated, because they do not know exactly wh 
is. 

Mr. Warton. I told you I might have to sell, and that is true, | 
cause they have told me that I have to liquidate that obligation 
May 26. I cannot do it, I mean, just have to be throwed—it wou 
have to be thrown on the market at any price, if they say that I 
have to do that. 

Mr. Correr. I have a suggestion. I think that we ought to put 
agent of the C. and I. on this and get their version of this. 

The Cuarmman. It might be well. 

Mr. Correr. We may want to ask them some more questions. 

The CuarkmMan. Where is Mr. Myers? 

Mr. Correr. They are all here. 

Mr. Wauron. Mr. Ward is here, and Mr. Myers is here. 

Mr. Correr. I would like to hear from Mr. Christian, 

The Cuairman. To give us the picture? 
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Mr. Correr. Yes; as to what was developed. 

The CuarrMan. Suppose you gentlemen slide over about a couple of 
seats. 

Mr. Myers, you might sit there, also. Let me swear you and Mr. 
Ward. Will you please come up? We will swear you, too. 

Do each of you solemnly swear to tell the truth, the whole truth, and 

othing but the truth, so help you God ? 

Mr. MYERs. ] do. 

Mr. Warp. I do. 

Mr. Correr. Could we have Mr. Christian now ? 

The Cuarrman. All right, Mr. Christian. Raise your right hand. 
Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Curisrian. I do. 

The CHarrMan. Let us see if we can untangle this, Mr. Cotter. 


TESTIMONY OF ALBERT C. CHRISTIAN, OFFICE OF COMPLIANCE 
AND INVESTIGATION, PRODUCTION AND MARKETING ADMIN- 
ISTRATION, CHICAGO, ILL. 


Mr. Correr. Give us your full name and occupation. 

Mr. Curistian. Albert C. Christian, Office of Compliance Investi- 
vation. 

The CuatrmMan. I wish you gentlemen would listen closely to what 
Mr. Christian has to say, because it may be necessary to ask you ques 
tions later pertaining to the testimony that he is going to give us. I 

nk what we have gotten so far is a bit confused. [| hope that Mr. 
Christian will straighten it out for us. 

Mr. COrTTrerR. You ire a certified public accountant or an an account 

t investigator with the C. and I. ? 

Mr. Curistian. I am a special agent accountant with the C. and I. 
| am a certified public accountant. 

Mr. Correr. You worked on the Walton case that vou have been 

earing about today ¢ : 

Mr. Curtst1an. Yes, sir; I participated in the investigations of all 

ee of the elevators. 

Mr. Correr. When was the matter first referred to vour office, the 
C. and I. office? 

Mr. Curistian. We received our request for investigations on all 

e cases on January 5, 1952. 

Mr. Correr. From whom ? 

Mr. Curistran. From Marvin C. Smith who was assistant director 

the Chicago PMA commodity office. 

Mr. Correr. Did you immediately make an investigation / 

Mr. CHRISTIAN. Well. the cases were assigned to Special Avent 
James Ramstad on January 7. They were assigned on January 7, 
1952. Now I did not get into the case personally until February 4. 
{1 the meantime Ramstad had been working on the cases. 

Mr. Correr. But there came a time when you did get into it, and 

ou became familiar with it, and you are familiar with the facts of 
the cases ? 

Mr. Curisttan. That is right, sir. 
Mr. Correr. There are three cases? 
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Mr. Curisttan. There are three separate cases; yes, sir: 
Mr. Correr. And before we get into the facts in each one, when did 
you file your reports ¢ 
Mr. Curistian. Well, the report on the Walton & Case elevator 
was completed on March 18. 
The Walton & Myers report was completed on March 20. 
ine & Supply report was completed on 


And the Sycamore Mil 
March 6. 

The CuarrMan. March 6. 

Mr. Curistian. March 6. 

Mr. Correr. What was the date of the indictment ? 

Mr. Curist1an. The first report completed was the Sycamore. | 
beg pardon ?¢ 

Mr. Correr. What was the date of the indictment ¢ 

Mr. Curistian. The indictment was returned in the case of the 
Sycamore Milling & Supply. That was the indictment against Mr 
Ward Walton and Mr. Ward. That was on February 29. In the 
Walton & Myers case—— 

Mr. Correr. February 29 / 

Mr. Curist1an. February 29. 

Mr. Correr. That was before you had completed your report ¢ 

Mr. Curisr1an. That is right: yes, sir. 

Mr. Correr. Did you submit preliminary information or work 
with the United States attorney ‘ 

Mr. Curistian. Yes, sir; we had discussed the cases with him, and 
we had, as a matter of fact, prepared our preliminary information, but 
the completed, typed reports had not been finished until the three 
dates I gave you. 

Mr. Correr. I noticed that this case was completed with great 
dispatch. You did not get it until January. You had it out and 
an indictment within about 2 months. 

Mr. Curistian. Yes. 

Mr. Correr. Less than 2 months. Can all cases be handled with 
that dispatch / Is there any reason why it took so little time as 
against some of the other cases ? 

Mr. Curistran. Well, perhaps these cases were handled a little 
more rapidly, because we were working very closely with the United 
States attorney, and he was anxious to present these cases to Federal 
grand juries. 

Mr. Correr. How far back did you trace the short position / 

Mr. Curistian. Well, in the case of Sycamore we traced it back—— 

The CHarrmMan. May I suggest that we take each case separately, 
so that we can have a picture of each case separately, rather than try 
to mix them in as we did a while ago? 

Mr. Correr. Let us take Walton-Case. 

Mr. Curistian. The Walton & Case elevator at Richwood, Ohio 
We determined their positions from July 1, 1951, up to January 22, 
1952, which was the date on which a measurement of the corn in the 
storage facilities was taken. 

Mr. Correr. Why did vou not go back further than 1951—lid not 
the storage program involve going back to 1948? 

Mr. Curistian. It did, yes. For one reason, the records prior to 
July 1, 1951, were rather difficult to handle. They had installed a 
new accounting system effective July 1, after having employed an 
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accountant, a Mr. Reece, and because of the condition of the records 
prior to July 1 and the length of time that it would have required to 
make a complete determination prior to that date and the urgency 
of getting this information into the hands of the United States at- 
torney we went only back to July 1, 1951, and there was a further 
reason. We were able to develop some evidence of a specific shortage 
as of July 1, 1951, of which the copartners had knowledge at that 
time which gave us an additional reason for picking that particular 
date as a starting point. 

Mr. Corrrer. You say they had admitted ? 

Mr. Crristran. Yes; Mr. Case—I did not talk to Mr. Walton—but 
Mr. Case informed us that they had made a determination of a shortage 
as of July 1, 1951. 

The CuatrmMan. In which case was that? 

Mr. Correr. Walton & Case. 

Mr. Curistian. That was the Walton & Case elevator at Richwood. 

Mr. Correr. What was your determination as the result of your 
investigation? To what extent were they short July 1, 1951? 

Mr. Curist1an. According to my calculation the shortage on July 1, 
1951, was much greater than they had determined. I show a total 
of—let me see, 218,000 bushels in round figures. 

The CuatrmMan. That is in the Walton & Case elevator? 

Mr. Curist1ran. Walton & Case elevator. 

Mr. Correr. How did you arrive at that? You might just gen- 
erally describe how your investigation is conducted, I mean, not 
particularly in this case, but what you do to determine shortage 
position, how you follow out from that. 

Mr. Curisttan. Generally speaking we endeavor to obtain specific 
records of inventories in the house, if they are available, from any 
source that we can get them. If we are unable to get actual inventory 
records we will have a measurement made of the house, that is, as of 
a current date, then we work back from that known inventory position 
through their records of receipts into the house and shipments from 
the house, removals from the house, to compute an inventory as of 
a prior date, as of any particular date that we choose to select. Then 
we determine their storage liability to Commodity Credit Corporation 
and others from records that are available. 

Mr. Correr. You have to determine their complete liability before 
you can determine a shortage position, do you not? 

Mr. Curistian. That is right, sir. 

Mr. Correr. And no physical inspection, whether by your office or 
the United States warehouse inspector or the office of Audit or Com- 
modity Credit Corporation inspectors, can be made without deter- 
mining the complete liability of the warehouse and the physical in- 
ventory that is on hand, is that correct ? 

Mr. Curtstian. That is correct, sir. 

Mr. Correr. In most instances that is not a long range job, is it? 
Can it be done in 2 or 3 days by one man? 

Mr. Cristian. It depends on the condition of the records. 

Mr. Correr. I am sure. I am talking about an average. 

Mr. Curistian. On the average, well, 1 would say the average case 
would probably take 5 or 6 days. 

Mr. Correr. For one man? 

Mr. Curistian. One man. 
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Mr. Correr. Let us get back to Walton & Case. You said that 
you came up with a shortage as of July 1, 1951, of 218,000 bushels 

Mr. Curistian. Yes, sir. 

Mr. Correr. That was an over-all shortage ? 

Mr. Curistian. That is right. 

Mr. Correr. What was the Commodity Credit Corporation short 
age ¢ 

Mr. Cunisrian. Let’s see. I have that here. It will be something 
less than that, because this total shortage included some liability to 
outsiders. There may have been a greater liability to outsiders a- 
of July 1, 1951, than we were able to determine. 

Mr. Correr. You determined 218,000. 

Mr. Curistian. That is right. 

Mr. Correr. Over-all. 

Mr. Curist1an. Yes: that is right. Their total corn inventory at 
that time was computed to be 189,500 bushels. And their liability 
to Commodity Credit Corporation— 

Mr. Correr. How much was it ¢ 

Mr. CurisTian. 189,500. I see—here it is. The outstanding ware 
house receipts, outstanding scale tickets, pardon, two others than 
Commodity Credit Corporation amounted to only 634 bushels at 
that time. 

Mr. Correr. 634 bushels? 

Mr. Curisrian. 634 bushels. So you see—— 

Mr. Correr. Is that all? 

Mr. Curistian. That is all. So that the total liability of 218,000 
consisted almost exclusively of Commodity Credit Corporation lia 
bility at that time. 

Mr. Correr. In this operation was there much trade with farmers 
and much storage of corn for other people in the same facilities where 
the Commodity Credit Corporation corn was being stored ¢ 

Mr. Curistan. Well, their outstanding storage liability to others 
than Commodity Credit Corporation never at any time amounted to 
very much. 

Mr. Correr. So this particular facility was pretty much devoted 
to Commodity Credit Corporation operation ¢ 

Mr. Curist1an. That is right. They bought and sold a lot of grain, 
that istrue. Weare speaking in terms of corn. I would like to make 
that clear. I do not know about their wheat or soybeans operations, 
because we were not interested in those two commodities, just the corn. 

The Carman. Did they have those two commodities stored in 
the same place as they had this corn ¢ 

Mr. Curisttan. They were not commingled; no, sir. 

The CHarrMan. I mean the same warehouses ¢ 

Mr. Curisttan. They were handling wheat and soybeans in the 
same warehouse, | am sure. 

The Carman. When you say an over-all shortage of 218,000 
bushels, was the most of that, as you indicate, Commodity Credit 
Corporation stored corn ? 

Mr. Curistian. That is right. 

The Cuatrman. How much did they actually have on hand? 

Mr. Curistian. According to my calculation, 189,500 bushels. 

The Cuarrman. Is that what they had left? 








STORAGE AND PROCESSING ACTIVITIES OF CCC 72: 


Mr. Curist1an. That is how much they had in the elevator in their 
storage facilities, and they owed Commodity Credit Corporation 
106.909 bushels. 

Mr. Corrrr. What was their greatest shortage period in this Wal- 
ton & Case elevator ¢ 

Mr. Curistian. The greatest shortage was at the close of September 
1951, and at that time it amounted to 284.356 bushels. This is the 
greatest shortage as of any month for which we have figures. If 
we computed this on an individual date basis we might find a slightly 
different figure on a date different from September 30. 

Mr. Correr. This 284,000 consisted principally of Commodity 
Credit Corporation grain, is that right ¢ 

Mr. Curistian. That is right. 

Mr. Correr. In one installation ? 

Mr. Curistian. Yes. ° 

Mr. Correr. Then between that time and December 1951. did they 
recoup any great amount! 

Mr. Curistian. Yes, sir, quite a bit. Between September 30, 1951, 
and December 31, 1951, they reduced their short position to 148,296 
bushels. 

Mr. Correr. What was that ? 

Mr. CuRistian. 148,296. 

Mr. Correr. So they reduced their shortage position between 
September 1951, and when they came to the Chicago office in De- 
cember of 1951 by well over 100,000 bushels ? 

Mr. Curist1an. That is right. 

Mr. Correr. And where did they get that corn from ¢ 

Mr. Curist1an. That apparently came in from producers in the 
area. 

Mr. Correr. From farmers—they bought the 1951 crop of corn and 
put it in# 

Mr. Curist1an. The 1951 crop of corn was coming in at that time. 
In the month of October they received by truck which is producer 
stuff over 158,000 bushels of corn. 

Mr. Correr. Do you know whether that was corn which the farmers 
had put in there under storage agreements, as they have described 
in their testimony, which had not been paid for and which caused 
a run on the elevator when the news got out ¢ 

Mr. Curist1an. That corn came in against scale tickets, and scale 
tickets were issued for the corn as it came in. That was their practice. 

Mr. Correr. Scale tickets would be a very rough equivalent of a 
varehouse receipt, no more. Do you know whether they paid for any 
of that corn that came in‘ 

Ir. Couristan. Oh, yes; yes their records show that they had paid 
for most of it at the time we were there. 

Mr. Correr. That is the point I am driving at. Did you hear the 
testimony that there was a very heavy run on them by farmers and 

roducers on grains that were in the elevators? Did you hear that 
testimony ¢ 

Mr. Curistran. Yes, I did. 

Mr. Correr. Did you find that situation? That they had a great 

eal of grain stored in their elevators that they were holding for 
farmers, who might sell when they deemed the market was most 


ivantageous ¢ 
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Mr. Curist1an. Well, as I understood their testimony they were 
speaking of all grains, not just corn. 

Mr. Correr. That is right. 

Mr. Curist1an. I do not know. 

Mr. Correr. I am talking about corn. 

Mr. Curtst1an. So far as corn—— 

Mr. Correr. I am asking you about corn. 

Mr. Curtstian, Unsettled scale tickets as of January 22, which was 
the date of our measure-up, covered only 6,900 bushels of corn. 

Mr. Correr. Of corn. 

Mr. Curist1an. We do not know what their outstanding liability 
for other grains might have been. . 

Mr. Correr. In the Walton & Myers case—— 

The Cuamman. Are you through with that case ? 

Mr. Correr. We arrived at a total. The cases are all connected. 
Did you want to ask some questions ¢ 

The Cuamrman. I did not, but I did not want us to go to another case 
until we got the facts in this one, in the Walton & Case elevator. 

Mr. Correr. We, certainly, could get more facts on Walton & Case. 

Did you go into the damage situation at all, of this corn that you 
got there ? 

Mr. Curistrian. Yes, we did do some work. Ramstad conducted a 
number of outside interviews in connection with that. And further, 
we examined the records of shipments of corn that was identified as 
damaged. 

First, the shipments of damaged corn would not be totally damaged 
corn. It would be corn that would have a percent of damage of 7 
percent or greater. 

Mr. Correr. Would it indicate that it had been mixed with other 
corn that was being sold ¢ 

Mr. Curistian. Well, we were so informed by Mr. Case. 

Mr. Correr. And was it selling for near the market price of corn 
at that time / 

Mr. Cristian. The grades I do not happen to have with me, the 
grades at which the corn was shipped, but it was shipped at marketable 
grades. They were not sample grade shipments, grade 2. 

Mr. Correr. In the Walton & Case situation what was the picture 
with respect to how much of the proceeds from the sales of this corn 
at the various times went back into the purchases of corn? Did you 
make any effort to make a determination of that ? 

Mr. Curistian. The money received from the sales of corn went 
into their regular bank account. 

Mr. Correr. It was mixed in a bank account and you lost it? 

Mr. Curtsttan. It loses its identity, of course. You cannot tel! 
what they used that particular money for, but they were buying corn 
at the time throughout this period. 

The CuatrmMan. During your investigation did you find out whethe: 
or not they obtained any permission from the Commodity Credit 
Corporation to dispose of this grain other than the one instance 
that the witness testified to a while ago? 

Mr. Curtst1an. According to our investigation they applied for no 


permission to dispose of the grain. 
Phe Cuatrman. They simply sold it? 
Mr. Curistian. They were given none. 
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The CHarrmMan. And they put the money in their own bank account? 

Mr. Curtstian. That is right. 

The CuHatrmMan. When did you, and when I say “you” I mean the 
Commodity Credit Corporation, first discover the possibility of this 
being a conversion ¢ 

Mr. Curistran. According to our information it was on December 
98. L9D1, at which time—— 

The CHarrMan. How did it come to your attention ¢ 

Mr. Curist1an. Mr. Case and Mr. Walton visited the Commodity 
office in Chicago and I believe they talked to Mr. Boberski, and in- 
formed him that they were short approximately 75,000 bushels of corn 
in Upper Sandusky, and about 25,000 bushels short at Richwood, and 
that this shortage resulted from deterioration of the Commodity Credit 
Corporation corn mm storage atl those two facilities. According to 
our information, no mention was made of a shortage at the Sycamore 
elevator. 

Senator Arken. Without indicating what they might be, Mr. 
Christian, how many more cases of conversion have you had located 
in the Chicago area / 

Mr. Curistian. Well, I have no idea what the total would be. 
because there are so many of the cases that I have no contact with. 
We would have to check our files to see that. 

Senator Arken. What is your position ? 

Mr. Curist1an. I am the accountant in charge of the accounting 
investigations division. 

Senator Arken. You are assigned to particular cases? 

Mr. Curistran. Certain cases are assigned to my division. 

Senator A1rKEN. You are not in a position to know what the over- 
all picture is / 

Mr. Curist1an. I do not have the record of the whole thing, no, sir. 

Mr. Correr. You have some rough idea, would you not ¢ 

Mr. Curist1an. Of the entire number? 

Mr. Correr. Yes. 

Mr. Curistian. I would hate to make just a wild guess. I really 
do not have any basis. 

Senator Arken. Are you kept fairly busy? 

Mr. (CHRISTIAN. ‘T hey keep us busy on these cases and other types 
of cases, too, that we have to handle. 

Senator Aiken. Do you have farm conversion cases? 

Mr. Curistran. The accountants do not handle those. I think we 
only had one on which we had an accountant assigned that involved 
a farm conversion that was tied up with it. 

Senator A1rken. Do you just have ( ommodity Credit Corporati mn 
cases or PMA ceases 4 
Mr. Curistran. All PMA, 

Senator AIKEN. All of the PMA cases? 

Mr. Curistian. All of the PMA, yes, sir. 

Senator A1iKeEN. Do you run across other types of violations besides 

inversion 

Mr. Curistran. In connection with grain, you have in mind? 

Senator AIKEN. Any of the PMA work. 

Mr. Curistian. Any of the PMA work. Our heaviest concentra- 
recently has been in connection with the grain. 
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Senator Atken. Do you have any trouble at all with forgers in the 
Chicago area? 

Mr. Curistian. Those are generally handled by general agent: 
I do not recall any case in which the accountants were. 

Senator Arken. They do not come to you? 

Mr. Curisti1an. They do net involve record investigation, so that 
lets the accounting division out. 

Senator A1rken. They do not come under your aspect ¢ 

Mr. CuristTian. No. 

The CuarrMan. In your investigation of the Walton & Case Eleva 
tor Co., did you find out whether or not all of the formalities were 
complied with as to that contract, the bonds and whatever was 
necessary ¢ 

Mr. Curist1an. Yes, sir. 

The Cuatrman. In other words, everytiing was in order? 

Mr. Curistian. We went into the question of the contracts and 
examined the bonds, the application for approval of warehouse, finan 
cial statements submitted by the companies in support of their applica 
tions, and so forth. 

The Cuarrman. And other formalities ? 

Mr. Curistian. And went through the correspondence files of the 
Commodity Credit Corporation to see whether there had been in- 
spections, the record of inspections, and notification to Commodity of 
hese of deterioration, or grade, and all of those related matters. 

The Cuarrman. Did you find everything in order ¢ 

Mr. Curtstian. In each case we found no indication of inspections 
of the facilities other than those that we ourselves brought about. 
And the contracts were properly executed. 

The Cuarmman. Were bonds furnished ¢ 

Mr. Curist1an. Bonds had been furnished. As to the amount, of 
the bonds, I am not qualified to say whether they were adequate, but 
the bonds had been required, apparently, in accordance with the then 
established procedures of the Commodity office. 

Senator Arken. You have been working on other conversion cases 
besides these particular ones. Would you have a general idea of how 
many you have worked on in the last few years? 

Mr. Curistian. Yes, sir. 

Senator Arken. That you personally worked on? I do not ask 

at you indicate who now. 

Mr. Curist1an. You do not want me to indicate it now. 

Mr. Correr. Not by name. 

Senator A1rken. Not by name, but by the scope of it. 

Mr. Curetst1an. A rough guess is eight. It must be more than that 

The Cuarrman. How many? 

Mr. Curistian. It must be more than that. I would have to jot 
those names down from memory in order to recall how many we have 
had. ‘here are three here, of course. Sixteen approximately. 

The Cuarrman. Is that aside from these three ¢ 

The Currist1an. That includes these three. 

The Cuairnman. So you have 13 aside from the 3? 

Mr. Curistian. Yes, sir, approximately. 

Mr. Correr. That you have personally worked on ? 

Mr. Curtstian. Personally worked on or reviewed as accountant in 
charge. The most of them I took part personally in some phase of it. 
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Mr. Correr. I think I was asking you whether or not you checked 
out or made an analysis between the grains that were being sold and 
the grains that were being purchased at about the same time. In 
other words, were they se ing grain at a low price because of damage 
ind buying better grain at the market # 

You heard the testimony this afternoon ¢ 

Mr. Curistian. Yes. 

Mr. Correr. I got the impression that may have been what took 
place to some extent. Can you give us your vie ws on that from 
what you were able to deve lop? 

Mr. Curist1an. I do not think I can answer that. We made no 

ualysis of compari itive pr Ices by pri ades. 

“te. Correr. Well, can you te ‘i us whether or not the sales of corn, 
over this period when they were going so far short, were at a greatly 
reduced price from the market ¢ 

Mr. CurtstiAn. I am afraid I cannot answer that specifically. As 
I mentioned earlier, the grades at which the corn was sold were satis- 
factory marketable grades of corn that had some damaged corn 
mixed in. 

As Mr. Case explained to us—and the records bore this out—they 
were not selling just straight damaged corn as such. They could not 
sell that, apparently. They mixed the damaged corn in with the good 
corn to make a marketable grade to prevent selling the corn at a loss. 
And then they sold it that way. They were attempting to hold down 
their losses. 

Of course, a percent of damage in corn will affect the price of corn. 
There is no question about that. 

Senator Arken. Did you follow the sales through to determine 
whether the purchasers were aware that perhaps the sale of the corn 
was not entirely proper ¢ 

Mr. Curistian. Only in the case of one vendee, one principal 
vendee. We examined his records and talked to the manager of the 
elevator there. Ramstead actually conducted that interview. But 
there was no indication the pure ‘-haser knew he was buying anything 
other than just corn. 

Mr. Correr. Was that a large purchaser ? 

Mr. Curistian. Very large. 

Mr. Correr. Now in the Walton and Myers case, what shortage did 

develop there? Let's take July 1 of 1951 and then the date of the 
vreatest amount. 

Mr. Curistran. In the Walton-Myers elevator, Upper Sandusky, 
Ohio, we went back to January 1, 1952 

Mr. Correr. January what ¢ 

Mr. Curtstran. January 1, 1951. I am.sorry. We went back to 

t date because they were on a calendar year basis and their records 

t themselves to a cut-off at that point. 

Now on January 1, 1951 their net short position was 50,600 bushels. 

Che CHarrman. Out of a total of how much in storage ? 

Mr. Curisttan. Their total storage liability at that time, I believe, 
was about 450,000 bushels. 


lhe Cuamman. Would you say they had all of that except the 
50,000 ? 


Mr. Curtstran. That is right, sir 
Che Cuarrman, All right. 
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Mr. Correr. Then how big did that shortage ever get? 
Mr. Curist1an. That increased to 281,428 bushels on December % 
1951. That was the high point. Then in January, three weeks in 
January they operated after they had disclosed their shortage to 
Commodity until this time of our measure-up when they had mace 
up a small part of that short position. So that their shortage was 
reduced to 270,000 bushels, roughly. And that is shortage to every 
body including Commodity Credit Corporation. 

The Cuamman. How much did they have on storage for other 
people ? 

Mr. Curisttan. On storage for other people they had at Jannu- 
ary 21, 1952, 13,523 bushels. 

The CuHarreMan. So that the bulk of the shortage fell on the Goy 
ernment again? 

Mr. Curisti1an. That is right. 

Mr. Correr. Was there not a 53.000 bushel shortage other th 
Commodity Credit in this warehouse ¢ 

Mr. Curist1an. There is 39,000-some-odd bushels of that which was 
on open scale tickets, and there is some question as to whether a storage 
liability existed with respect to those scale tickets because the circum 
stances under which they received that corn, as it was explained to 
us, Was that they would buy it at such time as the farmer decided to 
fix the price. 

Mr. Correr. Now did the situation with respect to the sale of cor 
prevail at this warehouse site as it did in Walton and Case? In other 
words, were they mixing bad corn with good corn and selling it at 
about market price ? 

Mr. Curistian. The same thing, as far as we could determine. 

Mr. Correr. In other words, in either of these two cases so far y 
did not find anything that would indicate that they were selling corn 
at a greatly sacrificed price ? 

Mr. Curist1an. We didn’t actually make a comparison of tly 
prices that they received for this corn with market prices at the ti 
We didn’t make an attempt to determine whether they were selling 
it at a sacrifice. 

Mr. Correr. You interviewed the warehousemen and you did not 
develop in either one of these cases that they had had to dump a | 
of very bad corn at a very negligible figure ? 

Mr. Curist1an. No, we found no such evidence as that. 

Mr. Correr. Then we come to the Sycamore installation. What 
your shortage there as of July 1951, or whatever periods you hav 
taken to go back to? 

Mr. Curisttan. In that case we went back to July 1, 1951. 

Mr. Correr. What was the shortage as of that date? 

Mr. Cuerst1an. The net short position on July 1, 1951 was 140,' 
hushels in round figures. 

Mr. Correr. Is that the over-all? 

Mr. Curtstran. That is over-all. 

Mr. Correr. What percent of that was CCC? 

Mr. Curisttan. Well. 1 do not have a breakdown here of the lial 
ity to others, but about 95 percent of it was CCC, roughly. 

Mr. Correr. And what was the greatest amount of shortag: 
this case of Sycamore? 

Mr. Curisti1an. 207,000 bushels on December 31, 1951. 








STORAGE AND PROCESSING ACTIVITIES OF CC 729 


Mr. CorTrrer. Al d what percentage of that was OCC, or what 
amount ¢ 

Mr. CHRISTIAN. Again about 95 percent. 

Mr. Correr. Was there any make-up from that figure to this Jar 

ary 1952 figure when you went in? 

Mr. Curistian. Yes, they made up some of that shortage, so that on 
Janu ry ?1 the Vv were short 200.900, roughly. 

Mr. Correr. They made up a greater amount in the Walton and 
Case where they reduced the shortage a very large amount in the fall 
of 19517 

Mr. Curist1anx. That is right. 

Mr. Correr. The a 

s how much ¢ 

Mr. Crreistian. For all three houses / 

Mr. Correr. All three cases 

\ir. CHRISTIAN About 611.800 bushels. 

Mr. Correr. 611,000 bushels? 

\ir. Couristan. Yes 

Mr. Correr. Are you familiar with the settlement or the agreement 
that the y entered nto with the Com: odity office in ( hicago subsequent 
tot he comp yletion of your in vestig: ition 

Mr. Curistianx. No, s 

Mr. Correr. Do vou not know anything about the details? 

Mr. CHRISTIAN No, sir. I have had nothing to do with that. 

Mr. Correr. Did vou understand what Mr. Walton was testifving 
bout here today when he indicated that Commodity Credit Corpora 
tion had turned loose the corn to them and that they were selling the 


roregate shortage, then. as of the time vou 


‘ 


corn ¢ 


Mr. Curistian. I hadn't heard anything about that. sir 

Mr. (OTTER. Wi rel *t these v arehouses and this inventory all tied up 
during the time you were making vour investigation ? 

Mr. Curistian. The assistant United States attorney in Toledo had 
hrought some form of legal action against them to restrain them from 
LISpos ng of their assets, 

Mr. Correr. A court order? 

Mr. Curist1an. A court order, as I understand it. 

Mr. Correr. A custodian é 

Mir. CHRISTIAN. I don't think so. I am not sure of that 

Mr. Correr. Were they doing business as usual during this period ? 

Mr. Curist1an. Under the order I understand they were permitted 
to col tinue to operate the grain business but not to dispose of their 
properties. 

The ¢ “HAIRMAN For whose account did they carry on this operation 
In grain ¢ , 

Mr. Curisttan. For their own account, I would presume. 

The CHarrman. With Government grain? 

Mr. Curist1an. Well, no. presumably they were buying grain, not 
selling it, at that time. 

The CuatrmMan. Was there any understanding that the Government 
grain would remain intact? 

Mr. Creist1an. I have no knowledge of that. sir. 

The Cuamman. How about that. Mr. Walton ? 

Mr. Warton. No. There was until we signed that stipulation—as 
ng as we were shipping grain we didn’t ship nothing but only to the 
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Commodity Credit to their account. And they continually told RB! to 
stop shipping grain, and we wouldn't do it until they finally said, ‘ 

told you tostop. That meansstop.” And therefore we el We 
still had on hand more corn, maybe 150,000 bushels of corn to shi), 
but they wouldn't let us ship it. 

Then we—well, I was in bed at the time, but my brother and Mr. 
Case went to Chicago and said, “We got to get this thing settled.” 

They said, “Therefore, we don’t want no more corn. We will tur; 
this corn over to you and you can sell it to your account, but you hay 
to pay for it at a market price of that day through this stipulation.” 

Mr. Correr. But did you pay down any cash at that time ? 

Mr. Wauron. No, they didn’t ask for no cash. They just said, * 
will bill you for it through this stipulation,” and we haven't got the bi lI 
for it yet. 

Mr. Correr. The way you tell it, your credit still seems to be good 
at Commodity Credit Corporation; is that correct ? 

Mr. Wauron. That is right. Ithinkso. I think my credit is abso 
lutely good any place. My credit always has been good or I wouldn't 
have been able to go to the Huntington National Bank and borrow on 
my own name, no security, $350,000. And it is good yet, but I have 
never tried to ruin it and never have ruined it, only I have been ruined 
by the—I don’t know whether I am ruined or not, but I have been hurt 
by the Credit Commodity actions. 

The Cuarrman. You mean by suing you? 

Mr. Watton. Yes. 

The Cuarrman. What else could you expect them to do? 

Mr. Warton. Wait until they seen whether I could fill my contract. 
They never waited. They give me a shipping order ending June 26, 
1951 to get that corn out. In that time I could have filled their cor 
tract, and I told them I would fill it. At the time they sued me I had 
one-hundred-and-some-odd-thousand bushels of corn coming in o1 
board track to fill this order. I knew I couldn’t fill—in the meantime, 
they give me to June 26, and then they stepped it up to March 27. 
They said I had that much time. 

I seen I couldn’t fill it through normal channels and T had to go out 
and buy it. SoTI proceeded to buy the corn, I had the money to pay 
for it at that time, but they finally sued me and put a restraining order. 
The restraining order calls for this—a restraining order to sell any 
assets in order to buy corn. They said they didn’t want the corn 
They stopped me from filling my contracts. How else would T have 
filled that contract of shrinkage of corn other than buy it? 

Therefore, I thought I had a right to buy and fill this contract, a1 
they stopped me from that. 

Mr. Correr. But, Mr. Walton, you were away afield from your ob 
ligations and the law and the criminal responsibility under your ware 
housing arrangement. You were a warehouseman. You had given 
warehouse receipts, and you were supposed to have so much corn ther 
and you didn’t. You were 600,000 bushels out. 

Mr. Watton. Under the State law of Ohio, the one we have bee 
operating under, when you give a warehotise receipt like we do, we are 
not obligated to have that grain there at all times. I didn’t think we 
had to have it there at all times. 

Mr. Correr. As I recall, you have a very old warehouse law in Ohio, 
do you not ¢ 
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Mr. Warton. Well, it—— 

Mr. Correr. It has never been active, no administration of it. 

Mr. Warron. Anyhow our practice is when we give a warehouse 
receipt all we are responsible for is payment of that warehouse receipt 
at the market. 

Mr. Correr. But you signed an agreement with Commodity Credit 
and under that agreement you are supposed to have corn. 

Mr. Wauron. That is right. 

Mr. Correr. In storage there. Is that right ? 

Mr. Warton. I signed that article of agreement and I broke that 
article of agreement, that is right. But if that was the only one they 
broke—they broke other ones, too. So if criminal action is right if 
[ break one, it should be a criminal action for them to break it. And 
[ have never received a payment. They say I should receive a pay- 
ment 20 days after I invoice them for it, and I never have received a 
payment in that time. 

Mr. Correr. Are you suggesting that the conditions of a warehouse 
receipt in Ohio are such that you may not have the stuff there at all ¢ 

Mr. Warton. That is right. 

Mr. Correr. And you just have a civil liability ? 

Mr. Wauron. That is right. That is absolutely right. 

Mr. Correr. Do banks loan money on warehouse receipts ? 

Mr. Watton. That is right. 

Mr. Correr. You apparently happen to have enough money if you 
liquidate to pay this off. But supposing you did not, is that all the 
warehouse receipt would mean ¢ 

Mr. Watton. That is right, in the State of Ohio. To my knowledge 
there is no criminal action. If there was, every elevator in Ohio 
would be criminally indicted. 

Mr. Correr. There certainly is under the Commodity Credit uni- 
form storage agreement and the charter of the Commodity Credit. 
You know that, do you not ¢ 

Mr. Watron. Under that CCC thing I signed I would like to have 
somebody to tell me where it says it is a criminal liability to violate 
this. 

Mr. Correr. It is a Federal law. I don’t know whether it is in- 
corporated in the agreement or not. 

Mr. Warron. Not that I could see. I didn’t know it was in there 
untilafter it happened. Then I knew a lot of it. 

Mr. Correr. Can anybody—Mr. Ward, Mr. Case, Mr. Myers—tell 
me what this arrangement was that was made at Chicago with the 
Commodity Credit Corporation ¢ 

Mr. Case. The arrangement at that time was that we would stop 
shipping corn and the difference of the corn that we had not shipped 
between what Mr. Christian’s measure-up said we had on hi ind was 
to be purchased at the March 7 price when it was sold. It hasn’t been 

ld today as yet because we can't sell it. 

“Mr. Correr. You can’t sell it ? 

Mr. Case. No; we couldn’t sell corn up until the last 4 days of last 
week. That was the first time we could sell corn since March 7. 

Mr. Correr. Why was that? 

Mr. Case. Because the brokers were full of corn. The terminals 
were full of corn. 
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Mr. Correr. But not because of any legal restriction ? 

Mr. Case. No. Then we were waiting 

Mr. Correr. Did you get the w arehouse receipts back ¢ 

Mr. Case. We have had those since ea irly in January, since we got 
out shipping instructions. And our shipping instructions said that 
we should have that grain shipped out of our house by March 28. W; 
were sued a month prior to that. We were not even given a chance 
to ship it out. Walton & Case would have shipped every grain. W; 
had the corn on the way from different sources to fill that contract by 
that time. 

Mr. Correr. Now does this eeny which you made at Chicago 
involve not only Walton and Case but Walton and Myers and Syca 
more / Does it involve your whole liability ? 

Mr. Case. That is right, all three combined. 

Mr. Correr. Was it pursuant to that agreement that you paid 
$106,000 in escrow ? 

Mr. Warton. That is right. 

Mr. Correr. And what is the approximate liability? 

Mr. Case. I would say between a million and a million and one 

Mr. Correr. You have come to that approximate figure ? 

Mr. Case. Yes. That was the approximate figure they gave us 
that day. 

Mr. Wartron. May I put ina word here? 

Mr. Correr. Yes. 

Mr. Warron. You say what was that stipulation. The stipulation 
is that this shortage that they say—we call it a “shrink” in our stipu 
lation, but you call it shortage—was to be priced to us at the highest 
price corn was possible, which was 18 cents higher than when we 
were shipping out corn. Therefore the Credit Commodity was a 
gainer of $100,000 on that deal over and above if we would have given 
the corn. They charged us 18 cents a bushel more than they could 
have gotten when we were shipping corn. 

Mr. Correr. You are saying that they benefited by your stealing 
the corn ? 

Mr. Case. By a hundred thousand dollars. 

Mr. Warton. I don’t like the word “stealing.” 

Mr. Correr. I called it stealing because you were dressing it up 
so nicely. 

Mr. Warton. We're not dressing it up nicely at all. 

Mr. Correr. But you sold a lot of corn that was not yours. 

Mr. Watton. I want to go into “shrink.” 

Three years in storage and handling on a screw conveyor, if you 
get off in one handling with less than 10 or 15 percent cracked corn 
that is shrink—with us it may not be totally shrink. We may try 
to feed it to hogs or cattle or get a little out of it some other way. 
But according to that, that is all shrink from them. Cracked corn 
isshrink. They won’t honor it. We had piles of it but they wouldn't 
honor it. 

Mr. Case. I would like to verify some of the questions asked Mr. 
Christian there. 

There are five factors that may determine low grade of the corn: 
Test weight, damage, heat damage, cracked corn and poor material, 
and moisture. , 
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We can ship out No. 2 corn and yet that corn in the bin should 
have been sample grade because of cracked grain alone. And I gave 
this to Mr. Christian. We have shipped out cracked corn to the 
amount of 35,625 bushels. That is all 100 percent cracked corn. 

Mr. Correr. Of course, that was not a total loss by any means. 

Mr. CASE. That was sold ata dollar a bushel. 

Mr. Correr. I see. 

Mr. Case. We were charged for that shortage at $1.91. We have 
shipped 44,000 bushels of high damage corn—44,316 bushels, in excess 
of {-percent damage. 

Senator Aiken. You mean the corn you shipped out, the cracked 
corn, you got no credit at all for it? You did not get what it brought / 

Mr. Case. We got a dollar a bushel for it. 

Senator Aiken. You got a dollar a bushel and were charged $1.91? 

Mr. Case. $1.91 in the stipulation. 

The CuHairman. That cracked corn was the residue after you worked 
it. was it not? 

Mr. Case. It is pure corn but just broken up. 

The CHarmman. It was mixed with other good corn? 

Mr. Case. No, no. That is complete 100 percent cracked corn re- 
fused by Commodity Credit or anybody else as corn. 

The CHarrMan. Where did that corn come from ? 

Mr. Case. From handling and elevation of Commodity Credit corn, 

The Cuatrman. That must have been poor handling for you to 
have cracked that much. 


Mr. Case. No. 

The (CHAIRMAN. Who Is responsible for the cracked corn, then ? 
Mr. Case. We are. 
The CHarrman. Well—— 


Mr. Case. We have got to go out and buy 35,000 bushels to replace it. 
The CHAtrMAN. Yes. 


Mr. Correr. Is that all Commodity Credit cracked corn ? 
Mr. Case. Yes. 
Mr. Correr. How many thousand ? 
Mr. Case. 35,625. 
Mr. Correr. Is that Walton and Case alone? 
| Mr. Case. That is right. 
Mr. Correr. What was your total inventory of Commodity Credit 


Cor poration corn ¢ 
Mr. Case. 1,180,000. 
Senator Aiken. What would crack that amount of corn? 
Mr. Case. We have a head house—lI have a picture of it here—that 
is 60 feet high. 
ry Senator Aiken. I come from a country where we buy cracked corn. 
We never noted they were reluctant to sell for so much. 
Mr. Casr. A 60-foot head house, and you drop it down—— 
Senator Aiken. It is the first corn that falls from the elevator to 
the floor? 
Mr. Case. It goes over a conveyor and falls down into a distributor 
and it might shoot off to different sites. 
Senator A1ken. And the kernels crack. 
Ul, Mr. Case. You can take 15 percent moisture corn and have hardly 
ny crackage, but take it down to 1214 and it busts all to pieces. Put 
3 years of age on it and you haven't got anything. 
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Mr. Watton. The 3 years of age is what gives us grief here—by 
trying to keep corn 3 years, which can’t be done. 

The Cuatrman,. The trouble is you didn’t keep the corn, you sold it. 

Mr. Wavron. The high damaged corn, we sold part. 

The Cuarrman. I know, but the high damage corn, as I understood 
it, was a small fraction of the entire amount you had on hand for the 
Government. 

Mr. Watton. I sold 463,180 bushels of Nos. 4, 5, and sample corn 
inthe 2 years. The rotten corn I mixed in with my own corn. 

The Cuarrman. Out of a total of how much you had stored ? 

Mr. Case. 450,000, “ 

Mr. Watton. We ended up with 450,000. And I sold that much 
of corn. That was 4, 5, and sample grade during that time. Now 
that is my own corn. This other was mixed in here. 

That cracked corn is shrink, definitely shrink. You have to take 
it out and feed it or dump it or sell it some place. 

As far as the CCC is concerned it is shrink, and as far as we are 
concerned it shrinks. We have to call it shrink. And you say we 
sold a lot of corn. We are only short about—— 

The Cuarman. I am taking your own statement. 

Mr. Warton. I am going to give my own statement now. 

About 29 percent of the total amount of Commodity Credit corn 
was all that we were short. 

Mr. Correr. How much ? 

Mr. Watron. Around 29 percent is all the corn we were short. 
We handled around sixteen to eighteen hundred thousand bushels, 
and we were only short 500 and some thousand bushels—isn’t that 
right ? 

Mr. Case. Yes. 

Mr. Wauron. About 500,000 bushels. Therefore, we were about 
20-some percent short. 

The Cuamman. You mean of all the corn you handled? 

Mr. Warton. Of all the Commodity Credit corn we handled. 

Mr. Correr. Of course, by your contract, anything over 3 percent 
is suspicious. 

Mr. Watron. It may be suspicious for 1 year, but for 3 years it 
couldn't be suspicious for that. 

Mr. Correr. Well, as I said, we are not here to try you people today. 
We are just interested in 

The Cuatrman. Trying to get the facts. 

Mr. Watton. We are trying to give you the facts. 

Mr. Case. I would like to enter something here. 

Mr. R. C. Woodward and Mr. Robert Cargill are representatives 
from warehousemen that meet with Commodity Credit each year and 
go over this uniform grain storage agreement and try to work it out 
to the satisfaction of everybody. Yet those two men write me and 
tell me they can’t give me any information in regard to spoilage or 
shrinkage or cracked corn for corn stored in a 3-year period of time. 
There is their letter. 

Mr. Correr. I should think it would depend on the circumstances, 
the type of machinery. 

Mr. Case. That is right. So the people that are representing us 
in meeting with Commodity Credit on this thing don’t even know 
the situation exists. 
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Mr. Watron. If I may say, you wonder why we have so much 
cracked corn. That gentleman there asked that. 

The CuarrMan. That is Senator Aiken. 

Mr. Watton. These buildings we store the corn in is flat storage 
200 feet long. We have a 200-foot screw conveyor that puts it in 
and a 200-foot screw conveyor that takes it out. When this 3-year 
old corn, dried down to 10- or 12-percent moisture, goes through 
those screw conveyors it cracks it up, and that is what you call cracked 
corn. It is a waste. And if we can get that through one time with 
less than 10-percent shrink, we are lucky. You just can’t do it. 

Senator Aiken. And that is the type of corn that we buy up in 
the Northeast. We used to buy a lot for our horses. It is cracked 
in the process and you do not deliberately crack it then ¢ 

Mr. Waurox. Oh, no. In our case there are machines that do crack 
corn. We crack it one place and sell cracked corn. 

Senator Arxen. I thought we always got charged for cracking it. 

Mr. Correr. I think thev claim now, too, that the vitamins escape 
as soon as it is cracked and that is why it sells at a discount. 

Senator, do you have anything more / 

The Cuarrman. I am wondering if, Mr. Myers, you have anything 
to add to what has been stated here. 

Mr. Myers. No; I haven't anything to add. Mr. Walton in the 
partnership of Walton and Myers handles the corn business and he 
takes full responsibility for it. 

The Cuarrman. What do you do? 

Mr. Myers. Well, I am in the office and I handle the other grains 
and the wheat and beans and that end of the business. 

The Cuarrman. Did you get into any difficulty with respect to 
those commodities ? 

Mr. Myers. No. 

The Cuarrman. Your whole trouble has been 

Mr. Myers. Except we had some loss and damage on wheat, but 
then we have never had any quality deficiency or quantity deficiency 
on it. 

The Cuamrman. What part, if any, did you play with respect to 
thiscorn? Are we to understand no part at all? 

Mr. Myers. That is right. I have no part in the corn. 

Mr. Correr. Did you know that you were short to the extent you 
were? You must have in Walton and Myers. ; 

Mr. Myers. No: I didn’t know that until Mr. Walton advised me 
here sometime in the later part of—oh, whenever he went to Chicago. 

Mr. Correr. Physically how could you be around your elevator 
without knowing that ? 

Mr. Myers. You must remember these storages are in Upper San- 
dusky and out in the country both. To look in these big flat storages— 
in fact, due to my health I can’t go into these storages. Of course, 
there were big a there. I left it up to Mr. Walton. 

Mr. Correr. You wouldn’t have to go in, all you would have to do is 





look at the books to show that. 

Mr. Myers. Those books were kept by Mr. Walton. 

Mr. Correr. He did keep the books, and you did not have anything 
to do with the books on corn? . 


Mr. Myers. No. 
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Mr. Wauron. The books wouldn’t show what deteriorated in the 
bins. 

Mr. Correr. No, but they would show you had sold the corn that you 
had warehouse receipts out for. 

Mr. Wavron. Maybe Mr. Christian could tell you there that during 
the 1950 and ’51 period, did we sell any more corn than we purchased 
io amount to anything? 

Mr. Curistian. I think we are getting into a matter now that I am 
not prepared to discuss, if it pleases you. 

The Cuarrman. All right, Mr. Ward, have you anything to add to 
what has been stated, sir? 

Mr. Warp. I don’t believe I have anything to add. 

I am a full partner of Mr. Walton. I was a merchant, and when 
we took over I was to be the merchandiser and warehouseman and Mr. 
Walton was the grain man. 

The Cuarrman. Did you know of this shortage? 

Mr. Warp. Yes, I knew of it. 

The CuatrmMan. How is that ? 

Mr. Warp. Yes, sir. 

The Cuatrman. When did you learn about it? 

Mr. Warp. I didn’t learn all of it, didn’t know we were short until 
the auditors came—that we were short as much as we were. 

The Cuarrman. What part did you play in the handling of corn? 

Mr. Warp. Shipping of corn. 

The Cuamman. The shipping of corn? 

Mr. Warp. Yes. 

The Cuarrman. Through Mr. Walton here? 

Mr. Warp. That is right. 

The Cuarrmman. Did you ever inspect the warehouses to determine 
the extent to which there may have been shortages ? 

Mr. Warp. You mean the inspectors ? 

The CuHatrman. Yes. 

Mr. Warp. Only once, when we were ordered—I think it was June 
21, in 1950. 

Mr. Warron. I don’t believe that is the question he asked you. 

Mr. Warp. That is the only time there was any inspection. 

The Cuatrman. Well, in all of the transactions that you gentlemen 
had with the Commodity Credit Corporation, did you receive any as- 
sistance from any officials of the Commodity Credit in your disposal 
of this corn? 

Mr. Warp. No. 

The Cuatrrman. Did you act on your own ? 

Mr. Warp. How is that? 

The Crarmrman. You acted on your own, did you not? 

Mr. Warp. That is right. 

The Cuatrman. In other words, what I really mean to say is. there 
was no collusion between any of you gentlemen with any of the offi- 
cials of the Commodity Credit Corporation ? 

Mr. Warp. No. 

The Cuamman. Is that correct? 

Mr. Warton. That is correct, as far as I am concerned, Mr. Chair- 


man. 
The Craraan. With the experience you have had in the handling 
of this corn, would you be in a position to state to this committee any 
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suggestions as to how this matter could be handled so as to give all a 
square deal and to prevent the recurrence of what happened in your 


case ¢ 

Mr. Watton. Yes. I will start, in the first place, that they should 
not dump high-damage corn in with the other. ‘That would be one of 
them. 

The Cuatrman. You could have refused it. It was your warehouse, 
sir. 
Mr. Watron. My warehouse, but they said I couldn’t refuse it ; I had 
to take what they put in to me because I had an agreement. 

The Cuamman. I think you were a little bit too easy in that regard. 

Mr. Watton. If I had known then what I do now I wouldn’t have 
had this loss. I know that. 

The CuHarrman. Did you solicit this business ? 

Mr. Warton. No sir; they came and told us if we didn’t take care of 
this business, they would build one of their own, and if we wanted this 
business we would have to be prepared to take care of it. Therefore 
that is what we done. The county PMA said, “If you don’t take care 
of it” - 

The Cuarrman. When you say county, you mean the farmers in 
that locality? 

Mr. Watton. I mean the PMA. They have a county PMA and 
State PMA and then a National PMA. But they told us, “If vou 
don’t take care of it, we will put a bin-type building of our own storage 
right there.” 

We had our investment and. therefore, we didn’t solicit it, it was 
pushed on us to save our investment, our business. That would be 
one. 

One would be that they use prudence in their actions and conduct 
the same as I use prudence in mine. I didn’t know at that time that 
I could refuse it. They told me I couldn't. | didn’t know that I 
could. It doesn’t say I have a right to refuse it in the contract. 

The CuarmMan. You certainly did not have to sign that contract, 
sir. 

Mr. Watton. No, I didn't have to sign the contract: that is right. 
The CHatrmman. And you did not have to take the corn on storage 
either. 

Mr. Corrrer. I do not think you run these 7,000 acres and 3 elevators 
by being a “Milk Toast.” 

Mr. Warron. No. I am a green businessman. I am an expert in 
farming, I think. 

The Cuamman. I wonder if we could not get other suggestions. 

Mr. Correr. Surely. 

The (CHAIRMAN. You developed one. What is second ? 

Mr. Waron. Never to try to keep poor quality corn, as we had in 
1'48—3 years. Never attempt to do it because corn is perishable 
like anything else. They might not think so, but it is. 

When you try to keep corn it gets weevils into it. One year it got 
worms Into it and the tops of them bins down that far (indicating) 
literally moved with worms. And you can’t keep corn in flat storage. 

Another thing is never to try to keep it in flat storage. They should 
know because they are doing it. 

The Cuatrman. Why do you do it for yourself? 
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Mr. Watton. They recommended that we give storage. That was 
the cheapest storage we could get. We couldn't afford to build all- 
cement-type elevators. 

The CuarrMan. Did you build those warehouses especially to store 
Commodity Credit grain ? 

Mr. Wauron. I did. I absolutely did. And they were all built 
for that purpose. 

Mr. Correr. Did you consult experts in storage, and so forth, in 
conjunction with Commodity Credit at that time for the best storage / 

Mr. Warton. They told me the cheapest storage was the flat storage, 
that is the kind that they were building and have been building 
through the country. 

Mr. Correr. I understand the screw operation for moving that 
distance is very impractical. 

Mr. Warron. They don’t have to, to my knowledge. Because how 
would we get to do it otherwise in that size storage? We had to have 
something to put it in and something to take it out. 

Senator A1rkEN. Does Commodity Credit have those of its own ? 

Mr. Wavron. Oh, yes, sir. 

Senator Arken. The hangar type? 

Mr. Warton. The same type I have. 

Senator Aiken. Do you know how the corn is keeping in their 
storage ¢ 

Mr. Watron. It is not keeping. Theirs is completely rotten. 

Mr. Case. It went a lot faster than ours did. 

Mr. Watton. Some of these inspectors come around—not this fel- 
low. I never met this fellow before, because I was sick at the time— 
and said, “Even if you would have had that corn left there, even though 
it was rotten, you wouldn’t have any criminal liability here, you 
could have showed the corn. But, nevertheless, you would have had 
to pay for the corn.” 

Suppose I had to pay for sixteen hundred thousand bushels of corn 
at $1.92. I couldn’t have done it. They would have a loss then. 
Now I can do it. 

Senator Arken. Why does the corn not keep in the hangar-type 
storage—because there is too much air above it ? 

Mr. Watton. Well—— 

Senator Arken. And not enough through it? 

Mr. Warron. Yes. There is none through it at all. The heat 
from the corn goes up against the roof and hits the colder air and con 
denses the moisture, and it falls down. And in wintertime, the cold 
from the corn also goes up and hits the warm air. In both cases it 
is condensation and falls down on top of the corn. 

The Cuarrman. And wets it? 

Mr. Watton. And wets it. 

Now I can tell you a little more on why we are short. We 
intended—— 

The CuatrmMan,. Before you go into that, would you be able to give 
us some more information? 

Mr. Watron. Yes, sir. 

The Cuatrman. What ought to be done in order to improve this 
storing of grain? 

Mr. Case. You can’t keep the same grain for 3 years. That is 
impossible. 
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Mr. Warton. And another thing—if the Credit Commodity would 
stand their own loss instead of making the warehouseman stand it, 
that would be one good one. Let them stand their own loss instead 
of the warehouse. 

The CuarrmMan,. You mean in whose elevators—those they hire? 

Mr. Watton. If they want to keep it—— 

Senator AIKEN. From your expert knowledge of storing grain, 
what would you think of storing grain in the hold of a ship for several 
months ora year? Would you expect it to keep or wouldn’t you? 

Mr. Watton. I don’t know. I wouldn’t expect it to keep. I don’t 
know. 

Senator Arken. Mr. Chairman, it has been a mystery to me for 
some time what has ever become of the grain stored in the Liberty 
ships in the Hudson River. We never were quite able to find out. 

Mr. Case. Wherever grain is around moisture, gentlemen, it just 
don’t keep. That is all there is to it. 

Mr. Correr. Actually they have been making a great advance in 
still storage by putting in fans and stirring the air a little. 

Mr. Case. They still have to move that grain, I would think, anyway, 
and if you move it you are going to crack it and bust it up. 

Mr. Myers. That grain is a living organism. I read every day 
in trade magazines and everything that nobody knows yet just exactly 
what takes place in that kernel. 

Now then, whether it is due to the fact that it is packed so tight, 
rr just exactly what, it is still a mystery, and all kinds of literature 
is out on it—why won't grain stay in condition when it is stored in 
one place ¢ 

The CHamman. Mr. Walton, you started to say something about 
another suggestion. 

Mr. Waxron. I started to say, if they would assume their own 
liability on that corn they wouldn't try to keep it for 3 years. 

Another one is that their law is such, I think they told me this— 
that they can’t move it out unless it is inspected and proven to be 
going out of condition. If they get away from that idea, that the 
only kind of corn they can handle is rotten corn, that would be better. 
It would take it out while it was still in good condition, and if they 
did. that, I can’t see why it wouldn’t better the situation. 

Senator ArkeN. Well, the purpose of the support program is to keep 
the grain off the market. 

Mr. Watton. That is right. 

Senator ArkeN. So it won’t mash the price. 

Mr. Watron. It is pretty hard to keep it off the market at our 
expense. It is pretty hard to do. 

Senator A1keNn. It it true they can only sell it for less than this level 
when it starts to go out of condition. 

Mr. Case. That is the situation they advised us on, and that is the 
reason they wouldn’t take it out of our warehouse. 

Senator A1rxen. But if you told them to unload that grain onto the 
market, even though it was not going out of condition, you would 
defeat the purpose of the suport program, which is to keep grain off 
the market when there is too much going on it and to feed it back 
when it can stand it. 

Mr. Watton. That is right. 
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Mr. Case. That is just what they have done in the last 2 months. 
They have plugged the terminal markets to the point where we can’t 
sell corn. 

Senator Aiken. You mean they have flooded it ? 

Mr. Case. That is right. 

Senator Arxen. Of course, that is not the intent of the program. 

Mr. Case. No, but that is what is taking place. 

Senator Arken. The intent of the program is to keep the price up 
at a reasonable level when there is a surplus and feed it back to the 
market when it can be put back on at a reasonable price without 
breaking the market. 

Mr. Case. An orderly market. 

Mr. Watron. That is the reason I say they should own their own 
storage facilities in order if it costs them to do that it isn’t the cost 
of us warehousemen. We can’t afford to do it. 

The CHamman. Well, are you now convinced they ought to build 
their own ¢ 

Mr. Warton. Iam now. 

The Cuatrman. I thought a while ago you said you built all of these 
warehouses because you were afraid of competition. 

Mr. Watron. That is right. 

Senator Arken. Do you think the loss in the Government-owned 
storage that they have today will be as great as in the storages which 
are hired ¢ 

Mr. Wavron. Far greater. Their loss is far greater than my loss 
Was. 

The Cuarrman. How do you know that? 

Mr. Wauton. I have seen—I went by these bin sites when they were 
unloading these bins and hauling it right out in the field and dumping 
it. There was not a good grain in there. 

The Cuairman. Where is that / 

Mr. Warton. Ohio. 

Mr. Correr. Where in Ohio? 

The Cuarrman. Could you be specific? We would like to look 
into it. 

Mr. Watron. I think Madison County. I think that is where I 
went by and happened to stop. 

The CHatrMan. Was that lately? 

Mr. Watton. I suppose about 2 months ago. 

Mr. Correr. Two months ago in Madison County. Was the site 
near there ? 

Mr. Warton. I do not know the site. I was just going by and they 
were hauling it out of the bin. , 

Mr. Correr. Did you stop ¢ 

Mr. WaLTon. Yes, I stopp ved. 

Mr. Correr. Didn’t you know where you were? 

Mr. Watron. I think it was in Madison C ounty. It might have 
been in Pickaway County. | 

Mr. Correr. Don’t you know what route it was on? 

Mr. Warron. Route 56 I think. 

Mr. Case. You can find the spot? 

Mr. Watton. Yes. 


Mr. Case. So we « can take you to the spot. 
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The CHatrrman. Have you any reports to that effect ? 

Mr. Warton. We have all kinds of reports. 

Mr. Case. Three years ago in Logan County the snow melted 6 feet 
from the buildings. There must have been a lot of heat being 
generated. 

Mr. Correr. Was it hauled out? 

Mr. Case. It was hauled out. 

Mr. Correr. And sold to farmers? 

Mr. Case. Yes, sold to farmers. 

Mr. Correr. For hogs and so forth ? 

Mr. Casr. Hog feed. 

The Cuatrman. At about half price ? 

Mr. Case. I don’t know the price. Claremont County, I under- 
stand, had the same situation last fall. 

Mr. Correr. What county ¢ 

Mr. Case. Claremont. 

Mr. Correr. How much was involved there, do you know? 

Mr. Case. Approximately $200,000 worth of grain. I imagine 
100,000 bushels approximately. 

Mr. Correr. Do you know how much was involved in the situation 
you were talking about, Mr. Walton ‘ 

Mr. Wauvron. It was a round bin which would hold about 1,600 
bushels they were working on at that time. 

Mr. Correr. Was it the result of a flood ? 

Mr. Watton. No. 

Mr. Correr. Did you look at the condition of the grain ? 

Mr. Warton. Yes. , 

Mr. Correr. What was it—weevily or what ? 

Mr. Wavron. It was molded, is what I would call it. 

Mr. Correr. Sour and moldy ? 

Mr. Watton. Yes. 

Senator ArkeNn. This is corn? 

Mr. Watton. Yes. 

Senator Arken. Mold on the corn? 

Mr. Wauron. Yes. What I am talking about, that is right. 

Mr. Correr. Mr. Walton, you had a producer claim with the Chi- 
cago Commodity office that involved quite a sizable amount—around 
« hundred thousand dollars. Would you explain the details of that ? 

Mr. Warron. That was corn that was raised on my farms, and all 
of it was fetched into my own place and stored, excepting one farm. 
lt was down in Pickaway County. It was a 100-mile haul. 

Well, I went up and asked the county PMA whether I dared to 
sell the amount of corn that I raised on that farm, haul it into the 
local market and sell it, and come up here and buy an equal amount 
or take over an equal amount and put it in under my program. They 
could see nothing wrong with it. I done it. And then the investi- 
gators come around from Chicago, or wherever they did, and they 
said that was ineligible corn. I didn’t have the right to do that, they 
said, 

And after I conceded, I guess, that it was ineligible corn, because 
I had to produce the identical corn, and I produced the amount of 
corn, but instead of hauling it 100 miles, I sold it down there and 
bought it up where I had storage. They didn’t have the storage 
facilities down there. That was ineligible corn. 


20554—52—pt. 1——48 
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They said, “Well, being it is ineligible corn, how about buying th; 
warehouse receipt back?” 

I said, “It is O. K. with me. 
done it. 

Mr. Correr. You bought the warehouse receipt back ? 

Mr. Watron. Yes. 

Mr. Correr. That involved only 2,000 bushels 

Mr. Wavron. All of it, that was all in one. So I bought it back. 
They said to clear the matter, buy it back, and I said, “Yes.” 

Mr. Correr. How long a period did it hang fire before you bought 
it back / 

Mr. Warton. I really don’t know. 

Mr. Correr. Quite some time / 

Mr. Warron. I wouldn't say it was quite some time. I don’t think 
over three or four months, maybe. 

Mr. Correr. At that time you had a producer loan on it? 

Mr. Wavron. That is right. 

Mr. Correr. For approximately $100,000 ? 

Mr. Wavron. That ts right. 

Mr. Correr. In what county was that? 

Mr. Warron. That was in Wyandotte County, the county I live in. 

Senator Arken. I would like to ask Mr. Christian, Mr. Chairman, 
do they ever inspect loan storages for shortages and spoilage. 

Mr. Curistian. Government-owned / 

Senator Arken. Yes. 

Mr. Curistian. The office of audit handles that. We in C. and L. 
do not unless we get a specific request. 

Senator Arken. Do you think they would be able to tell us the 
amount of spoilage from storages which might have developed from 
their own storage houses ¢ 

Mr. Curtstian. They might. 

Senator A1rken. There must have been some. 

Mr. Curisttan. Yes. 

Senator Arken. Because it certainly wouldn’t have all kept per 
fectly. 

I was just wondering whether that would indicate perhaps in some 
of these cases, whether publicly owned storage as well as privately 
owned, receipts might heve been given for more than the amount 
actually taken into the storage houses ? 

The Cuatrman. Who handled the matter in this Madison County ? 

Mr. Warton. I don’t know. 

The Cuatrman. You do not know? 

Mr. Warton. No. 

The Cuatrrman. But it was handled by the Government ? 

Mr. Warton. It was in these bin sites, where these bins are around 
all over the country. It was one of those sites. 

The CHamman. And they were owned by the Commodity Credit 
Corporation / 

Mr. Watron. I think so, yes. 

The Cuamman. And you saw what was happening to only one bin’? 

Mr. Watron. I just happened to be going ty there, yes, and they 


” 


I made a little on the deal, and so I 


was hauling out of one bin and dumping it out in the field. 
The CuarrmMan. When was that ? 
Mr. Watton. A couple of months ago. 
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The Cuatrman. In Madison County ? 

Mr. Watton. I would think in Madison County. 1 wouldn't say 
for sure what county, but it was in that locality, right up there, but 
I just don’t know where the lines are. I go from my place down to 
Pickway County in through there. . 

The CuarrMan. Any further questions you desire to ask these 


witnesses ¢ 
Mr. Correr. I don’t think so. 
The CuarrMan,. Thank you very much, gentlemen. 
The committee will stand in recess until tomorrow at 10 o’clock. 
(Thereupon at 4:25 p. m., the committee recessed until 10 a. m. 
the following day, Tuesday, April 22, 1952.) 

















INVESTIGATION OF STORAGE AND PROCESSING ACTIVI- 
TIES OF THE COMMODITY CREDIT CORPORATION 


TUESDAY, APRIL 22, 1952 


Unrrep SratTes SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington. dD. ( 

The committee met, pursuant to recess, at 10:05 a. m., in room 524, 
Senate Office Building, Senator Allen J. Ellender (chairman) 
presiding. 

Present: Senators Ellender (chairman), Young and Thye., 

Also present: Paul J. Cotter, chief counsel for investigations. 

The CHarrMan. The committee will be in order. 

As I indicated yesterday we are going to first take up the Plains 
Grain & Storage Co., Inc., Ft. Worth, Tex. Mr. Dawson, have a 
seat, sir. 

I understand, Mr. Dawson, you have an attorney with you and that 
you would like to have him sit next to you. It will be agreeable. 

Will you raise your right hand. Do you solemnly swear to tell the 
truth, the whole truth and nothing but the truth, so he ‘Ip you God ¢ 

Mr. Dawson. I do. 


TESTIMONY OF HERMAN DAWSON, PLAINS GRAIN AND STORAGE 
CO.. FORT WORTH, TEX., ACCOMPANIED BY LEO BREWSTER, 
COUNSEL, FORT WORTH, TEX. 


Mr. Correr. Identify yourself for the record, your name and 
address. 

Mr. Dawson. Herman Dawson, Fort Worth, Tex. 

Mr. Correr. What is your address in Fort Worth ? 

Mr. Dawson. Meacham Building. 

Mr. Correr. Would you identify yourself? 

Mr. Brewster. Iam Leo Brewster. [ama lawyer from Fort Worth, 
Tex. My mailing address is W. T. Waggoner Building. I represent 
Mr. Dawson in the case in Amarillo, Tex. There was an indictment 
growing out of the matters relating to the dealings between the Plains 
Grain & Storage Co. and the Commodity Credit Corporation. The 
case has been tried. The trial began on February 28th of this year. 
The indictment was returned on February 7th. The trial resulted in 
a conviction on 16 out of 24 counts, and an appeal has been taken 
from that conviction, and the appeal is now pending. 

Mr. Correr. What is your occupation ? 

Mr. Dawson. Grain merchant. 
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Mr. Correr. A grain merchant, you say? 

Mr. Dawson. Yes. 

Mr. Correr. Do you also have a warehouse business ? 

Mr. Dawson. Yes. Plains Grain and Storage. 

Mr. Correr. How long have you had the warehouse business’ 

Mr. Dawson. Since 1948. 

Mr. Correr. Did you build at that time or did you take over another 
warehouse or what was the circumstances of your getting Into the 
grain storage business ¢ 

Mr. Dawson. No, they were hangars and Government surplus 
buildings. 

Mr. Correr. Did you buy the buildings and put them on new land / 

Mr. Dawson. No, they were leased. 

Mr. Correr. You leased from them ? 

Mr. Dawson. On the site. 

Mr. Correr. You leased Government property ? 

Mr. Dawson. That is right. Possibly it was not Government. prop- 
erty, but it had been at one time—might have belonged to Texas 
Tech College or to the city of Lubbock, the city of Amarillo. 

Mr. Correr. You leased from them ¢ 

Mr. Dawson. Yes, that is true. 

Mr. Correr. Is that right ? 

Mr. Dawson. Yes. 

Mr. Correr. And then you say you are a grain merchant. Where 
did you have that business ¢ 

Mr. Dawson. Herman Dawson Co. in Fort Worth, buying and 
selling grain. 

Mr. Correr. Did you deal in grain itself or in futures or—— 

Mr. Dawson. Grain and futures. 

Mr. Correr. Both? 

Mr. Dawson. Yes. 

Mr. Correr. And when did you sign your uniform grain storage 
agreement with the Commodity Credit Corporation ? 

Mr. Dawson. I do not recall when it was signed—several different 
ones—but I believe the first one—if you have reference to the first 
one 

Mr. Correr. About the fall of 1948? 

Mr. Dawson. I believe it was the summer of 1948, possibly June of 
1948 on the first one. 

Mr. Correr. You signed the uniform standard agreement which 
they have for storing grain; is that right? 

Mr. Dawson. Right. 

Mr. Correr. And pursuant thereto you took in Commodity Credit 
Corporation grain for storage; is that correct ? 

Mr. Dawson. That is right. 

Mr. Correr. And what type of grain did you store, and what quan 
tity of each? 

Mr. Dawson. Wheat and grain sorghum. 

Mr. Correr. What was your capacity for storage for the wheat ’ 

Mr. Dawson. You are speaking of everything as a whole? One 
year, 1948, we had a little place when we first started at Lubbock, 
Texas, a small building at the Lubbock Army Air Field. We only 
handled, I think, about a million pounds that year. 

Mr. Correr. Of grain sorghum ¢ 
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Mr. Dawson. Of grain sorghums. 

Mr. Correr. Then you got larger facilities ¢ 

Mr. Dawson. In 1949 we had a bumper crop, one of the biggest 
crops we ever had in Texas, end we leased a building at the Pantex 
Ordnance Plant some 16 miles from Amarillo, as well as a hangar at 
Amarillo Army Air Field. Those two facilities I guess would hold 
around a million, two or three or four hundred thousand bushels. 

Mr. Correr. What was the inventory you put in—how many bushels 
of wheat did you put in 

Mr. Dawson. Approximately 400,000. 

Mr. Correr. 400,000 bushels of wheat ¢ 

Mr. Dawson. Yes. 

Mr. Correr. How many pounds of grain sorghum ¢ 

Mr. Dawson. I believe it was approximately 800,000 bushels. 1 am 
not too sure of a lot of these figures. 

Mr. Correr. Was that both in 1949 and 1950 crop years—is that an 
accumulation of those 2 years / 

Mr. Dawson. Yes, sir. 

Mr. Correr. And did there come a time then when you were asked 
to ship some of that grain out ¢ 

Mr. Dawson. The conclusion of the storage period, 1 believe, begin- 
ning in July of 1951 or sometime 

Mr. Correr. Did you not start getting loading orders about March 
of 1951? 

Mr. Dawson. Possibly so, yes. I am not sure of a lot of these times 
and periods, because I staved at Fort Woith and my younger brother 
stayed at Amarillo, and the main storage is at Amarillo. Besides a 
lot of mine—all of my books and records were seized, the Government 
has had since the latter part of 1951. 

Mr. Correr. Pursuant to loading orders that were received by your 
company did you load out or did you fail to load out pursuant to these 
orders ¢ 

Mr. Dawson. No; we loaded out according to their orders. There 
was a shortage developed at the end. 

Mr. Correr. A shortage developed at the end ¢ 

Mr. Dawson. Yes. 

Mr. Correr. How large a shortage, approximately ? 

Mr. Dawson. Well, that is problematical. It is hard to Say. We 
do not know exactly yet what the shortage amounts to. We never 
have gone over it and they have never told us. 

Mr. Correr. Roughly, do you not have any idea ? 

Mr. Dawson. Well, I believe their figures show 74,000 bushels of 
wheat and 90 carloads of milo, I believe, which is grain sorghums. 

Mr. Correr. Ninety carloads? 

Mr. Dawson. Yes, sir. These are approximate figures. I do not 
know them. 

Mr. Correr. All of the grain that you were storing was Commodity 
Credit Corporation grain—you did not have any other grain storage? 

Mr. Dawson. No, we had grain of our own and grain for other 
grain dealers and grain for producers. 

Mr. Correr. Did you have a milling operation ? 

Mr. Dawson. No milling operation. 

Mr. Correr. Just it was all flat storage? 
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Mr.Dawson. All flat temporary and emergency storage. Our con- 
tract was an emergency storage contract. 

Mr. Correr. What percentage of the other people’s grain did you 
have stored there as against the Commodity Credit Corporation ? 

Mr. Dawson. That is some other figure that I just do not have them. 

Mr. Correr. Would you have any rough approximation—I am 
just getting an idea. 

Mr. Dawson. Roughly, I can figure—— 

Mr. Correr. Percentagewise. 

Mr. Dawson. Possibly 20 percent. 

Mr. Correr. Of your own and other people’s? 

Mr. Dawson. Yes, sir; that is just a guess; yes, sir. 

Mr. Correr. Were you buying and selling grain at the time? 

Mr. Dawson. Yes; we would buy from producers and, naturally, 
anyone taking storage from producers must be able to buy the grain 
in the event the producer had an equity in it over and above the 
guaranteed loan. 

Mr. Correr. You issued the usual warehouse receipts for a ware- 
house license in the State of Texas? 

Mr. Dawson. Yes, State warehouse receipt. 

Mr. Correr. Were you ever inspected in this by the Commodity 
Credit Corporation or the State people? 

Mr. Dawson. You have reference to inspection, I believe, so far 
as the grain is concerned, not the warehouse ? 

Mr. Correr. Well, let us have the grain first. 

Mr. Dawson. Not by the State. The Commodity Credit Corpora- 
tion made the first inspection. They made it, I believe, some time in 
1951. 

Mr. Correr. After there was some evidence that you might be 
short ? 

Mr. Dawson. I do not recall whether it was after we went to the 
Commodity Credit Corporation or not. 

Mr. Correr. Was that a quantitative inspection—did they measure 
up your grain? 

Mr. Dawson. Yes. I am sure they did that after we went to 
Dallas. 

Mr. Correr. Did they inspect your warehouses before they put the 
grain in? 

Mr. Dawson. There my younger brother said there was some PMA 
local county man that came out and walked around the buildings, but 
I do not know. 

The Cuarrman. While you are on the subject of buildings, you did 
not own those buildings? 

Mr. Dawson. No, sir. 

“he Cuamrman. You rented them from whom? 

Mr. Dawson. The Amarillo Airfield was rented from the city of 
Amarillo, city manager. 

The Cuamman. They had charge of it? 

Mr. Dawson. That is right. It had been turned over to them by 
the Government, I believe. 

The CuarrmMan. We have the same condition in my own area. 

Mr. Dawson. Yes, sir; I am sure. 

The Cuarmman. You sublet from the city? 

Mr. Dawson. That is right, sir. 
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The CuarrMan. You utilized the building? 

Mr. Dawson. The hangar and Pantex Ordnance Plant were leased, 
the same way from the Texas Technical College of Lubbock, Tex. 

The CuarkMan. So that all facilities that you used to store your 
grain you leased from the Government or from the c ity ? 

Mr. Dawson. Yes, sir. 

The Cuarrman. That is, it was Government property? 

Mr. Dawson. Yes. sir. 

Senator Ture. I would like to ask you this, Mr. Dayson. How did 
you weigh the grain? As long as you were operating in a temporary 
building you naturally did not have elevators, scales and such equip- 
ment within the building, did you? 

Mr. Dawson. That is true. 

Senator Tyr. Where did you weigh your grain when you received 
it for storage ¢ 

Mr. Dawson. We would take the weights on the in-bound and it is 
likewise the same on out-bound. We would have to take weights of 
carloads of grain. The railroad weighs them at their first weighing 
point after receipt of a carload of grain. It is mandatory that a 
railroad does that. whenever that car was weighed. 

Senator Tuyr. You relied on those weights? 

Mr. Dawson. Yes, we had to. 

Senator Tuyr. And going out you relied on the weights? 

Mr. Dawson. At the destination. 

Senator Tuyr. What the railroad company showed at its destina- 
tion 4 

Mr. Dawson. Final destination on the out-bound shipments. We 
had to take the weights at the final destinations where they were so 
called official weights. 

Senator Tire. Did you receive any grain by truck ? 

Mr. Dawson. We received it by truck, ves, at the Amarillo Army 
Air Field hangar. 

Senator Tryrr. From the Commodity Credit ? 

Mr. Dawson. No. 

Senator Tuyr. Or from the producers? 

Mr. Dawson. Producers. 

Senator Tuyr. Trucking in to qualify themselves for a warehouse 
receipt ¢ 

Mr. Dawson. That is right. As well as our purchasing grain in 
the same and like manner. 

Senator Truyr. How long had you been in the grain business before 
you leased the hangars ? 

Mr. Dawson. I have been in the grain business—went into business 
for myself in 1940, but in 1948 is the first. 

Senator THyr. You had been in business prior to 1948, employed 
by somebody ¢ 

Mr. Dawson. Yes. 

Senator Tryer. In an elevator? 

Mr. Dawson. In a grain company, buying and selling and mer- 
chandising grain. 

Senator Ture. You had bought grain and you had qui alified vour- 
self to take samples and make tests on the qui ality of grain just like an 
ordinary hand in an elevator where grain 1s coming in. You have to 
take your samples to determine the amount of foreign matter. 
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Mr. Dawson. We have official inspectors that are qualified for tha‘ 
As a merchandiser we just buy and sell, according to official grades, 
just like cotton is graded by official inspectors. 

Senator Ture. If you were employed in a local elevator you woul 
have to do some of that work, would you not? 

Mr. Dawson. I was employed in the grain commission and me) 
chandising concern. My contact prior to this was not actually i: 
contact with the grain itself, but in an office. In 1948 was my firs! 
year in the storage. ; 

Senator Tuyr. How many years had you worked in that type of a 
grain commission ¢ 

Mr. Dawson. I believe for 10, 11, or 12 years. 

Senator Ture. In other words, right from school ? 

Mr. Dawson. Yes, sir. 

Senator Ture. Then you saw an opportunity to rent these hangars 
and to proceed to store Commodity Credit grain in them? 

Mr. Dawson. Yes, sir. When my younger brother returned from 
the Marines, well, I figured to have something for him to do, to send 
him out, going into the storage business on a small scale, which we 
did in 1948. It was just a small operation. 

Senator Tuyr. How did you get the idea to go and rent these 
hangars ? 

Mr. Dawson. I conceived the idea; yes. 

The Cuarrman. Did you furnish your financial statement according 
to the regulations? 

Mr. Dawson. Yes. 

The Cuarrman. What size bond did you have to furnish? 

Mr. Dawson. At various places we had different bonds, but I believe 
the one with reference to this one is $40,000. I am not absolutely 
certain of that now, but I believe it was $40,000. 

The Cuatrman. Mr. Cotter, I presume, is going to cover that in the 
course of his questioning, so we will pass it by now. 

Mr. Dawson. Then in mentioning the warehouses, there was another 
warehouse that I did not mention at Stamford Army Air Field, the 
hangar at Stamford, Tex., a small hangar there. 

Mr. Correr. Then you had how many different sites that you were 
storing grain at? 

Mr. Dawson. That made three. 

Mr. Correr. And your bond in each of these cases, was that the 
emergency type of bond of 10 cents a bushel? 

Mr. Dawson. Yes, sir: that is true. 

Mr. Correr. And what was your net worth when you submitted 
financial statements in connection with signing of the contracts with 
the Commodity Credit Corporation, do you recall ? 

Mr. Dawson. I believe in 1948 something like $150,000. 

Mr. Correr. And you had developed that worth through your grai! 
trading business / 

Mr. Dawson. Yes, sir, merchandising, buying and selling grain. 

Mr. Correr. And do you recall that these bonds—I do not think 
I covered this—were 10 percent ? 

Mr. Dawson. Ten cents a bushel, I believe. 

Mr. Correr. Ten cents a bushel, I mean, which is customary ‘ 

Mr. Dawson. As I understand it. 
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Mr. Correr. The customary charge for these flat type emergency 
type of storages / 

Mr. Dawson. That is what I understood, yes, sir. 

Mr. Correr. When it first became evident that you were consider- 
ably short, did you have certain conferences or talks with the per- 
sonnel of the Dallas Commodity office ¢ 

Mr. Dawson. Yes, we called. 

Mr. Correr. Will you briefly tell us about that ? 

Mr. Dawson. I called Harry Solomon of the Commodity Credit 
Corporation office in Dallas and told him I would like to come and 
see him and talk to him with reference to our storage and contract 
of grain, and several days later he had me come over, and we talked 
to him, told him that it did not look like we would be able to fulfill 
the final shipments, bound to be short, but we did not know to what 
extent, because we still had grain in the elevator; until, it was all 
loaded out we would not just exactly know what the shortage might be. 

The CuarrMan. Was that a shortage due to overselling on your 
part or just exactly how did the shortage occur ? 

Mr. Dawson. To what extent in loss from deterioration and in 
loss in transit, as the other Senator mentioned, I do not believe any- 
one will ever know, but there is no doubt, as has come out before, 
that we sold grain in excess of the quantity we had which was due 
to the bad quality and condition of it. It had to be moved. 

The Cuatrman. Did you keep an accurate record of the amount 
of grain that you stored at the facilities and the amount of it that 
you sold ? 

Mr. Dawson. We did not have a long and short position from the 
very beginning showing our position in it. That was one of the 
errors of our bookkee ping system. 

The Cuairman. Did you take precautions to weigh the grain as 
you received it for storage / 

Mr. Dawson. Yes, sir. We did not have any facilities except by 
truck. Ww e took railroad weights which we had to take at its origin. 

The CHarrMaAn. You took the railroad weights at the origin ? 

Mr. Dawson. Yes. 

The CuarrmMan. You did not reweigh that ? 

Mr. Dawson. We had no facilities to do so, no, sir. 

Mr. Correr. You were satisfied with the weights of the grain that 
you received, there is no question about that / 

Mr. Dawson. About the what / 

Mr. Correr. The weights of the grain that you received? 

Mr. Dawson. No, I do not think there is any question about being 
losses in it, either. At the same time that is the only weights that 
were available, so that is what we used. 

Mr. Correr. What would you do if you had a car come in that was 
damaged and it was apparent there had been leakage from it—would 
you not make the railroad weigh it before you took delivery, and then 
get the weight at the origin where they weighed it origin: ally so that 
you would have your deduction for loss ? 

Mr. Dawson. There is no practical way to do that. You mean, 
when a car would arrive at the elevator site / 

Mr. Correr. That is right. 

Mr. Dawson. Then refuse to unload the car because there was some 


kind of leakage ? 
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Mr. Correr. That is right. 

Mr. Dawson. No, they would have to transport the car back the: 
to the nearest railroad scales which might be well, in this instance, 
they would be around 16 miles, that is by highway—I do not know 
how far it would be by rail—they would have to take it back to tow: 

Mr. Correr. In other words, how would you compute the loss that 
the railroad should stand in that case ¢ 

Mr. Dawson. We would not have any other in-bound receipts. ©) 
the out-bound receipts we would not have computation of the shortage 
or loss from the place where it was loaded until the place where it was 
weighed by the railroad. 

Mr. Correr. Where did you receive your grain, from all ove: 
ditferent parts ¢ 

Mr. Dawson. Yes, all over the Panhandle. 

Mr. Correr. Did any come any great distances / 

Mr. Dawson. Well, 150, 200, 225 miles. 

Mr. Correr. Was there not bound to be—— 

Mr. Dawson. That is in-bound. 

Mr. Correr. Was there not bound to be some loss in transit as the 
result of the ordinary accidents and so forth that occur in moving 
that much grain? 

Mr. Dawson. I do not think there is any doubt about that, ves, si: 

Mr. Correr. Did you have any claims against the railroad ? 

Mr. Dawson. There is no basis for a claim on the in-bound receipts 
of the grain. Whatever the losses are they must be sustained by the 
receiver. If I had scales in the elevator at the place I was unloading, 
if you understand, where it was weighed at Lubbock, for instance, and 
then unloaded at Amarillo, my unloading weight as compared with 
the origin weights at Lubbock, those two differences we would have 
a claim against, but since we did not have scales at our place, why, we 
had no basis for a claim. 

Mr. Correr. You weighed at Lubbock outside of your facilities so 
you did have two comparisons, or two weights to go on, is that right / 

Mr. Dawson. No, just one, only in-bound shipments. The railroad 
weighs the cars at its first weighing point. From there it comes to 
our elevator. 

Mr. Correr. I do not know that this deserves dwelling on. but what 
I cannot understand, you have been in the grain business and vou 
were taking in a huge amount of grain here and it was coming from 
various points. And are you saying that you did not get weights 
near your facilities so you would know actually how much grain was 
coming in? , 

Mr. Dawson. No, we did not have cars weighed at several different 
points. 

Mr. Correr. You took the loss that might have occurred through 
seepage from the railroad by taking weighs at the point of origin / 

Mr. Dawson. That is true. 

Mr. Correr. Why would you do that—you were in the grain busi- 
ness for years—as vou have just explained ? 

Mr. Dawson. Well, to have the cars weighed at the next place, 
which would be in most instances the second time they were weighed- 
not in every instance, but I believe a charge of $3.90 plus Federa! 
tax, some were $3.90 or $4 a car. 

Mr. Correr. Of course, it would not take—— 
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Mr. Dawson. Thousands of cars. That is money we know that it 
would cost. 

Mr. Correr. It would not take very long for $3.90 to run out of 
the side of a car in wheat or grain sorghum, would it? 

Mr. Dawson. That is true, too. As the thing later developed and 
as we can see now during the car shortage just nearly any kind of 
boxcar was used. We did not contemplate that at the time either. 

The Cuairman. When you discovered that you were short, how 
did you determine that you were short ‘ Was it not determined by 
virtue of the fact that you kept account of what you sold and what 
vou took in and the remainder was not there? 

* Mr. Dawson. That is true. Whatever our obligation to the Com- 
modity Credit Corporation in its quantity, when we were unable to 
fulfill. 

The CHarmman. When you shipped grain to these three facilities 
which you operated — 

Mr. Dawson. Yes, sil 

The CHAIRMAN. You evidently kept count of the incoming eran, 
did you not? 

Mr. Dawson. We did not keep count of it other than the ae 
warehouse receipts, this, that and the other, that were issued, hat 
is true. 

The Cuatrman. You had those receipts which would show the total 
amount of grain that was in storage / 

Mr. Dawson. That is true. 

The CuatrmMan. Both from the Federal Government, as well as 
from the private grain owners ¢ 

Mr. Dawson. Yes. s 

The CHarrmMan. W “wal you sold that grain, did you not keep an 
account of what went out ? 

Mr. Dawson. No, we did not keep any running inventory on the 
grain. There was no running inventory record kept of the grain. 

The Cuairman. When you disposed of any part of it, did you not 
have a method? 

Mr. Dawson. Certainly, yes, each and every car was accounted for 
by wh: - we call pro number and a record. 

The ‘HIAIRMAN. W he nm you discovered this shortage did you then 
know eae much you had shipped out of the stored erain ? 

Mr. Dawson. No, we did not have any record of the exact amount 
hat had cone in and come out. 

The Cuarrman. You may not have had it by weights of your own, 
but you had it, as you said, from railroad receipts. Was there not a 
method by which you could tell how much was left after you had 
shipped ? 

Mr. Dawson. Certainly, that is true. 

The Cuarrman. Allright. Was that the way you determined your 
shortage ? 

Mr. Dawson. No. We determined our shortage down toward the 
latter part of 1951, when it was very evident that there was not enough 
crain left by visual sight. 

The Cramman. If that is true, then you must have kept some ac- 
count of the grain you sold? 

Mr. Dawson. The ‘y were in our records, I mean. 

The CuarrMan. That is what I say. 
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Mr. Dawson. Each and every car that had been moved out were 
accounted for in the records. 

The Cuarman. You compared the out shipments with the incoming 
grain and struck a difference, and when you saw that there were so 
many bushels and examined the bins, you determined that the amount 
of grain that should have been there was not there ? 

Mr. Dawson. We did not do it by the process that you just 
mentioned. 

The CuarrMan. How did you do it? 

Mr. Dawson. In and out by actual visual. 

The Cuamman. How did you do it? 

Mr. Dawson. By looking at the grain in the warehouse. 

The CuarrMan. You must have known how much should have been 
left ? 

Mr. Dawson. We did. 

The CuarrMan. How did you find that out ¢ 

Mr. Dawson. From our obligation, outstanding warehouse receipts. 

The Cuarmman. So that you evidently kept count of incoming and 
outgoing grain and then struck a balance, and when that balance was 
struck you examined your bins, you say, “We must be short” ? 

Mr. Dawson. That is true. 

Senator Youne. Did the bill of ladings at all times on the incoming 
grain show the moisture content, the dockage and the grade and so 
forth ¢ 

Mr. Dawson. When received by carloads official inspection made of 
all carloads of grains, that is true. 

Senator Youne. How did you check the accuracy of those accounts, 
I mean, how did you check the accuracy of the moisture content, the 
dockage and grade and so on of the incoming grain—did you have any 
way of checking it ? 

Mr. Dawson. No, we have no reason to. 

Senator Youne. You had to take their figures? 

Mr. Dawson. To check official inspector, they are very accurate. 

Senator YounG. As to moisture content / 

Mr. Dawson. Moisture content, total damage. all of the grading 
factors. 

Senator Younc. How did you check incoming grain that came 
in by truck? , 

Mr. Dawson. By truck we would take moisture tests with a machine 
that is meant for that. Not a dockage test. We could not take a 
dockage test on it. 

Senator Youne. Did you not run a dockage test on the grain that 
you took in from trucks? 

Mr. Dawson. Well, some trucks just so much sand or dirt in them 
we would dock them some, but that was insignificant. 

Senator Youne. Would there not be weed seed and other foreign 
material ? 

Mr. Dawson. That is true, but then you would not have any cus 
tomers 1f you did too much docking of the grains coming in for weed 
seed and trash and what. 

Senator Youne. On wheat, you do not ? 

Mr. Dawson. No. j 

Senator Young. You have a different system than we have in 
North Dakota. They check that dockage very closely. 
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Mr. Dawson. I am sure of that. 

Senator Younes. 10 percent of 12 percent. 

Mr. Dawson. I am sure of that. In some localities they are a 
little tougher on it than in others. 

Senator Youne. When you shipped the grain out the Commodity 
Credit Corporation took a dockage test, did they not ¢ 

Mr. Dawson. Yes; the regular official inspection. 

Senator Youne. You could lose quite a lot just in that transaction 
by taking in as free from dockage as when you ship it out. 

‘Mr. Dawson. That is true. 

Senator Youne. The Commodity Credit Corporation docks you 
5 or 10 percent, that could be quite a loss. 

Mr. Dawson. That is true. It means a whole lot, too, having an 
experienced grain elevator manager at the location to properly in- 
spect the grain for protection against that. 

Senator Young. | do not see how you could protect yourself ade- 
quately unless you run all of those tests. I cannot feature a good 
grain man Operating without doing that. 

Mr. Dawson. I appreciate that. Of course, I was at Fort Worth. 
This was all taking place 350 miles from where I was located. I was 
trying to run another phase of the business, too. There was a task. 

‘Senator Tuyr. Was your brother in charge of that plant 

Mr. Dawson. Yes. 

Senator Tuyr. Had he had any grain experience / 

Mr. Dawson. No, sir, he just returned from the service. 

Senator Ture. He never operated an elevator or worked in an 
elevator / 

Mr. Dawson. No, sir, he had worked in my office 6 or 8 months, 
I believe. 

Senator Ture. What percent is the shortage to all of the grain 
that you handled ¢ 

Mr. Dawson. We would again have to just refer to figures that have 
come out before and we have spoken of. 

Senator Ture. You have gone through a trial ¢ 

Mr. Dawson. That istrue. That is the ones I am going to refer to, 
and as to their accuracy, well, I cannot say. 

Senator Tuye. Do you mean to say that you in all of that proce- 
lure never figured out what percent of your shortage was to the total 
volume that you handled in storage ¢ 

Mr. Dawson. It is very hard for us to give any figures of any kind, 
because we have not had any books or records since the fall of 1951. 
rhey have all been in the hands of either the receiver 

Senator Tuyr. You had not installed a scale to weigh incoming 
trucks and the commodities that went out on trucks. You did not 
have a system of grading that grain when it came in as to the foreign 
matter inthe grain. You could test for moisture / 

Mr. Dawson, Moisture. 

Senator Ture. But you did not test for the foreign matter? 

Mr. Dawson. That is true. 

Senator Tuyr. And as Senator Young said, no elevator receiving 
grain will ever permit that grain to come in without checking for 
foreign matter, whether it be weed seed, or any other. 
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Mr. Dawson. That is true, ordinarily. Ordinarily a large eleva 
tor, the superintendent is a pretty experienced official grain inspector 
himself. 

Senator Tuyr. How could you assume the responsibility of storing 
that grain knowing that you were responsible for quality and quan 
tity without safeguarding yourself against that possible loss ? 

Mr. Dawson. We can see what it is now. IT, at least, can. T did 
not see it before. 

Senator Tiryr. You have been in the grain business. You knew 
what your responsibilities were ? 

Mr. Dawson. I had not been in the storage end of it, though. 

Senator Tuyr. You had been in the general business end of it? 

Mr. Dawson. That is true. 

Senator Tuye. It is difficult for me to conceive that you could as 
sume that responsibility without concerning yourself with the qual 
ity, quantity, and leakage of railroad cars. 

Mr. Dawson. We certainly—I certainly see all of that now. | 
definitely do. 

Senator Young. The average grain storage operator usually takes 
a little break on the dockage business. For example, if the grain is 
very clean, they will usually take 2 percent dock. Oftentimes they 
ship that grain to the terminal. They will not be in dockage at all, 
but by taking a little break on it they attempt to hold the even on 
anv shortages which might occur. 

Mr. Dawson. And they usually do pretty good jobs on that in the 
conventional type of elevator. 

Senator Younc. It makes a difference. If it had 5 percent dockage, 
and you did not take any dockage, when you shipped out and add 3 
or 4 or 5 percent dockage, that in itself would make for quite a loss. 

Mr. Dawson. That is true. 

Senator Tuyr. That is why I was trying to ascertain what per 
centage of your total grain was a loss. That would make quite a 
difference. 

Mr. Dawson. As it came out in the trial, it came out as approxi- 
mately 20 percent. Do you recollect that as being the figure, Mr. 
Brewster? Tamasking him. I think it is approximately 20 percent. 

Senator Tuy. Did you sell any grain while you had it in storage 
as representing your own grain? 

Mr. Dawson. We sold grain and did of our own grain in there and 
other people’s grain in there. We sold out of the facilities just like 
out of our other elevator. 

Senator Tuy. Did you buy a lot of new automobiles and did you 
invest in any other type of a business other than your storage business / 

Mr. Dawson. No, sir. The only other investment of any sort that 
we had was a $10,000 investment in an interest in 40 acres of oil land 
That was the only investment that we had other than in our regular 
line of business. 

Senator Tnyr. Where did your money go that was involved in the 
shortage? That represented a lot of money. 

Mr. Dawson. In buying and selling grain. 

The Cuatrman. You dealt in futures? 

Mr. Dawson. Beg pardon ? 

The Cuairman. You dealt in futures, did you not—you dealt 
futures / 
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Mr. Dawson. Yes, we did deal in futures. 

The CuHarrMan. You did not come out so well, did you? 

Mr. Dawson. Well, in our hedging operation we had losses the same 
as we have always had. Previous years showed that we had losses 
considerably greater than even the last 2 years in our hedging. 

Mr. Correr. Did you not lose in excess of $100,000 over this period 
in your grain future operation. 

Mr. Daw son. No. I do not believe so. My recollection of the figure 
was S8D4.000. 

Mr. Correr. Is that right ¢ 

Mr. Dawson. Yes, sir. 

Mr. Correr. What conversations, if any, did you have with the 
Dallas Commodity Credit Corporation personnel with respect to 
settling your difficulties with that office? 

Mr. Dawson. We went to Dallas and told them we would like to 
continue doing business and operating with the hopes of fulfilling 
our obligation to them. 

Mr. Correr. Was there any, at any time, any particular settlement 
figure ever discussed ¢ 

Mr. DAWSON. No. there has not been—there never was, because at 
that time, while we were talking to them, did not have any idea what 
the shortage was. 

Mr. COTTER. Are you familiar with the fact that on one occasion 
a certified check in approximate amount of S450,000 was put on the 
recvional attorney ’s office desk down there / 

Mr. Dawson. No, I do not reeall. 

Mr. COTTER. Do you know anybody | 'V the hame of Viault ? 

Mr. Dawson. Yes. Mr. Viault was a grain dealer in California. 

Mr. Correr. Did you have any discussions with him about straight 
ening up your difficulties civilly with the Commodity Credit 
Corporation / 

Mr. Dawson. No. I had discussions with him as to my difficulties 
ind talked generally, but not anything about any S+450.000. 

Mr. Correr. You never heard that—this is the first time you ever 
heard of anything like that? 

Mr. Dawson. No, I heard rumors of some willingness on the part of 
my friends to par off this indebtedness. 

Mr. Correr, What was the indebtedness, approximately / 

Mr. Dawson. Well, it was a figure—the Commodity Credit Corpo 
ration has used—-of $400,000 or 8412.000. As it came out in the trial 
[ beheve it was closer to $200,000, $150,000 to $200,000, 

Mr. Correr. You did not have the money to pay this yourself, and 

ere Was hever ahy agreement or suggested agreement that you 

tered into with the ¢ ommodity Credit Corporation to pay them 
k prior to the trial # 
Mr. Dawson. No. We talked with them, and it was our suggestion 
tinue business and pay as best we were able to as we would make 
oney. 

Mr. ( OTTER. Did your private customers also suffer losses as a 

ilt of having eral stored in your facilities ¢ 

Mr. Dawson. You mean Herman Dawson Co. ? 

Mr. Correr. No: did your other customers suffer losses as a result 
of having grain stored there? 
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Mr. Dawson. No; I do not believe we had any other customers that 
had any in there that had losses. 

Mr. Correr. The Government was the only person or the only one 
who lost on this transaction ? 

Mr. Dawson. That is true. 

The Cuatrman. What became of that 20 percent grain you say you 
had for the other customers ¢ 

Mr. Dawson. It was bought from them, that is how it became—— 

The Cuarmman. You bought it from them? 

Mr. Dawson. Yes, sir. 

The Cuatrman. And paid them out? 

Mr. Dawson. Bought it from producers and from dealers, other 
grain dealers. 

The Cuamman. All right. 

Mr. Correr. Senator Ellender was asking you if you had any cor 
trol, and if you were selling your grain, and there was Commodity 
Credit Corporation grain in there. Do you mean to say that even 
though you had given warehouse rec eipts on this Government grain 
and other grains that you did not know that you were not using that 
grain and you were selling it out and you did not keep any control of 
it? 

Mr. Dawson. We did not keep a running daily long and short 
position. 

Mr. Correr. You must have realized that you were considerab]) 
short before you could visually notice it as the stockpile dwindled ? 

Mr. Dawson. That is when we went over to Dallas and told the 
Commodity Credit people over there. 

Mr. Correr. Did you not keep track of your warehouse receipts and 
whether you had the inventory on hand? 

Mr. Dawson. Yes, we kept a copy, just as they wanted of ware 
house receipts that are issued at all times, and the outstanding ware 
house reecipts, and we could tell by that. 

Mr. Correr. The Texas law does not require any inspection what 
soever ¢ 

Mr. Dawson. No.’ My understanding of the practice and custom 
of the Texas law is: so long as we have grain, wherever it may be 
located, we are in fulfillment of our Texas storage obligation. We 
had grain at other locations all during this time, right up until the 
last, the latter part of November or the latter part of 1951. 

Mr. Correr. What happened at that time that all of your grain 
went so fast ¢ 

Mr. Dawson. You mean at the other localities ? 

Mr. Correr. Yes. 

Mr. Dawson. Other places ? 

Mr. Correr. Yes. 

Mr. Dawson. We'd have to sell the grain. For instance, we had— 

Mr. Correr. Why did you have to sell it 2 

Mr. Dawson. We had quite a stock of grain at Galveston and Hous- 
ton, and they forced us to sell the grain out, saying that we could not 
keep it on storage, those facilities were needed for export. 

Mr. Correr. I think you have indicated that up until the closing 
dates of this situation that you could have made the delivery of grain 
on the warehouse receipts. If you sold that grain at that time, then 
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you must have had the cash. So how were you so short so suddenly 
without either cash or grain ? 

Mr. Dawson. Some of that had obligations against it, too; in other 
words, money borrowed against it. 

Mr. Correr. This party who put this check up from Los Angeles, 
did he buy a great deal of grain from you ¢ 

Mr. Dawson. We have traded with this particular customer for 
some five years, but we have done, I guess, less business in the last 2 
years with him than we have at any time prior to that. 
~ Mr. Correr. Do you think that he bought some of this Commodity 
Credit Corporation grain ? 

Mr. Dawson. We shipped grain to him out of our facilities at 
Amarillo; yes, sir. 

Mr. Correr. Did he know that it was Commodity Credit Corpora- 
tion grain ¢ 

Mr. Dawson. Absolutely not. I did not know myself that it was 
Commodity Credit Corporation grain. 

Mr. Correr. What would be the basis that he would be willing to 
put up that size check to straighten your difficulties ? 

Dr. Dawson. He is a good personal friend of mine. If he was 
willing to do such a thing he must be a pretty good friend. 

Mr. Correr. I would think he might be. 

The Cuarrman. Why was the offer turned down? 

Mr. Correr. I suppose it was conditioned on no prosecution, was it 
not ¢ 

Mr. Dawson. I am sorry, I just do not know. I have heard some 
rumors of willingness on the part of some of my friends when I was at 
Amarillo to put up a certified check and pay off this obligation, but 
to that extent that was all of my knowledge. 

The Cuarrman. Did the Commodity Credit Corporation, through 
any of its officials, offer you immunity if you paid up, that is, from 
prosecution ? 

Mr. Dawson. No, sir. 

The CHarman. Never made any such offer? 

Mr. Dawson. No, sir. 

The CuarrMan. It was your friends only who were trying? 

Mr. Dawson. That is what I understood. 

The Cuarrman. Was it being done with your knowledge, did you 
know about it ? 

Mr. Dawson. No, sir. 

The Cuarmay. All right. 

Mr. Correr. Did you understand that the Commodity Credit Cor- 
poration did refuse the check, refuse such a check? 

Mr. Dawson. I heard that, yes, sir. 

Mr. Correr. That there would be no prosecution ? 

Mr. Dawson. Just rumors that I heard of, did not pay any particu- 
lar attention to that. 

Mr. Corrrr. Certainly, nobody from Commodity Credit Corpora- 
tion had knowledge of your going short or was in any way in collusion 
with you at that time, were they? 

Mr. Dawson. Buying and selling and shipping of grain, no, sir. 

Mr. Correr. In your opinion, were there any deficiencies on the 
part of the Dallas agency which permitted you to go short to the 
extent which you did without discovery ? 
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Mr. Dawson. Deficiencies? 

Mr. Correr. Yes. Were you permitted not to honor loading orders 
over a long period of time without due follow-up? 

Mr. Dawson. Not unduly, I do not believe. 

Mr. Correr. Did you not begin to receive loading out orders as 
early as March 1951, that you were not honoring? Under day of 
March 15, 1951, did you not receive an order to load out one million 
four hundred thousand-odd pounds for which you loaded out only 
31,200 pounds, and from then on, was there not always 

Mr. Dawson. I am not very familiar with those loading orders, 
because they were sent to Amarillo. And as I said my younger 
brother handled those and took care of that. I do recall they would 
work on wheat for a while and on milo for a while which would mean 
that they could shift from those loading orders to the next loading 
order. At the same time, you have to appreciate the car shortage and 
the situation so far as getting empty box cars was concerned in com 
plying with loading orders and shipping the grain out. 

The Cuaiman. Do you know whether or not the Commodity 
Credit Corporation officials knew of your shortage before you found 
it vourself ? 

Mr. Dawson. I do not believe so. 

The Cuarrman. When was the last inspection made of your bins by 
the Commodity Credit Corporation prior to your notification to them 
that you were short? 

Mr. Dawson. I believe it came out in the trial there was an inspec- 
tion made in July of 1951. I am not sure about that date, but 1 be- 
lieve in July of 1951, yes, sir. 

The CHAIRMAN, How long after this did you go to the CCC # 

Mr. Dawson. I believe by first visit to them was in September of 
1951. 

The Cuamrman. Have you any recollection of this inspection being 
made of your facilities by the Commodity Credit Corporation in July? 

Mr. Dawson. No, sir. I believe in conversations with my younger 
brother he said that one of the men was out and measured, did sony 
measuring. He did not check any records or books. 

The Cuamman. Do you know the results of that check—did they 
find any shortage? 

Mr. Dawson. No, sir; I do not know. 

The CHamman. Are there any further questions? If not, thank 
vou very much, Mr. Dawson. 

Mr. Correr. The next witness is Mr. Bachmann. 

The Cuatrman. Will you raise your right hand. Do you solemnly 
swear to tell the truth, the whole éruth, and nothing but the truth? 

Mr. Bacumann. Ido. 


TESTIMONY OF JOHN J. BACHMANN, CHIEF, ACCOUNTING INVESTI- 
GATIONS DIVISION, OFFICE OF COMPLIANCE AND INVESTIGA- 
TION, PMA, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Correr. Mr. Bachmann, will you identify yourself for the 
record ¢ 

Mr. Bacumann. John J. Bachmann. 

Mr. Correr. Your address and occupation? 
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Mr. BacHMaNN. My present home, legal address is Minnesota— 
my present home is in Alexandria, Va. I am Chief Accounting Of- 
ficer, Investigations Office of ( ‘ompliance and Investigations. 

Mr. Correr. And in that capacity did you proceed to the Dallas 

area and supervise a number of these grain conversion investigations 
conduct ed by your office ? 

Mr. Bacumann. I went to Dallas the first time late in November 
in 1951 when a number of these grain conversion cases developed to 
outline the plan under which we would handle them in the light of 
our staff there. Then returned in January for an indefinite stay. 

Mr. Correr. Among the cases which you supervised and had per- 
sonal knowledge of was the Plains Grain & Storage Co. case? 

Mr. BacHMANN. Yes, sir. 

Mr. Correr. You might just very generally give us a picture of the 
manner in which you proceed in these investigations and how you 
develop the shorts age and how — work from those positions. 

Mr. BacuMany. Originally, because of the large number we had 
to bobtail them in orde ‘r to get to the administrative people sufficient 
information on the basis of which they could reach a decision as to 
what should be done immediately. 

We saw at that time, of course, that most of the cases that were 
turned over to us would have to be developed fully and completely 
for criminal prosecution, if such action were warranted as the result 
of the findings for civil actions, a number of different types of civil 
actions, that would have to be taken. And, of course, also for any 
later administrative action by way of settlement or such other actions 
that had to be taken administratively. In effect, a very complete 
investigation and audit. 

The key to most of these cases where conversion was involved and 
they are in effect embezzlement cases, except that it is not money, it 
is grain, the basic item in them is a position sheet to show just exactly 
where the house stood with respect to its inventory in grain, with 
respect to its liabilities against the inventory of grain, liabilities to 
others, and with respect to its own house position, that part of its 
inventory which the house owned or which it was short, if the house 
was in short position. 

Mr. Correr. Is that a peculiarly auditor’s job or function, the 
matching of your warehouse receipts and your determining total 
responsibility of the house as against the actual physical inventory 
of the grain, or can anybody do it? 

Mr. BacHMAnN. No, not anybody can do it, for this reason, in very 
few cases did you find an adequate set of records. It is necessary 
when you put transactions in quantities on a position sheet on a stock 
record to prove that that quantity be it a purchase or a sale or be it 
a receipt or be it disbursement is a bona fide transaction. It requires 
the technical knowledge of an accountant to prove, in other words, the 
transaction before you put it down as assessable against the house, 
as assessable against the liability or whatever way you are going to 
handle the transaction. 

Mr. Correr. I think in these Texas cases where a sizable number 
of them was discovered the office of audit went out and made a check 
on the particular days and they showed an indicated shortage, and 
that was turned over eventually to your office, the compliance and 
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investigation office, and in these cases, or, in many of them, you 
picked that up and verified it and worked from there, is that correct ? 

Mr. BacuMann. The office of audit was trying to cover as wide a 
field as they possibly could and they made a check or a status determi- 
nation as of a moment of time to see whether or not the house was 
long or whether the house was short. 

For our purpose, because of our scope and because of the objectives 
we had to meet and particularly the legal proof that we had to supply 
for both criminal and civil cases we could not restrict ourselves to 
a determination as of a moment of time. We would have to cover the 
entire field, preferably from the time that the house first went short 
down to the closing-out date. 

Mr. Correr. But this job that the office of audit did in trying to 
get over as many warehouses as they could, that would be the type 
of effective inspection which might be necessary in determining 
whether or not a warehouse was short on a particular day, is that 
right ¢ 

Mr. BacuMann. That is right. 

Mr. Correr. And do you know of your own knowledge whether that 
is generally the type of inspections that the United States Ware- 
housing Inspector does under the United States Warehousing Act? 

Mr. Bacumann. I do not know what their scope is, Mr. Cotter, but 
I do know that in cases they have not gone far enough. I do not 
know the scope of their entire inspection. 

I have no question from what I know about it as to their physical 
examination or determination of the quantity in one particular ele- 
vator. Apparently, in this particular case the matter of determina- 
tion of the liability on warehouse receipts was not explored for 
houses other than one house. 

Mr. Correr. What case are you talking about? 

Mr. BacuMann. Plains Grain, sir. 

Mr. Correr. Had there been an inspection by anybody in that 
particular warehouse ¢ 

Mr. BacHMANN. Yes, sir, there were three inspections in that partic- 
ular warehouse. 

Mr. Correr. That was not under the United States Warehouse Act ? 

Mr. BacuMann. No; that was the Commodity inspector. 

Mr. Correr. That was a physical inspection ? 

Mr. BacuMann. Yes, sir. 

Mr. Correr. Who was your inspector? 

Mr. BacuMann. A gentleman by the name of Ross Stuard. 

Mr. Correr. He was the inspector of the Dallas office ? 

Mr. BacuMann. That is right. 

The Cuamman. Can you give us some details of those inspections, 
when they were made and the results? 

Mr. BacuMann. Yes, sir. 

Senator Ture. Did the inspectors have a regular report that they 
would fill out where the questions were listed as to quantity, quality 
and condition of warehouse ? 

Mr. Bacumann. That I do not know, Senator. In listening to Mr. 
Cunningham yesterday, who made an inspection of their actual re- 
ports, I gathered the impression that they do have a particular form 
of report which they fill in and supply to their local office, to the 
local office under which they work, but as to the scope of their inspec- 
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tion, what they are to cover, what they are to determine, that I do 
not know, sir. 

The CHarman. Now answer my question, please. 

Mr. Bacumann. Well, Mr. Stuard made an inspection, the first 
one on July 16, 1951. 

Mr. Correr. What was that date again? 

Mr. BacuMann. Ross Stuard. 

Mr. Correr. I mean, what is the date he made the inspection ? 

Mr. BacHMANN. July 16, 1951. 

The Cuatrman. Do you know how long that grain had been stored 
there before the inspection was made? 

Mr. BAcHMANN. Well, the Commodity Credit Corporation grain 
went in there, the first grain of the Commodity Credit Corporation 
went in there in early 1949. 

The CHarrman. At whose instance was this inspection made—what 
provoked it? 

Mr. BacuMann. I think the question of the shortage in the Plains 
Grain Co., I think that was the motivating factor. 

The Cuarrman. That just about jibes with the statement made by 
Mr. Dawson that he himself reported the situation to Dallas. 

Mr. BacHmann. That is right. 

The Caarrman. And you would say that following that notification 
by him was when this inspection was made? 

Mr. BacHMaAnn. Well, the notice of the shortage, of course, came 
to the Commodity office as the result of an examination of the office 
of audit shortly before that time. 

The Cuatrman. Before Mr. Dawson himself appeared in Dallas? 

Mr. Bacumann. Oh, yes, sir. 

The Cratrman. In order to determine that was any inspection 
made of the grain in storage? 

Mr. Bacumann. Mr. Stuard in his first examination found no 
shortage. 

The CHamman. On July 16? 

Mr. Bacumann. No, sir. 

Mr. Correr. He made that inspection pursuant to a delay in load- 
ng out orders, did he not? 

Mr. Bacumann. That I do not recall, Mr. Cotter, but I know he 
made that inspection in July. What the basis of it was—— 

Mr. Correr. What was the extent of his inspection, do you know, 
at that time? 

Mr. Bacumann. No; I do not. We interviewed him, but he, 
apparently, went only to one house and was told what they did not 
have there was up at Kerrick, and he did not go to Kerrick to inspect 
that house to find out whether the grain was actually in store there. 

Mr. Correr. Do vou know whether under the warehouse laws in 
Texas the Commodity Credit Corporation has been permitting ware- 
housemen to keep commodities in other than the warehouse where the 
receipt indicates the inventory is, even though that is against their 

wn rules and regulations and the uniform storage agreement ? 

Mr. Bacumann. T know it is against the uniform storage agree- 
ment. I do not understand that they can have a warehouse receipt 

one house and have the grain stored in another house. When they 
‘tore some of their grain in another house they get a warehouse receipt 
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from that house which is, of course, their evidence that they ha 
the grain stored there. 

Mr. Correr. You heard the testimony here in the Tanner case yes 
terday, did you not? 

Mr. BacuMann. Yes, sir. 

Mr. Correr. It appeared that for over a couple of years there we 
warehouse receipts indicating beans at Gallup when actually por 
portedly they were left in Colorado. That condition appeared ¢ 
maintain over a 2-year period ? 

Mr. Bacumann. That is right. I heard that testimony. 

The Cuamman. You say that the report made by Mr. Stuard on 
July 16 did not reflect a shortage. Did anybody afterwards chec' 
to determine whether or not Mr. Stuard’s report was well founded 

Mr. Bacumann. I do not know that. He subsequently made tw 
further ones and he did not until—— 

The Cuarman. When did he first discover the shortage ? 

Mr. Bacumann. Mr. Stuard ? 

The Cuatrman. Yes. 

Mr. BacumMann. He did not discover the shortage himself unti! 
he made his last inspection on September 27, 1951. 

Mr. Correr. Was that prior to the date that the audit people checked 
up on the house? 

Mr. BacumMann. Yes. First notice we got of the case was on 
September 4. 

The Cuatrman. Of 1951? 

Mr. BacuMann. 1951; yes, sir. 

The Cuamman. How did you get that notice? 

Mr. Bacumann. That notice came to us from the Commodity office 
as the result of a check by the office of audit. 

The Cuatrrman. Who made the check? 

Mr. BacuMann. That was one of the spot checks—the spot deter 
mination. They made approximately 230 of them in the latter part 
of 1951, covering as wide an area as they could on a spot check basis. 

The CHatrmMan. From the investigation that you made would you 
say that the inspection made by Mr. Stuard at the various times in 
spected reflected the true condition of the grain on hand ¢ 

Mr. Bacumann. The results speak for themselves, Senator. 

The CnatmrMan. I want to try and find out what kind of inspection 
he made. 

Mr. BacumMann. It was not sufficient. 

The Carman. It was not? 

Mr. Bacumann. No, sir. He did not go and verify—he did not go 
to that other elevator and verify whether or not that quantity of 
grain was actually on hand in that elevator. 

The Cuarrman. Do you know why he did not do it? 

Mr. Bacumann. No, sir, I do not. 

Senator Tuye. Is he still employed ¢ 

Mr. BacuMann. No, sir. No, sir, he is not. 

Senator Tuye. When was he terminated ? 

Mr. Bacumann. My recollection is it was in February of this 
year, sir. 

The CHatrMan. I think they kept him a little too long. 

Mr. Correr. I would like to develop a little bit more this question 
How many warehouses did you say the audit branch covered ? 





STORAGE AND PROCESSING ACTIVITIES OF CCC 765 


Mr. Bacumann. I talked with their chief and he told me that 
they covered 232. 

Mr. Correr. Two hundred and thirty two warehouses. That is a 
short position check ¢ 

Mr. Bacumann. That is right, a spot check. 

Mr. Correr. And how much of a team did they have? 

Mr. BacuMany. I do not know how large their staff is in Dallas. 

Mr. Correr. Did they not have a special team on this work, and 
did you not have some familiarity with it, would you not have‘ 

Mr. Bacumann. No, I do not think the Office of Audit has a special 
team down there. I do not know. I do not recall that they had any 
special men down there. 

The office of audit men that came down to Dallas specially were 
loaned to us, four of them. 

Mr. Correr. Did they partake of that spot check at all? 

Mr. BacuMann. No, they worked with us on the full and complete 
investigation. 

Mr. Correr. Is it your understanding that just the audit of the 
Dallas Commodity office, the personnel of that office, made this check 
of 232% 

Mr. BacHMann. Yes, on a spot-check basis. The time consumed on 
that would run from 1 to 5 days. 

Mr. Corrrer. By how many men? 

Mr. BACHMANN. Mr. Cotter, I do not know. 

Mr. Corrrer. Do they work in teams or individually ? 

Mr. BacuMann. They usually work as individuals. 

Mr. Correr. So the average time would be about 214 days to an 
elevator ¢ 

Mr. Bacuman. It depends on the size of the elevator. Please 
understand, however, that if you have a good set of records, all you 
need is an adding machine and a measuring tape to do that. The 
thing to do is, of course, and the place that you would have to be 
alert in would be in determining the liability for stored grain. That 
is as I have become familiar with these, that is where I find most of 
the difficulty in determining what the liability for stored grain was. 

Mr. Correr. How do you determine that other than to look at the 
records and talk to the warehouseman / 

Mr. BacumMann. If the records are in order you would have to go to 
just two sources, the warehouse receipts book and to the patron’s 
storage liability record, that is, for open stores, grain stored on the 
basis of a scale ticket. 

Now if those records, of course, are not regular or not complete, 
then it becomes a complicated and a technical proposition to determine 
what that liability is. 

Mr. Correr. You have to go back and reconstruct your records ? 

Mr. BacumMann. And prove them, and prove those records. 

The Cuarrman. I wonder if you can be specific. Let us take the 
Plains Grain & Storage Co. Exactly what did you do to find the 
shortage ¢ ; 

Mr. BacoMann. What did we do? 

The Cuarrman. Yes. 

Mr. BacuMann. We made a complete audit, Senator, of all of their 
transactions from the time we went in there. We established a cut-off 
date with a zero inventory. And we worked back up until the place 
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where we found that the inventory of grain that they had on han 
was in excess of Commodity Credit Corporation storage warehous: 
receipts. 

The Cuarrman. To determine that then you had a warehouse 1 
ceipt showing all of the grain that came to them? 

Mr. BacuMann. You would have to get all of the receipts. You 
would have to get all of the sales and shipments in order to arriv: 
at a book inventory. 

That book inventory wants to be checked occasionally under good 
management with a physical inventory to see whether or not the boo! 
inventory and the physical inventory reconcile themselves. 

As against that inventory you will have to determine your liability 
It depends upon how you want to analyse it. 

In our case we have to analyze it, of course, on Commodity Credit 
Corporation owned grain, that is on loans that have matured and to 
which title has passed to the Commodity Credit Corporation. 

We do in cases have to determine the warehouse receipts on the 
basis of which loans have been made by your Commodity Credit Cor- 
poration to producers. 

Then you have, also, sometimes to analyze the warehouse receipts, 
those issued to others, which are not on loan. 

And then, of course, the last item of liability, the open storage on 
the basis of scale tickets that have to be ascertained, when you com- 
pare the inventory then as of a date with the aggregate liabilities of 
a date, the inventories either are less or greater. If it is less the house 
isshort. If it is greater the house is long. 

Mr. Correr. In this Plains Grain case, when did you determine that 
the short position first occurred ? 

Mr. BacuMann. There were two commodities involved in the Plains 
Grain. One was wheat and one was grain sorghum. 

There were four houses—the Pantex hangar, Amarillo Army Air 
Base and Kerrick—and I think there was another one, Stamford. 

We found in the case of Stamford that the receipts and the ship- 
ments balanced out. So we eliminated that from our picture. That 
washed out. 

On the others, the first we made were individual, and then con- 
solidated the picture, because there was commingling and delivery 
from various sec on loading out ordere against a specific house 

We determined for the Commodity wheat that the first short posi 
tion was September 21, 1949, so fart as Commodity Credit Corporation 
was concerned. 

Insofar as grain sorghum was concerned, the house went short 
on February 28, 1951, some time during the month of February. 

This is on a monthly basis, although I have the details on a daily 
basis, but that is close enough. 

Mr. Correr. In these Texas cases you had to work the position dow 
on a day-to-day basis? 

Mr. BacuMann. Yes, sir. 

Mr. Correr. That took quite a lot of time, did it not ? 

Mr. Bacumann. Naturally, sir. Depending, of course, it would 
not take so much time if we found such a position sheet maintained b) 
the house, but we found no such position sheet except in one case. 

In all cases we had to do first what would ordinarily be the book 
keeping. ‘They should maintain such a stock record, such a positio 
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sheet, so that they themselves would know just where they are going 
and where they are at. That was not done. 

So we had to do first this bookkeeping before we really could go 
to work on our investigation. 

Mr. Correr. So your position sheet shows actually what day a 
particular conversion might take place and who the sale was made 
to, and so forth? 

Mr. BacuMann. Yes, sir. 

Mr. Correr. When you are all through ? 

Mr. Bacumann. Yes, sir. We have to do that. We had to do 
that under instructions from the attorneys and under the law in 
Texas as the Court gave it in the Plains Grain case, that you must 
determine exactly what part of your grain was sold. 

Mr. Correr. In some other parts of the country is it permissible to 
show it on a monthly basis? 

Mr. BacuMann. I understand so, on a first-in and first-out basis. 
That is not the law in Texas. In Texas it is the commingled law. 

Mr. Correr. In this Plains Grain case what was the largest short 
position on wheat ¢ 

Mr. BacuMann. On wheat. 

The Cuatmman. And when? 

Mr. Bacumann. The largest short position was during the months 
of October, November, December, 1950; January, February, and 
March of 1951. It did not vary, 83,547.45 bushels. 

Mr. Correr. What was the eventual shortage in wheat ? 

Mr. BacumMann. 78,089.79 bushels. 

Mr. Correr. We will take grain sorghum. They went short first 
on February 28, 1951. Which is your largest shortage exposure ? 

Mr. BacuMann. This is on a bushelage { 

Mr. Correr. Is that pounds or bushel basis?’ Sorghum is handled 
in pounds. 

Mr. Bacumann. Handled on pounds. 

The Cuamman. Pounds. 

Mr. BacuMann. The ultimate shortage of grain sorghum in pounds 
was 9,296,977 pounds. 

Mr. Correr. That was the ultimate? 

Mr. Bacumann. That is right, sir. 

Mr. Correr. Was he ever short more than that ? 

Mr. Bacumann. He went short at one time up to 12,000,000. It 
is approximately 12,078,750. 

Mr. Correr. Did your investigation show anything unusual or 
peculiar about this shortage as it developed, where the money was 
going ¢ 

Mr. Bacumann. Not at that time, Mr. Cotter. When I first came 
to Dallas in January the various attorneys, the United States at- 
torney and the regional attorneys, set for us a deadline on some of 
hese cases that we had to be ready for the grand jury as of a certain 
date. And that was the case in Plains Grain. We had very little 
time to get ready. And I had to so line up the work that we would 
get whatever was essential for the criminal case. The matter of 
preparation for civil cases and to find out what happened to the 
money had to be left go until later on. 

Later on I undertook to make some of that investigation myself 
as to what happened to the money. j 
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Mr. Correr. Do you know what happened to the money in this 
case mostly ? 

Mr. BacumMann. The amount of the Commodity Credit Corporation 
claim is approximately $410,000. That is based on a value, the high- 
est market value intervening between the time of the shortage and 
the end. Under the law, you understand, that is the value you can 
take. 

The Cuarrman. That is for both commodities? 

Mr. Bacnmann. That is both commodities. If you take it at the 
time the conversion took place our best estimate of the value of it 
was about $260,000. We were able to account substantially for that 
amount of money in three different ways: First, trading in futures, 
the digging of a couple of oil wells which did not pan out, and a 
loss in operations. 

Mr. Correr. There was an actual loss on the operation of the 
business ¢ 

Mr. Bacumann. That is right, sir. 

Mr. Corrrer. Did you hear the testimony by Mr. Dawson this morn 
ing with respect to the weighing of the cars at the point of origin? 

Mr. BacuMann. I could not hear his testimony very well. I tried 
to get it, but I did not get it too well. 

Mr. Correr. Was there any evidence in the records that there had 
been claims against the railroads, and so forth, which might indicate 
that that situation was taken care of better than he indicated in his 
testimony ¢ 

Mr. Bacumann. Very little of it is in evidence of claims against 
railroads for loss in transit, that much I know. 

The Cuarrman. Can you give us an idea of what the ultimate loss 
to the Government might be in this particular case ? 

Mr. BacuMann. Well, in this particular case, as a number of others 
in the Dallas office, Senator, we will have to sue vendee converters. 
‘This is one of them. 

The Cuarrman. You will have no difficulty in tracing the purchase 
of grain and how much? 

Mr. Bacumann. We do that in all of these cases where there is any 
doubt whatsoever of the Commodity Credit Corporation getting its 
money. We prepare them for such civil action so that it can be unde 
taken. In this particular case we are now getting ready for that 
action. After, of course, the bonding companies are called upon to 
pay up on their bonds. The next step will be the vendee converters. 

The Cuarrman. What became of the grain that was left over after 
you made your inspection ¢ 

Mr. Bacumann. After we made our investigation 7 

The Cuarrmman. The investigation. 

Mr. BacuMann. There was no inventory on grain sorghum. It 
was down to zero. And there was no inventory on wheat. It was 
down to zero. 

The CHarrman. What became of the money that was received 
for the grain when Commodity Credit became aware of the fact that 
there was a shortage ? 

Mr. Bacumann. That was accounted for by, I say, the three items 
that we explored subsequent to the criminal trial to find out what 
happened to the money. 
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The Cuarrman. Are we to understand that those three warehouses 
were empty ‘ 

Mr. BacHMany. Yes, sir. 

The Cuarrmman. That all of the grain had been sold and the money 
pocketed by Mr. Dawson! — 

Mr. Bacumann. That is right, sir. 

Mr. Correr. Did a time intervene between when this shortage was 
discovered or when there was a suspicion of it and the end that Mr. 
Dawson may have had an opportunity or an undue opportunity to 
liquidate his business and go west with the money! I am thinking 
now as to whether the Commodity Credit Corporation took adequate 
precaution once they were on notice that there was a shortage to protect 
that inventory or to tie up any assets / 

Mr. BacuMmann. Certainly, they took steps to tie up the assets 
of Plains Grain Co. by throwing Plains Grain into receivership. 

Mr. Correr. When did they do that ? 

Mr. CHarrman. Now just a moment. I thought you said there was 
no inventory, that it was all sold. 

Mr. Bacumann. Not all of the assets. I thought you meant the 
grain inventory, Senator. 

The Cuarrman. According to Mr. Dawson’s testimony he stated 
that he made a report to the Commodity Credit and he reached a 
conclusion that he was short in grain by looking at the amount of 
grain he had left. I assumed that he must have had grain on hand 
from his testimony. 

Mr. Bacumann. There must have been a misunderstanding between 
yourself and myself as to an inventory of grain or as to an inventory 
of assets. 

As to an inventory of grain at the end there was no grain left. 

Senator Tuyr. What was the date when all grain had been moved 
out ¢ 

Mr. BacumMann. January 17, 1952. 

The CHarrman. Oh, I see. 

Senator Ture. In other words, you knew the shortage in September, 
September 4, and in some other date in September that was given, 
that is when you knew there was a very definite shortage ? 

Mr. Bacumann. That is right. 

Senator Ture. And then between that September date and January 
1952, vou proceeded to clean the houses out ? 

Mr. BacuMANN. Yes, sir. 

Senator Ture. At the instruction of the Commodity Credit? 

Mr. BacuMann. Yes, sir. 

Senator Ture. Every bushel of grain, of course, that you were 
taking out at your instructions were accounted for and credited to 
Mr. Dawson’s firm ? 

Mr. BacuMann. That is right, sir. 

Senator Ture. But when you started a criminal procedure the 
houses were empty and you knew definitely what the total poundage 
or bushels and dollars involved in shortages were ? 

Mr. BacHMANN. Poundage / 

Senator Tuyr. Poundage on the one hand. 

a BacHMANN. We did not work—we did not make a financial 
audit. 
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Senator Taye. On wheat you would work on bushels and poundag: 
on the sorghum. 

Mr. BacuManyn. Yes, sir. 

Senator Ture. And then compute it into dollar value. 

Mr. BacuMann. Well, it could be computed into dollar value. We 
did that for some purposes. 

The Cuatrman. Then would you be able to tell us how much money 
the Commodity Credit Corporation collected on its grain after Mr 
Dawson reported to the Commodity Credit Corporation that he was 
short? 

Mr. BacuMann. Well, he delivered grain to the Commodity Credit 
Corporation. 

The Cuarrman. That is what I wanted to find out. 

Mr. BacuMann. In September his obligation to the Commodity 
Credit Corporation on wheat was 102,134.45 bushels, and he brought 
that down, his obligation to the Commodity Credit Corporation, to 
69,718.12 bushels. 

The Cuatrman. So that he accounted then for the amount of wheat 
that he evidently had on hand when he made his report? 

Mr. BacuMann. He shipped a very substantial quantity, about 
33,000 bushels that he shipped to Commodity Credit Corporation. 
Now his liabilities to others in that same period of time went down 
very little. 

The Cuatrman. Do you know whether or not the grain was shipped 
by Mr. Dawson on instructions of the Commodity Credit? 

Mr. BacuMann. Yes, sir. 

The Cuarrman. In other words, the Commodity Credit Corpora- 
tion did not lose control of it—did not leave it to him to dispose of 
it as he desired ¢ 

Mr. Bacumann. No. 

The Cuarrman. They immediately took note of the fact that he 
was short and took possession of it and saw that the proceeds of the 
future sales would be delivered to them? 

Mr. BacuMann. I do not know whether they took possession of it 

The Cuarrman. I mean they took control of it. 

Mr. BacuMann. They maintained close control of it. 

The Cuarrman. Allright. I wanted to clear that up. 

Mr. Correr. I do not think of anything else. 

The CHarmman. Can you think of anything elese that you could 
tell us with respect to this particular case, Mr. Bachmann? 

Mr. Bacumann. No, sir; Ido not. I could, but the fact is that th 
case is on appeal and there are some things that I have in mind that 
I would rather not say at this stage of the game. 

The CHarrmMan. The next case is that of the Henderson Grain & 
Seed Co., of Farwell, Tex. 

Mr. Henderson, will you raise your right hand? You do solemn] 
swear to tell the truth, the whole truth and nothing but the truth, s 
help you God? 

Mr. Henverson. Yes, sir. 
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TESTIMONY OF C. M. HENDERSON, HENDERSON GRAIN & SEED 
CO., FARWELL, TEX. 


Mr. Correr. Identify yourself for the record, Mr. Henderson, your 
name and address. 

Mr. Henverson. C. M. Henderson, Farwell, Tex. 

Mr. Correr. You were the proprietor of the Henderson Grain & 
Seed Co. ¢ 

Mr. Henverson. Yes, sir. 

Mr. Correr. And there is presently an indictment pending against 
you in the Federal courts of the State of Texas? 

Mr. Henperson. Yes, sir. 

Mr. Correr. And are you represented by a lawyer? 

Mr. Henperson. No. 

Mr. Correr. I mean in Texas. 

Mr. Henperson. Yes, in Texas. 

Mr. Corrrer. And I guess that you want to make a statement here 
for the record ¢ 

Mr. Henverson. I do. 

My attorneys asked that I make this request, that I am under 
indictment in the Federal District Court in Amarillo, Tex., based 
on the dealings of my company with Commodity Credit Corporation, 
and any testimony about my connections with the company or my 
dealings with the Commodity Credit Corporation might tend to 
incriminate me in that case. I, therefore, claim my immunity under 
the Constitution and respectfully refuse to testify to those matters 
unless I am forced to do so by the committee. 

The CuammMan. Well, when is your trial going to take place, Mr. 
Henderson ¢ 

Mr. Henperson. I understand it is in June. 

The CuatrmMan. In June? 

Mr. Henperson. In June. 

Mr. Correr. You certainly are not going to be forced to testify. 
We would like to ask you certain —_ which we think you could 
answer and not incriminate yourself, but your judgment would have 
to apply there. 

Do you want us to ask you a question, and then on each individual 
question you make a determination as to whether you feel that it 
might incriminate you / 

Mr. Henverson. Well, sir; my attitude is wholly cooperative, but 
at the same time I know you gentlemen appreciate the situation I 
am in. If I could cooperate and not become or tend to incriminate 
myself, why all right, I will be glad to. 

Senator Tuyr. Would it be an unreasonable question to ask, first, 
how many years had you actually been engaged in operating an eleva- 
tor for the storage of grain on your own—lI mean, it was your own 
enterprise ¢ ; 

Mr. Henperson. Why, at Farwell we went into business in 1939— 
well, in December 1939. 

Senator Tuyr. Was that a regular grain elevator building? 

Mr. Henperson. Yes. 

Senator Ture. Was it equipped with scales? 

Mr. HENDERSON. Yes, sir. 
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Senator Tuyer. And the bins had a capacity, whether it was wheat, 
oats, barley, sorgum or whatever it might be‘ 

Mr. Henperson. Yes, sir; a country elevator. 

Senator Tuyr. And then when you commenced to store commodities 
for the Commodity Credit Corporation what year was that? 

Mr. Henverson. I do not remember which year it was when wi 
stored it. 

Senator Tuyr. Would it be nearer 1949 or 1950? 

Mr. Henverson. Oh, no; it was near 1945. That information would 
just be in our records. I do not remember. 

Senator Ture. Well now, when you acquired the second house, was 
that also a country elevator ? 

Mr. Henperson. Yes, sir. 

Senator Tuyr. So it Was a regular grain storage unit ¢ 

Mr. Henperson. Well now, some of our houses later were flat 
houses. 

Senator Tuyr. And from whom did you acquire these flat houses? 
Were they Government property that you leased ? 

Mr. Henperson. No, no, they were property that we bought—they 
were on property that we bought. 

Senator Ture. What type of flat house was it? Was it a garage 
or hangar or what ! 

Mr. Henperson. No; the houses there at Farwell were houses that 
we bought from a firm and they had been used for cotton storage. 
And one of them had been used for grain storage as well as cotton 
storage. 

Senator Tuyr. Then you were accustomed to having the Com 
modity Credit Corporation investigators or inspectors inspect your 
storage facilities and ascertain the quality and quantity of grain? 

Mr. Henperson. Would you state that again? 

Senator Tiyr. You had been storing grain for the Commodity 
Credit Corporation ever since the year 1945 or thereabouts. The 
during those years you would have been accustomed to having th. 
inspectors of the Commodity Credit Corporation inspect your houses 
for quality of grain that you had in storage for the Commodity 
Credit as well as the quantity / 

Mr. Henperson. Well, I understood that they had that privileg 

Senator Tuyr. Did they inspect your grain that was in storage for 
the Commodity Credit ¢ 

Mr. Henperson. I think that question would be asked me in tria 
I prefer not to answer. 

Senator Tuys. Then I will not press it. 

Mr. Correr. Were you not under the United States Warehous 
ing Act, your Farwell facility, Mr. Henderson ? 

Mr. Henperson. Yes, sir. 

Mr. Correr. Incident to that there would be regular inspections, 
would there not ? 

Mr. Henverson. Yes. He said Commodity Credit, as I understood 
it. 


Senator Ture. That, of course, is the question that I had in mind, 
because what we are trying to determine here is whether the Com 
mocity Credit tried to protect themselves against a loss, both in qual 
ity and also in quantity, I cannot conceive that that question could 
implicate you or incriminate you in court, because it was not a respon 
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sibility of yours whether the Commodity Credit Corporation had any 
supervision of the grain for which they were paying you a fee to 
store, but if you do not care to answer, why, I will not press the ques- 
tion. It would aid us if we knew what type of inspection was being 
conducted in the field to make certain that something was not going 
wrong with the grain for which you were receiving a fee for storage. 

Mr. Correr. Were you inspected by the United States warehouse 
inspectors ¢ 

Mr. Henperson. Oh, yes. 

Mr. Correr. Periodically ? 

Mr. Henverson. Yes, sir. 

Mr. Correr. During 1948, 1949, 1950, 19514 

Mr. Henverson. Oh, no. You see 1948 or the latter part of 1947 we 
went out from under. 

Mr. Corvrer. Why did you go out ¢ 

Mr. Henperson. Through agreement with Mr. Clifford, the in- 
spector, and the Wichita office. 

Mr. Corrrr. I mean, did you ask to withdraw or were you turned 
down ¢ 

Mr. Henpverson. Oh, no; we were not turned down. As I under- 
stand the Federal inspection, the Federal law in its operation, all 
houses owned by a firm in a town must come under that Federal 
license. Our Farwell, what we call No. 1 elevator, was always under 
the Federal license since back, I believe, in 1940 or 1941. It was a 
regular elevator. 

When we began to acquire the flat houses, where the crops were 
large, and so forth, Mr. Clifford and the inspectors discussed those 
things with me and said that they preferred not to have flat houses 
under the Federal license, due to the fact—— 

The CHarman. When you separated as you have just indicated 
from the Federal inspection, did it apply to all of the facilities or just 
the flat houses / 

Mr. Henperson. It just applied to the Federal inspection, I mean, 
the license only applied to our elevator, not to the flat houses. And 
they did not want the flat houses. 

The CHairman. Did all of your facilities, other than the flat houses, 
remain under Federal inspection / 

Mr. Henperson. No. Their law requires that all facilities in the 
town be under a license. All of my facilities were not under that 
license. And they either wanted them all under or none, which was 
reasonable. 

We made—we discussed it, and the agreement was that we would 
withdraw, and they would cancel our Federal license. And I think 
that happened in early 1948. The discussion went along in through 
147, latter part of 1947. 

Mr. Correr. So you had no more United States warehousing in- 
spections after 1948 ? 

Mr. Henperson. No, no, sir: no Federal. 

Mr. Correr. Did you have any Commodity Credit inspections or 
Was that the question that you refused to answer / 

Mr. Henperson. Yes, sir, that is the question I prefer not to answer. 

The CrnarrmMan. Are there any others involved in your company, 
that is, the Henderson Grain & Feed Co., than yourself ? 

“'~ Henperson. No, sir. Iam the owner of it. 


20554 h2 pt. 1— 50 
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The CuHarrmMan. You are the owner of it? 

Mr. Henpverson. Yes, sir, sole owner. 

Mr. Correr. Is it a corporation ? 

Mr. Henperson. No. Henderson Grain & Feed Co. is not. 

Mr. Correr. It is a proprietorship? 

Mr. Henverson,. Yes, sir. 

The CHAIRMAN. What about the conduct of the officers of t! 
Commodity Credit Corporation, were they in any wise involved wit! 
you in this handling of this grain? 

Mr. Henverson. May I respectfully refuse to answer that? 

The CuatrMan. Very well. 

Mr. Correr. And I put one similar to that. Will you say that the: 
was any collusion between anybody in Commodity Credit and y 
at any time—do you know what I mean by collusion ¢ 

Mr. Henperson. There was not. 

The CnHatrrman. That is what I was trying to drive at, sir. 
probably did not put it in the proper light. 

Mr. Correr. I think that we could ask Mr. Henderson many, man) 
more questions, but he is going to be coming up for trial, and I do not 
think that we should do so. 

The CuatrrmMan. The committee does not want to take advantay 
of Mr. Henderson's situation of the Government’s case. 

Mr. Correr. Or the Government’s case. 

The Cuarrman. That is right. 

Mr. Correr. I think that we will hear from Mr. Bachmann agai 


TESTIMONY OF JOHN J. BACHMANN, CHIEF, ACCOUNTING INVESTI- 
GATIONS DIVISION, OFFICE OF COMPLIANCE AND INVESTIGA. 
TION, PMA, UNITED STATES DEPARTMENT OF AGRICULTURE— 


Resumed 


Mr. Correr. I might suggest that you confine your remarks, if you 
can, regardless of what our questions are, to no greater degree of 
detail than the indictments carry on this case. 

Mr. BacuMann. I would like to point this out, I am perfectly w 
ing to answer any questions that the committee may want, but « 
case was discussed last week with the United States Attorney, and o 
regional attorneys, the men who are going to try the case in cou 
Of course, their trial brief and their schedule of witnesses and all of t 
other matters were thoroughly explored. And for fear that I might 
divulge some of the things that I should not I would prefer if y 
signify so, Senator, that I should not testify at this particular time. 

The Cuarrman. I do not think the committee ought to do anything 
that would in any manner prejudice the Government’s case. As | 
understand, this is going to be tried in June. 

Mr. Bacumann. That is right. 

The Cuatrman. All of the facts will certainly come out at that tir 
And I do not see any point in asking you to divulge anything that n 
be detrimental to the Government's case at that time. 

Mr. BacuMann. I prefer it that way, sir. 

Mr. Correr. I thought that we might for the record just develop 
extent of these losses or shortages and the plain facts that must be 
charged in the indictment and are a public record. I do not feel ve 
strongly about it. 
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Mr. BacuMann. So far as the indictment is concerned, Mr. Cotter, 
[ could discuss as to what is specifically cited in the indictment. 
Beyond that I prefer not to go. 

Mr. Correr. I thought that we might discuss with you any deficien- 
cies on the part of the Commodity Credit Corporation. 

Mr. Bacumann. I do not think that should be discussed, either, 
because based on our experience in the Plains Grain & Storage Co. 
case, and the attempt that is made to show the Government red tape 
ind the so-called inefficiencies of Government employees and the 
questions that are thrown at them as to whether they are afraid of 
their jobs and 10-day wonders and tin-badge detectives—I do not like 
to have that kind of stuff thrown at the people with whom I work. 

Mr. Correr. Do you expect to have to testify in this case ! 

Mr. BacuMann. No, sir, 1 do not expect to have to testify, but I am 
going to be in court as an assistant to the attorneys who are going to 
try the case. 

The CHarrman. Very well. 

Mr. Correr. This case falls in the same category, that is, the Garden 
Grain & Seed Co. case falls in the same category as this case, because 
they are companion cases. And Mr. Bachmann is a principal in each 
case. I think that winds us up for the day. 

The CHamman. Is there anything with respect to the Garden Grain 
& Seed Co. case that Mr. Henderson could testify to without incrimi- 
nating himself ? 


TESTIMONY OF C. M. HENDERSON, HENDERSON GRAIN & SEED 
CO., FARWELL, TEX.—Resumed 


Mr. Correr. You are an officer of that company, are you not? 

Mr. Henverson. I was: yes, sir. 

Mr. Correr. Up until what date? 

Mr. Henpverson. Officer of that company. I have a trial to face 
up there, as you may know. 

Mr. Correr. Yes. I assume your position is the same ? 

Mr. Henverson. The position is the same in each case. 

Mr. Correr. How large a company is that? 

Mr. Henverson. Garden ? 

Mr. Correr. Yes. 

Mr. Henperson. Now, you mean as to facilities or as to money or 
what? It is a corporation. 

Mr. Correr. How large financially was it, what financial statement 
did it have, do you know ¢ 

Mr. Henpvrrson. No, offhand, their audit is not complete, unless it 
is completed this week. 

Mr. Correr. I do not mean how great a shortage. I mean was it a 
large operation, was it a million-dollar company or $100,000? 

Mr. Henperson. Their operations were, yes, sir, their operations 
extended up into—— 

Mr. Correr. What net worth did it have at the time that you en- 
tered into agreements with the Commodity Credit Corporation back 
in 1948 and 1949? 

os Henverson. I could not tell you definitely or even approxi- 
Inately. 
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Mr. Correr. How much of the stock did you own, what percentage ? 

Mr. Henverson. I owned one-fifth of the stock. 

Mr. Correr. And you say you were the president ? 

Mr. Henperson. Yes, sir, at that time. 

The Cuamman. Was anybody else involved in this company other 

nan you? 

Mr. Henverson. In the Garden ? 

The Cuarrman. Yes, sir, Garden Grain & Seed Co. 

Mr. Henperson. Oh, yes, sir, the operator of the company was Mr. 
Marteney, vice president. 

The CHatmman. Were they indicted ? 

Mr. Henverson. Mr. Marteney was indicted. 

Mr. Correr. In the State court / 

Mr. Henperson. State court. 

Mr. Correr. Along with yeu? 

Mr. Henverson. Yes, sir. 

The Cuamrman. Would you answer to the same there with respect 
to this company that so far as you knew there was no collusion between 
this company and any members of the Commodity Credit Corporation ‘ 

Mr. Henverson. Oh, yes, sir, there was none that I know of. 

The CHarrman. That is all then. 

Mr. Correr. I do not see any point in further pursuing this. You 
are excused, Mr. Henderson. 

Mr. Henperson. May I leave town? 

The CHarrMan. Yes, sir. 

Mr. Henverson. I have a reservation. 

The Cuatrman. All right. 

Is there anything else that you desire as to Mr. Bachmann ? 


TESTIMONY OF JOHN J. BACHMANN, CHIEF, ACCOUNTING INVESTI- 
GATIONS DIVISION, OFFICE OF COMPLIANCE AND INVESTIGA- 
TION, PMA, UNITED STATES DEPARTMENT OF AGRICULTURE-— 


Resumed 


Mr. Correr. Mr. Bachmann is familiar with all of the big cases 
in Texas, and he has some that are very interesting. For instance, 
the Shannon case, and so forth, that also has to be tried. You 
might at least show the Senators, perhaps, Mr. Bachmann, the pos 
tion sheets on the Shannon case. 

Mr. BacuMann. Because of the fact that that case is to be tried 
first I shipped those papers back this morning so that the man who 
is preparing it will have 2 days more to work on it, than if I took it 
back. I am going back Thursday morning. And by shipping 1 
back this morning I gave him two more days to get ready. But | 
have a position sheet here on Plains Grain or a number of other cases 
that I am perfectly willing to show. 

It does show in effect what I described to the Senator a moment 
ago, the receipts coming in, the shipments going out, the daily in 
ventory, the liabilities to the Commodity Credit Corporation, showing 
both the issued warehouse receipts to them, the redeemed warehouse 
receipts to them. and the difference, the amount owing to the Com 
modity Credit Corporation. And that same goes for warehouse 
receipts issued to others. 
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Mr. Correr. How big was your biggest shortage in Texas? 

Mr. Bacumann. The biggest shortage is Shannon. 

Mr. Correr. How big was the shortage there ? 

Mr. BacumMann. Over 30 million pounds in grain sorghum. 

Mr. Correr. What does that represent in dollars ¢ 

Mr. BacuMann. In dollars at the present time, the last price I 
had on grain sorghum was $3.16 a hundred, a hundredweight, $3.16 
a hundred pounds. 

The Cuarrman. That would make a shortage of about how much / 

Mr. BacuMann. Right close to a million dollars. 

The CuatrmMan. A million dollars? 

Mr. Bacumann. Yes, sir. 

Mr. Correr. How far did that shortage go back ? 

Mr. Bacumann. That shortage goes back , to my recollection, late 
in 1948 or early in 1949. 

Mr. Correr. Was that house United States-warehouse inspected ! 

Mr. BacuMann. I do not recall. I do not recall that, Mr. Cotter. 

Mr. Correr. Do you recall whether there were any Commodity 
Credit Corporation inspections of that house ¢ 

Mr. BacuMann. That I do not recall, either. I am not familiar 
with it. 

The Cuarman. Mr. Bachmann, how long have you been connected 
with this service that you are how connected with ¢ 

Mr. Bacumann. I became connected with Compliance and In- 
vestigation in 1943 during the wartime. I was at that time with 
Commodity Exchange Authority. And because of the lack of ac- 
countants in the Department they consolidated two groups of small 
accountants, Commodity Exchange and what was then the Investiga- 
tion Branch. And we handled during the war all of the accounting 
investigations and other investigations under war food orders. 

After the war Commodity Exchange was again separated, but I 
remained with Compliance and Investigation. 

The CHamman. Well, in many of the cases that we have so far 
investigated the losses sustained seem to have been that of the Gov- 
ernment, and somehow the private grain owners, that is, the farmers 
ind the millers escaped losses. 

Mr. BacumMann. That is not the case in these Texas cases, Senator. 

The Cuamman. It is not / 

Mr. BacuMann. No. 

The Cuatrman. In other words, the millers as well as the farmers 
and others who stored grain with these warehousemen suffered losses 
along the same line, maybe not to the same extent, as the Government 
did ¢ 

Mr. BacuMann. I am inclined from my review of the Garden City 
which was completed in the field about 10 days ago to the conclusion 
that the loss on the part of other stores than the Government will be 
very considerable heavier than the Government’s loss. 

The Cuamman. Very considerably heavier? 

Mr. Bacumann. Yes, sir. 

The Cuamman. With all of the experience you have had in this 
work and the various examinations you have made in the cases that 
are now under discussion and others, can you offer the committee any 
advice as to what in your opinion should be done in order to try 
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and rectify some of these methods, just to make them so that tly 
losses will not be as great as they are? 

Mr. BacHMann. Being an accountant, of course, I am always fo. 
more and better record examinations, but it does not have to be in th. 
nature of a thorough and complete audit. 

I have in mind, for instance, the provision under the Commodity 
Exchange Act where the Commodity Exchange Authority can cal 
for a report from a registered futures commission merchant at any 
time it sees fit to tell them exactly what their position is in so fa: 
as futures commissions funds are concerned. 

When I was with the Commodity Exchange Authority we used 
that very effectively. If we had a house that we thought was shaky, 
it was weak financially, we would keep calling about every 10 days 
“Tell us where you stand.” And, of course, the minute that a 
individual under that law or any individual who files a report wit! 
the Government, if he files a false report, he is subject to criminal! 
prosec ution. 

They did not dare, at least in our experience with them, they did 
not dare file a false report. 

The Cuamman. Why was that not done by the Commodity Credit 
Corporation ? ' , 

Mr. Bacumann. I do not know whether under their contracts, and 
so on, that they had a call provision in there. I know that they had 
record-keeping provisions in there. Whether they had such a cal 
provision in there, I do not know, but I think it would be an effective 
vehicle. 

The CuatrmMan. Suggestions were made by some to have the Con 
gress provide more money for inspectors. What would be you 
view as to that ? 

Mr. Bacumann. Well, Senator, I do know this from our advic 
down there as to the deficiencies of Government people, that there 
was a cut in personnel at a time when this heavy 1949 and 1950 crop 
came in there, right at the time when they were in the midst of hand 
ling all of that grain without the facilites available. I do not know 
what the reason for that is. I am not assessing any responsibility, 
but I do know that was a fact. 

Mr. Correr. Getting back to these inspections, Mr. Bachmann, 
what type of person do you think can most effectively make these 
inspections? Again probably you are biased to an accountant’s 
point of view. 

Mr. BacuMann. No, no; I am not in that particular instance. | 
is a combination of a man who knows grain and a man who knows 
records. That is the ideal. 

Whether we ever can attain such an ideal, I do not know, but if 
I had to lean to one or the other the grain man as against the account 
ant, I would lean to the grain man. 

Mr. Correr. You would ? 

Mr. Bacumann. Yes, sir. 

Senator Trnyr. That is the reason I asked the question as to what 
kind of a form was required of the inspectors, because if the inspector 
went in there and had to fill out a form that there were so man) 
million bushels in that house and a form as to the quality of th. 
grain in that house, he could not possibly do so without jeopardizing 
himself if he wrongly filled out the form. 
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Mr. Bacumann. That is right. That is why I would not select 
an accountant for that job, for the simple reason that the accountant 
is not sufficiently qualified to determine what the grade of the grain 
is that is in there. 

Senator Tuyr. But the accountant could do this very easily. He 
could say that there were so many thousand pounds or so many 
thousand bushels in bins, and if the man had warehouse receipts of 
so many thousand bushels of grain, all you would have to take or to 
do is to take a tape line and measure your bins to determine whether 
the grain was in that bin, and then determine and check that against 
the number of warehouse receipts that the man had issued and total 
the bushels on that basis. 

Mr. BacuMann. That is true, if you have an ideal elevator situation, 
but in Texas there there was so much of it stored flat with contours, 
and so forth. 

Senator Ture. I will grant you that, but any time that a man 
goes in and he measures the length of the bin and the width of the 
bin and the depth of the bin, it is a question only of whether he can 
multiply and subtract and divide the number of square inches 
required toa bushel. He can arrive at the number of bushels of grain 
in that pile. 

Mr. Bacumann. In the bin? 

Senator Ture. In a bin or ina pile. You can estimate the curva- 
ture of the crown of that grain and arrive at that average. A man 
has to be very dumb and he has no business to be an inspector in the 
field if he cannot arrive at a reasonably accurate estimate of the number 
of bushels in that pile of grain. 

Mr. BacuMANnN. I can with solid geometry. 

Senator Toye. You can and definitely you do not have to have solid 
geometry. You can go out there and use common horse sense. You 
can see the curvature of the pile of grain that if levelled off will 
represent so many feet high in this area. 

Mr. BacumManyn. I will agree. 

Senator Ture. But the evidence that I have heard in the testi- 
mony here is that nobody ever endeavored to estimate the number of 
bushels, nor did they make an inspection of the number of bushels 
in square bins where it was easily determined. 

Mr. BacuMann. The office of audit did once they got out. 

Senator Tuye. The inspector in the field to whom the United States 
Government paid a salary and paid travelling expenses went to the 
Dawson firm three times on an inspection tour. What I want to know 
is what kind of a report did he file with the Commodity Credit Corpo- 
ration on those inspection visits? If he just went there and walked 
around and went on his way again, that was a dead expense to the 
Government that should have never occurred. If he went in there 
and made a report as to the quality and quantity of grain, then he 
was In error if he did not determine the amount of grain in that bin 
or in that warehouse. If he just went there to look around, he was 
a dead expense to the Government. Are you not going to agree with 
me ¢ 

Mr. BacumMann. I cannot do otherwise. 

Senator Ture. You are an auditor, sir, and you are far too intel- 
ligent not to agree with me. If the man just went there and looked 
around and said. “How do vou do” and “Goodbye” he was a dead 
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expense to the Government. If he went in there and ascertained thy 
amount of grain in storage—he did not have to consider the quality, 
because it is in evidence that there was not any grain in there often 
times—so it was a question of quantity. 

Mr. Bacumann. That is right. 

Senator Ture. Now then you know as well as I know that you and | 
may never have made an inspection, yet with common A, B, C’s and 
the multiplication tables we could have figured out about the amount 
of grain on a flat floor where it was piled up. You can bet that a: 
old farmer without any knowledge of mathematics could go out and 
measure a haystack. ‘The haystack, of course, has a curved top, 
you know it. 

Mr. BacHMANN. Sure. 

Senator Ture. They will come out and tell vou about the tonnage 
of hay in that stack. It has been done since the time of Abraham, 
und you know it. 

Mr. BacHMANN. Yes, sir. 

The Cuarrman. Now that we have settled the question of inspectio. 

I wonder if you could offer any other advice to the committee as to 
what could be done in order either to eliminate or curtail these losses 
What about sufficient insurance? 

Mr. BacumMann. I understand insurance is too expensive a propos 
tion. I am inclined to think as a result of our experience in ‘Texa 
at the present time the insurance rates are going up very substantially, 
very shortly. 

The Cuamman. How about requiring all warehouses to be under 
Federal control or inspection ¢ 

Mr. BacuMmann. I have not given that enough thought to offer a 
thing on that. 

The Crarrman. Could you offer any suggestion as to whether a 
of the State laws oe you are acquii anted with should be change 
probably ¢ 

Mr. BacumMann. [am inclined to think that there should be parti: 
larly in Texas as I have talked with farmers on this, and they 
have a bill up in the last session of the legislature which was killed 
and they are coming ba¢k with it—they feel certain that they are going 
to get it through in Texas, that is, a more rigid warehousing | 
than they now have. 

The CuarrMan. I presume that this bill provides that inspections 
shall be made at certain periods of all grains stored in state war 
houses ? 

Mr. BacumMann. I could not visualize a good bill without the inspe 
tion and record-keeping requirements. Record-keeping requirements, 
even though I am an accountant, are an important element. 

The Cuarrman. Do you not think that inspection service should 
be provided to the public, that is, whether it be Government grain o! 
not ? 

Mr. BacuMann. Farmers, particularly those who I know, so: 
farmers that I know who have a full year’s crop stored in there think 
sO. 

Mr. Correr. Is not the banking fraternity very much concerne« 
about some of the conditions that have been revealed by this situation. 
do they not loan on these warehouse receipts very regularly—would 
it not be to their advantage ? 
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Mr. BacuMann. It would be to their interest. However, they are 
naturally, in view of the size of any loans that they may have, ‘alert 
to the fluctuating financial conditions of those to whom the y make 
their loans and they, ordinarily, and I do not say this in a derogatory 
way, come out a little bit better than the ordinary run of farmer. 

Mr. Correr. I should think that they would have much more busi 
ness with warehouse receipts than farmers would. 

Mr. BacumMann. That is right. 

Mr. Correr. And that they would like to have a policing of them in 
their locality which would assure that they meant what they said they 
did. 

Mr. BacHMANN. We can cite one example of what close policing 
does. The futures commission merchant funds under the Commodity 
Exchange Authority—the act was passed in 1937. And to my recol 
lection to this day there has not been one cent of money lost that has 
been put up with the futures commission merchant because of any 
shortage in funds in futures commission funds. That is policed quite 
closely. 

The Cuatrman. Are there any further questions / 

Senator Ture. None, Mr. Chairman. 

The CuarrmMan. That concludes the hearings for today. 

On tomorrow, the committee will meet at 10 o’clock and will hear 
the case of V. M. Harris & Co. from Kansas City and Camp Crowder. 
The witnesses will be Mr. V. M. Harris, president of the concern, M1 
Glen Yancey and Mr. James Wallace. 

The committee will stand in recess until 10 a. m. tomorrow. 

(Whereupon, at 12:05 p. m. the committee recessed to reconvene 
Wednesday, April 23, 1952, at 10 a. m.) 














INVESTIGATION OF STORAGE AND PROCESSING ACTIVI- 
TIES OF THE COMMODITY CREDIT CORPORATION 


WEDNESDAY, APRIL 23, 1952 


Untrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) 
presiding. 

Present: Senators Ellender (chairman), Aiken, Young, Thye, 
Kem, Hickenlooper, and Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The Cuarrman. The committee will be in order. 

The committee has scheduled for this morning the V. M. Harris 
Grain Co. case of Camp Crowder, Mo. 

The first witness is Mr. V. M. Harris, the owner and president of 
V. M. Harris Co. 

Will you step forward, please, and raise your right hand. 

You do solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Harris. I do. 


TESTIMONY OF V. M. HARRIS, SR., V. M. HARRIS GRAIN CO., SCOTT 
CITY, KANS., ACCOMPANIED BY JAMES W. WALLACE, LANG AND 
WALLACE, SCOTT CITY, KANS. 


The Cuamman. Would you like to proceed, Senator Kem. 
Senator Kem. I would be glad to, Mr. Chairman. 

Will you state your name for the committee / 

Mr. Harris. Vernon M. Harris. 

Senator Kem. Where do you live? 

Mr. Harris. Scott City, Kans. 

Senator Kem. What business are you engaged in? 

Mr. Harris. Farming and livestock and grain. 

Senator Kem. How long have you been a resident of Scott City? 
Mr. Harris. Since 1929. 

Senator Kem. Where did vou live previous to that? 

Mr. Harris. Colby, Kans. 

Senator Kem. Were you engaged in the same business in Colby ? 
Mr. Harris. Grain exclusively. 

Senator Kem. How long were you in that business at Colby? 

Mr. Harris. Well, from about 1918 to 1929. 
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Senator Kem. You followed the grain business and farming ge 
erally since that time, have you ? 

Mr. Harris. Yes, sir. 

Senator Kem. And you have been successful in that, have you not? 

Mr. Harris. Well, I did fairly well. 

Senator Kem. The V. M. Harris Grain Co. is a partnership composed 
of you and your son V. M. Harris, Jr. ! 

Mr. Harrts. Yes, sir. 

Senator Kem. And you filed a financial statement at the inceptior 
of this transaction that we are inquiring about in which you showed 
that you had assets free and clear in excess of half a million dollars, 
is that correct / 

Mr. Harris. Yes, sir. 

Senator Kem. And is that a fair estimate of the net worth of your 
firm at that time? 

Mr. Harrts. I believe it was. 

Senator Kem. And if we do not consider any claim the Government 
may have rising out of the Camp Crowder transaction are your assets 
substantially the same today ¢ 

Mr. Harris. Yes, sir. 

enator Kem. So that the V. M. Harris Grain Co. is a solvent, 
going concern / 

Mr. Harris. I believe it is. 

Senator Kem. And you had a contract with the War Assets Admin 

istration to lease certain buildings at Camp Crowder? 

Mr. Harris. Yes, sir. 

Senator Kem. And at the expiration of that contract it wa 
renewed / 

Mr. Harris. Yes, sir. 

Senator Kem. That lease? 

Mr. Harris. Yes. 

Senator Kem. And then you also had a contract with the Com- 
modity Credit Corporation to store grain in those buildings? 

Mr. Harris. Yes, sir. 

Senator Kem. Particularly, wheat and milo, is that right? 

yah Harris. That is what they shipped me, yes, sir. 

Senator Kem. I want to ask you particularly, Mr. Harris, about 
the negotiations that took place in connection with the renewal of 
your lease with the War Assets Administration on its expiration. 

The CuairmMan. Senator Kem, would you mind asking him about 
the original lease? 

Senator Kem. If you care to. What I thought, Mr. Chairman—— 

The Cuatrman. Do you want to go into that at all? 

Senator Kem. I had this in mind, there are certain high points 
in this transaction, and to save the time of the committee and not go 
into a lot of irrelevant material, I thought that we would get to the 
high points and bring those out, and then if anybody wants to go 

into the other transactions which are just matters of ordinary routine 
why I see no objection to that. 

The Cuarrman. The only thing I had in mind was this: Try to 
find out at this time whether or not the original agreement was 
entered into by him voluntarily and whether or not there was anybody 
who offered him anything to do it. 

Senator Kem. Yes. 
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The Cuarrman. Proceed along that line. 

Senator Kem. There was no irregularity connected with your 
original agreement, so far as you know? 

Mr. Harris. No, sir, there was not. 

Senator Kem. Anything else ¢ 

The Cuarrman. All right. 

Senator Kem. Now coming up to the renewal of your lease with 
the War Assets Administration, was there a man named Glen Yancey 
who took a part in that ¢ 

Mr. Harris. Yes, sir. 

Senator Kem. Would, you tell us who Glen Yancey is? 

M. Harris. Well, he is a man that lives at Kansas City. He was 
at that time a cash salesman for the Mensendieck Grain Co. 

Senator Kem. Also of Kansas City ¢ 

Mr. Harris. Yes; of Kansas City. 

Senator Kem. What was your first contact with Glen Yancey? 

Mr. Harris. During this leasing period or the first ? 

Senator Kem. What was your first contact with Glen Yancey? 

Mr. Harris. Oh, it was about back in 1944, maybe 1945—in 1943— 
along there somewhere. 

Senator Kem. How did you come in contact with him? 

Mr. Harris. He was with the Government. I was getting—doing 
some repair work on my elevators and putting in a feed grinder, and 


doing some general repair, getting ready for a new crop. And I was 
stopped on account of materials, you see. And then he came in and 


looked it all over and approved it, and I was turned loose. 

Senator Kem. Well now, what capacity was Mr. Yancey acting in ¢ 

Mr. Harris. Well, you gentlemen would know that better than I 
would. He was a Government agent with authority to inspect. He 
had the authority with him. J] just cannot tell you what. 

Senator Kem. He gave you a clearance ¢ 

Mr. Harris. Well, 1 got the clearance out of Washington. 

Senator Kem. Out of Washington / 

Mr. Harris. Yes. I am sure I got a wire out of Washington. He 
told me that he would recommend that I go ahead and complete it. 

Senator Kem. About when was that? 

Mr. Harris. Well, that was during the war period 

Senator Kem. World War II? 

Mr. Harris. Yes; during World War II. 

Senator Kem. What was your next contact with Mr. Yancey? 

Mr. Harris. I was building a storage plant in Scott City, it was a 
prefabricated Butler building. 

Senator Kem. When was that? 

Mr. Harris. Well, that was just following this elevator, I think. 

Senator Kem. Still during World War II? 

Mr. Harris. Yes. It was the same period, critical period, and I 
had the building on the ground and had it partly complete, and then 
| got stopped again, and he came. 

Senator Kem. Did you call Yancey or did he, Yancey, come ? 

Mr. Harris. He just came in. 

Senator Kem. Just appeared on the scene, representing the 
Government ? 

Mr. Harris. He said, “I am the boy inspecting.” You see, I had 
been stopped. 
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The CuatrMan. What was his connection with the Government 
I did not get that. 

Senator Kem. He was an inspector of building operations who wa 
sent there to determine whether or not Mr. Harris could proceed 
with his building. 

The Cuarrman. What department was he employed by? 

Senator Kem. He said he did not know. 

Mr. Harris. He had a book with him, a Government book, intro 
duction of who he was and what department he was in, but he could 
tell you better than I could. I do not know. 

The CuHarrMan. You yourself do not know what department o! 
Government he represented ? 

Mr. Harris. No; I couldn’t say. I am sure that I knew it was al! 
right in my own mind that he had authority. He had a Government 
authority. 

Senator Kem. You do not know whether it was the OPA or tly 
Department of Agriculture? Go ahead. 

Mr. Harris. Well, it could be one or the other; I could not say. 

Senator Kem. Then on this second occasion Mr. Yancey appeared 
in Scott City, is that correct ? 

Mr. Harris. Yes, sir. 

Senator Kem. And did he give you a clearance again ? 

Mr. Harris. Yes, sir; it followed in a few days, a wire. 

The CuarrMan. Was he occupied in the same capacity ? 

Mr. Harris. Yes, sir. 

The Cuarrman. That was how long after—1944 you said the first 
time. 

Mr. Harris. Well, it was during the period of the war. It might 
have been in 1943 or 1944 or 1945. 

The CuatrmMan. That was the first or the second one? 

Mr. Harris. They were not far apart. Probably a month or two, 
as I remember it. It might have been a little farther, but not muc! 
more than that, maybe 2 or 3 or 4 or 5 months. 

Senator Kem. You received a second clearance. 

Mr. Harris. I received the second clearance out of Washington. I 
am sure. 

Senator Kem. Then what was your next contact with Mr. Yancey 

Mr. Harris. That was, I think, in 1947. 

Senator Kem. 1947? 

Mr. Harris. I believe. 

Senator Kem. How did that come about ? 

Mr. Harris. Well, Mr. Yancey called me up from Kansas City and 
told me that he was with the Mensendieck Grain Co., told me som: 
of his previous experience in the grain business. I never knew him 
when he was in the grain business previous to the war. And said he 
would like to—his company would like to have some of my business. 
I had never traded with Mensendieck very much. And I said, “Al! 
right,” I will be glad to give him some business. He was working 
there, apparently, on a salary, and I told him that I would be glad ¢ 
give them business. 

Senator Kem. You did give them some business ? 

Mr. Harris. Yes. 


7 
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Senator Kem. Now coming down to the date at which your lease on 

Camp Crowder buildings was about to expire, what did you do with 
reference to that ? 

Mr. Harris. I started in—-- 

Senator Kem. You what? 

Mr. Harris. My lease expired—about the first of July was my 1950, 
would be my lease would have expired, approximately, at that time, 
but I had about 919,000 bushels of Government-owned grain in the 
camp, you see. 

Senator Kem. Stored in the buildings at C amp Crowder ? 

Mr. Harris. Stored in these buildings at Camp Crowder. Well, 
I started in—in fact, I wrote a letter on the 14th day of January 1950. 
They had not ordered the grain out. They had ordered out milo 
maize, and that had been shipped, and I think we completed that 
along about, oh, in January, I believe, in 1950. 

Senator Kem. What was the first ? 

Mr. Harris. They never ordered the wheat out. 

Senator Kem. What was the first step you took ? 

Mr. Harris. I wrote a letter. 

Senator Kem. What was the date of that letter ? 

Mr. Harris. I am sure it was January 14, 1950. 

Senator Kem. Will you produce a copy of the letter? 

Mr. Harris. We will produce it. 

Senator Kem. Will you get that out ? 

Mr. Harris. Requesting a renewal of the lease. 

The Cuarman. While Mr. Wallace is looking for that letter, did 
vou contact the same people for a renewal of your lease as you did 
when you first entered the lease ? 

Mr. Harris. Yes, sir. 

Senator Kem. I hand you a copy of a letter dated January 14, 1950, 
addressed to Mr. E. V. Turney, General Services Administration, 
Liquidation Service, Kansas City, Mo., and signed V. M. Harris 
Grain Co., and ask you if that is a duplicate original of the letter you 
wrote at that time? 

The Cuarmman. Would you read it, Mr. Harris, for the record ‘ 

Mr. Harris. Yes,sir. [| Reading: | 


Dear Mr. TurNeY: I had some talks with Mr. Tommy Warders who used to be 
with the War Assets Administration this week while at Camp Crowder, and I 
outlined to him some ideas we had as he said he was going into Kansas City 
yesterday. 

Now, since we have a lot of grain at Camp Crowder, and we do not know when 
the Commodity Credit Corporation will want to load it out, we wish to ask for 
an extension on the lease on the buildings for 1 year with option of more years 
f you lease that way. These buildings are to be used for the storage of grain 
in line with the thoughts of the Department of Agriculture. We feel like that 
n view of the fact that so many of the buildings at Camp Crowder, some of 
which were identical with ones we leased, were leased to other parties so much 
cheaper, that the rate should be reduced materially. Also, the second year 
storage rent paid by the Commodity Credit Corporation is less than the rate paid 
the first year. 

Please let us know what you think about this. 

Yours very truly, 
M. Harris GRAIN Co., 
V. M. Harris. 


Senator Kem. Did you mail that letter to Mr. Turney at that 
address ? 


Mr. Harris. Yes, sir. 
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Senator Kem. And did you receive a reply / 

Mr. Harris. No, sir. 

Senator Kem. No reply at all? 

Mr. Harris. No, sir. 

Senator Kem. How long did you wait before you took any further 
ction ¢ 

Mr. Harris. My golly, I began to get pretty busy. 

Senator Kem. When? 

Mr. Harris. I do not have any—any records, as to just the times, 
but when I did not hear within a month, why, then I began to get 
more interested. 

Senator Kem. You found yourself in a rather uncomfortable pos 
tion, did you not, with your lease expiring / 

Mr. Harris. Yes, sir: I did. 

Senator Kem. And all of this Government grain on your hands‘ 

Mr. Harris. Yes, sir. 

Senator Kem. And your commitments to care for it outstanding’ 

Mr. Hakris. The commitments were according to contract was that 
if I had to give up my storage, I had to find a place for it. There 
was ho place I could find. 

Senator Kem. You did not know where to turn? 

Mr. Harris. No, sir, I did not. 

Senator Kem. And you were in a position where you pretty near) 
had to renew this lease, did you not? 

Mr. Harris. I most assuredly did. 

Senator Kem. To save yourself? 

Mr. Harris. I most assuredly did. 

Senator Kem. And your assets / 

Mr. Harris. Yes, sir. 

Senator Kem. What did you do then? 

Mr. Harris. I intended to try to get the lease renewed. 

Senator Kem. What did you do? 

Mr. Harris. I went to the Commodity Credit Corporation and | 
asked them if they could persuade the War Assets Administration to 
extend the lease for me. Now this probably was getting on maybe a 
month or two or three later. 

Senator Kem. Who did you talk to at the Commodity Credit Cor 
poration ¢ 

Mr. Harets. Well, probably Mr. Cowan. I am quite sure I talked 
to Mr. Cowan and Mr. Hall. 

Senator Kem. Mr. Cowan is manager there? 

Mr. Harris. Well, he had a very prominent position there, yes, he 
and Mr. Hall. 

Senator Kem. You asked him to intervene with War Assets and 
assist you in getting a renewal? 

Mr. Harris. Mr. Hall—it was one or the other—Mr. Hall or Mr. 
Cowan, yes, sir, I did. 

Senator Kem. What did they tell you? 

Mr. Harris. They told me that they just were powerless to do any 
thing about. it. 

Senator Kem. Did you not feel they could be of any assistance to you 
in that connection / 

Mr. Harris. That is right; yes, sir. 

Senator Kem. Did they show any interest in helping you? 
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Mr. Harris. Well, I think I had their sympathies, but outside of 
that—I think they realized I was in a pretty tough hole. 

Senator Kem. Sympathy, though, did not bring them to any active 
intervention on your behalf? 

Mr. Harris. Oh, no. 

Senator Kem. You began to sympathize with yourself about that 
time, did you not? 

Mr. Harris. You doggone tootin; yes, sir. 

Senator Kem. What did you do next ¢ 

Mr. Harris. I was in contact with Mr. Yancey. 

Senator Kem. You contacted Mr. Yancey ? 

Mr. Harris. Yes. 

Senator Kem. This is the same Mr. Yancey that you previously tes 
tified about / 

Mr. Harris. Yes, sir. 

Senator Kem. Where did you get to see him, at the Mensendieck 
Grain Co. 4 

Mr. Harris. Oh, yes, | probably did—yes, I was doing business 
there, 

Senator Kem. And it occurred to you that in view of Mr. 
Yar cey —_ —_ 

Mr. Harrts. That he might do something. 

Senator Kem. Previous connection with the Government—— 

Mr. Harris. He had introduced me in getting my contract with the 
Commodity Credit—he had introduced me to some of the cash erain 
men of the Department, of the Commodity Credit Corporation, and 
they In turn introdue d me to the office of Mr. Cowan and Mr. Hall 
and Mr. Walton. And | proceeded that way, and knowing that he 


was with it, had been previously with the War Assets or a subsidiary 





of it. that he might be able to 

Senator Kem. Did Mr. Yancey— 

Mr. ELLARRIS. Get to those fellow — 

Senator Kem. Indicate that he would take an active part on your 
behalf ¢ 

Mr. H ARRIS, Yes, he did. 

Senator Kem. Did you make any arrangement with him as to what 
his compensation Was to be at that time / 

Mr. Harris. No, sir 

Senator Kem. Nothing was said about it? 

Mr. Harris. No, sir. 

Senator Kem. Then did Mr. Yancey representing you go to the War 
Assets Administration and talk to them / 

Mr. Harris. Well, he evidently did. I do not know that he did. 
He told me after he came in from Kansas City that he had talked to 
get the thing arranged. 

Senator Kem. You did come to Kansas City ! 

Mr. Harris. Yes, I did. 

Senator Kem. Wher did you come to Kansas City? 

\[r. H L\RRIS,. That was the best record ] have of—was somewhere 
‘tween April 17 and 20. 

Senator Kem. What year? 

Mr. Harris. 1950. 

Senator Kem. What year, 1950? 

Mr. Harris. Yes, sir. 


20554—52—pt. 1 51 
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Senator Kem. What hotel did you register at ? 

Mr. Harris. I went to the Phillips Hotel, I am sure. 

Senator Kem. In Kansas City, Mo.? 

Mr. Harris. Yes, sir. 

Senator Kem. Did you contact Mr. Yancey then? 

Mr. Harris. Yes, sir. 

Senator Kem. Did Mr. Yancey arrange a meeting with the repre 
sentatives of the War Assets Administration or the Office of the Rea! 
Property Disposal in War Assets Administration ? 

Mr. Harris. Yes, sir. 

Senator Kem. Where did that meeting occur? 

Mr. Harris. In my room in the Phillips Hotel. 

Senator Kem. About April 17, 1950, is that correct ? 

Mr. Harris. From that and between that and the 20th. It was 
during that period that I was down there. 

Senator Kem. Who was present at this conference in your room 
at the Phillips Hotel ? 

Mr. Harris. Myself, my son, my son’s wife, and Mr. Bill Smith, 
Mr. Yancey, and during the meeting Mr. Hall brought a statement 
over that they would furnish if I got the extension of my lease, that 
the Commodity Credit would furnish me grain to fill up the space that 
I had emptied previously. 

Senator Kem. Mr. Hall was representing the Commodity Credit 
Corporation ? 

Mr. Harris. Yes, sir. 

Senator Kem. And he brought a statement over to assure you that 
if you were able to obtain a renewal of your lease that you would 
have grain to store? 

Mr. Harris. Yes. sir. And to assure the War Assets Ad.ninistra 
tion, also, that I would have the grain, would be getting the grain to 
refill the portion that was empty. Of course, 919,000 bushels already 
occupied. 

Senator Kem. As your negotiations with Mr. Smith proceeded did 
Mr. Smith and Mr. Yancey say anything about a percentage of the 
net profits of the operations that they wanted to have if the renewal 
was given to you! 

Mr. Harris. Yes, sir. 

Senator Kem. Tell the committee just what that conversation was. 

Mr. Harris. They asked me what there was in it for me. 

The Cuatrman. Will you first tell us now who was present at the 
time of the conversation to which you refer? 

Mr. Harris. There was Mr. Smith. 

The Cramman. Mr. Smith? 

Mr. Harris. And Mr. Yancey, my son Vernon M. Harris. 

The Cuarrman. Vernon M.? 

Mr. Harris. Vernon M. Harris. 

Senator Kem. That is junior, is it not? 

Mr. Harris. Junior, and his wife, Alma L. Harris, and that is 
while that talk was going on. 

The Cuarmman. Would you be able to say whether or not those 
persons heard what went on? 

Mr. Harris. They did. 

The Cuarman. Did they participate in the discussion ? 

Mr. Harris. Very little, if any. They heard it. 





STORAGE AND PROCESSING ACTIVITIES OF CCC 791 


The Cuarrman. By whom was it conducted, you and whom ? 

Mr. Harris. Myself, Glen Yancey and Bill Smith. 

The Cuarmman. All right, proceed. 

Senator Kem. Just what was said—tell us, the committee, your 
best recollection of the conversation with reference to a precentage 
of the profits to go to Mr. Yancey and Mr. Smith ¢ 2B a: 

Mr. Harris. Yes, sir. They said, “How much is there in it for 
us ¢” 

Senator Kem. Who said that ? 

Mr. Harris. Well, it was both of them wanted to know. Mr. Smith 


and Mr. Yancey. 

Senator Kem. What was said ¢ 

Mr. Harrts. I realized that I was in a difficult situation. 

Senator Kem. A tight place? 

Mr. Harris. Than I expected. 

Senator Kem. You were in a tight place? 

Mr. Harris. Yes, sir, that I was. 

Senator Kem. They realized that, did they not ¢ 

Mr. Harris. I think so, yes, sir, I do. In fact, I know it. 

Senator Kem. All right. 

Mr. Harris. They said, “Well, how about 40 percent?” I said, 
“Well”—— 

Senator Kem. That is 40 percent of the profits of the operation ¢ 

Mr. Harris. Forty percent of the net profits; yes, sir. 

Senator Kem. What did you say? 

Mr. Harris. I said, “That is pretty high.” I asked them, “What 
about 30 percent!” Well, they kind of thought they ought to have 
40 percent. but we finally settled on 35 percent of the net profits. 

Senator Kem. And you agreed to give them that at that time? 

Mr. Harris. Well, I had to agree, yes, sir. 

Senator Kem. Did they agree in consideration of your promise 
to secure a renewal of your lease ? 

Mr. Harris. Yes, sir. 

Senator Kem. That is, Mr. Bill Smith—— 

Mr. Harris. Yes, sir. 

Senator Kem. And Mr. Glen Yancey agreed to secure a renewal 
of your lease in consideration of your agreeing to pay them 35 per- 
cent of the net profits, is that correct ? 

Mr. Harris. Well now, I recognized Mr. Yancey did not have a right 
to agree. I would like to make that little correction. 

Senator Kem. Yes? 

Mr. Harris. But Mr. Bill Smith said that we'd get the lease, it 
would be furnished. 

Senator Kem. And your understanding was that Mr. Yancey and 
Mr. Smith were acting together? 

Mr. Harris. Yes, sir, absolutely. 

Senator Kem. Did they say about who else would be cut in on this 
dy percent ¢ 

Mr. Harris. Well, Mr. Turney’s name was mentioned. Mr. Turney 
was not. there. , 

Senator Kem. Who is Mr. Turney? 

Mr. Harris. He was the Director at that time of the War Assets 
Administration. 
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Senator Kem. In the Kansas City office? 

Mr. Harris. Yes. 

The Cuamman. There is your letter there. 

Senator Kem. Mr. Turney is the Government official that you had 
written to under date of January 14, 1950, and had received no rep|) 
to your letter, is that correet ? 

Mr. Harris. Yes, sir. He still held that position at that time. 

Senator Kem. And he is the same Mr. Turney that you had writte: 
to without result ? 

Mr. Harrts. Yes, sir. 

Senator Kem. In January? 

Mr. Harris. Yes, sir. 

Senator Kem. And did Mr. Smith say Mr. Turney would be take: 
care of ? 

Mr. Harrts. Well, it was understanding. Now as I remember it, 
it was my understanding that the would get something out of it; ves, 
sir,a share of it. 

Senator Kem. It was your understanding in connection with the 
renewal of your lease you were acquiring three new partners—Gle1 
Yancey, Bill Smith, and Mr. E. V. Turney—is that correct ‘ 

Mr. Harris. Yes, sir. so far as the net profits to be divided—t] eV 
were not partners in any way, but they were to receive a share of the 
net profits, they were not partners. 

Senator Kem. It was to be a joint venture between V. M. Harr 
Grain Co. on the one hand and these two Government officials a 
Mr. Turney on the other, is that correct ¢ 

Mr. Hares. I thought I was taking all of the venture. They d 
not assume any responsibility in dollars and cents for loss. 

Senator Kem. They were vetting a free ride? 

Mr. Harers. Yes, sir, that is right. 

Senator Kem. What they were producing was the renewal of yo 
lease, is that right? 

Mr. Harris. Yes, sir, that is correct. 

Senator Kem. Then you made an oral understanding with t 
to that effect at that time? 

Mr. Harris. Yes, sir. 

Senator Kem. And then did you return to your home in Scott 
City’ 

Mr. Harris. Yes, sir. I do not know whether I returned immed 
itely that day or not. I probably went to Camp Crowder, but | 
went home pretty quick, in a few days. 

Senator Kem. On your return did you turn over in your mind w! 
you had do e and decide that you needed some legal counsel / 

Mr. Harris. I had it in my mind when I wastalkingtothem. Y+ 
sir, from then on. 

Senator Kem. And you immediately consulted your attorney 
Scott City, is that correct ? 

Mir. Harris. Yes, sir. 

Senator Kem. What is the name of the firm of ittorneys t! 
represent you there ? 

Mr. Harris. Lang & Wallace. Mr. James W. Wallace is the man I 
talked to. 

Senator Kem. Then vou went to see them at their office ? 

Mr. Harris. Yes, sir. 
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Senator Kem. The firm of Lang & Wallace, the partner with whom 
you conferred was Mr. James Wallace ? 
~ Mr. Harris. Yes, sir. 

Senator Kem. And he is in the committee room today ? 

Mr. Harris. Yes. right here [indicating]. 

Senator Kem. Sitting by you? 

Mr. Harris. Yes, sir. 

Senator Kem. What did you say to Mr. Wallace ? 

Mr. Harris. Word for word it would be hard for me to say, but I 
told him that it looked to me like I was vetting into a bad position 
at Camp Crowder, and I recited the incident to him, the whole story, 
al d asked him what he thought about it. 

Senator Kem. Well, he took a rather dim view of it. did he not ? 

Mr. Harris. I accepted his advice. 

Senator Kem. What did he tell you? 

Mr. Harris. He asked me if I had paid them any money. I told 
him. no. “Well,” he said, “that is something you shouldn’t do.” 

Senator Kem. He sensed immediately the illegality of the trans 
action ? 

Mr. Harris. Yes, sir, he did. 

Senator Kem. And cautioned you against going any further with it ? 

Mr. Harris. Yes, sir, he did. 

Senator Tuyr. Did you go any further ¢ 

Mr. Harnts. No, sir. 

Senator THyr. That ended it right there ? 

Mr. Harris. Except that I did accept the lease when it came to me. 
I had this 919,000 bushels of grain there. I had to take it. 

Senator Ture. Did Mr. Yancey or Mr. Smith contact you at a 
later date to see whet het you would make it contributio l in accordance 
with what they had asked of you in the hotel room 1n the presence 
of your son and daughter-in-law ¢ 

Mr. Harris. I do not believe that Mr. Smith did. And I am sure 
that Mr. Turney did not, because I think he died shortly after that. 

Senatol Ki M. Mr. Turney died. 

Mr. Harris. Mr. Turney died. 

Senator Kem. But Mr. Yancey / 

Mr. Harris. Mr. Yancey did. 

Senator Kem. Tell us what Mr. Yancey said to you subsequently. 

Mr. Harris. Just word for word I could not say, but he wanted to 
ky ow how mu h mone I had made and probably wanted some of the 
money paid in. 

Senator Ky M. Made a demand on you for his share ? 

Mr. Harris. Yes. 

Senator Kem. Did he indicate that he was going to collect for Mr. 
Smith and Mr. Turney or just for himself ? 

Mr. Harris. He did not mention their names, no, I am sure. 

Senator Ky M. He aske d you i effect for an accounting ¢ 

Mr. Harris. Yes, sir, for an accounting for it—was continuously 
isking me for it ever since. 

Senator Kem. What did you tell him? 

Mr. Harris. I told him I could not make an accounting. 

Senator Munpt. Did you tell him why? 
Mr. Harris. I could not make an accounting. 
Senator Munor. Did you tell him why? 
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Mr. Harris. It was not settled up and I could not make an account 
ing and I could not—I never did just tell him that I could not comp), 
with his contract, but I intended to and I will yet. 

Senator Kem. After your conversation with your attorney in whic! 
he pointed out to you the illegality of the transaction, you had no in 
tention of proceeding further with it, is that right? 

Mr. Harrts. I had no intention from that minute on to ever giv; 
them one penny; ves, sir. 

Senator Kem. Now, Mr. Chairman, that is all I have to inquire 
about in connection with this particular transaction. Perhaps thy 
other members of the committee would like to ask some questions. 

The Cuatrrman. Mr. Harris, did Mr. Yancey assist you in obtaining 
the first contract that you entered into for the lease of these buildings? 

Mr. Harris. Oh, yes. 

The Cuamman. Did you seek his advice in any way ¢ 

Mr. Harris. Yes, sir. 

The CaamrMan. Well, will you tell us about that? 

Mr. Harris. You see, I had a deal over at Independence, you see, 
and I had made a deal with him to go down and take care of that grain 
for 20 percent of the profit. 

The Carman. In other words, you had—— 

Mr. Harris. No responsibility attached to him. 

The Cuairman. You had an existing agreement? 

Mr. Harris. We had an existing deal. 

The Cuamman. With Mr. Yancey? 

Mr. Harris. Through the Independence deal, you see. 

The Cuatrman. No, I do not see it yet. 

Mr. Harris. Well, my first entry into it was at Independence, Kan 
that is where I expected to start. Then immediately-—— 

The CHamman. Why were you to start there—did the Government 
have any facilities there that you could lease ¢ 

Mr. Harris. It belonged to the city of Independence. 

The CuarMan. To the city? 

Mr. Harris. Yes, sir, I leased that from the city. 

The CHarrman. Before you got into any contract at all with t 
city or with the Government, had you agreed to pay Mr. Yancey 
his services / 

Mr. Harris. At Independence? 

The CHarrman. Yes. 

Mr. Harris. No, sir. 

The Cuatrrman. When was it that you agreed to pay him for 
assistance he might give you in leasing any of these properties ¢ 

Mr. Harrts. I did not give him any money for assisting in leasing 
the properties. I was to give him 20 percent of the net profit for 
going down and physically operating the places. 

The CHatrMan. Oh, I see, but were you to hire him—was he to have 
anything other than the 20 percent ¢ 

Mr. Harris. No, he was to bear his own expenses. 

The Cuarrman. Well now, what assistance, if any, did be render to 
you in leasing any of these properties where you stored Government 
grain?‘ 

Mr. Harris. He went to me—he told me about Camp Crowder a 
suggested it would be a lot better, which it was, than Independence. 
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So I dropped the Independence and I went over then to lease the 
properties at Camp Crowder. 

The Cuatrman. Did he make contacts for you with the officials 
at Camp Crowder ? 

Mr. Harris. He introduced me to Mr. Turney; yes, sir. 

The Cuarrman. And what assistance, if any, did he give you in 
consummating the lease ? 

Mr. Harris. That is all of the assistance he gave me. 

The CuarrMan. He simply introduced you to them / 

Mr. Harris. He introduced me to them; yes, sir. 

The Cuarrman. Did you have any difficulty in obtaining the War 
Assets representatives to grant you a lease on this property ? 

Mr. Harris. The first lease ¢ 

The Cuarrman. Yes, sir. 

Mr. Harris. Oh, no. 

The Cuarrman. They were anxious to lease, were they not? 

Mr. Harris. Yes, sir, if they could get control of the buildings. 
At that time those buildings seemed to be in the hands 

The Cuarrman. Of the university / 

Mr. Harris. Of the University of Missouri; yes, sir. And when 
they could get that, why they would be glad to lease it to me; yes, sir. 

The Cuarrman. But the facts remained, though, that they were 
anxious to lease the property ? 

Mr. Harris. Yes, sir. 

The Cuamman. To you or anybody else that desired it ? 

Mr. Harris. Anybody, yes, sir, that is true. 

The Cuarrman. Now you say that you entered into this lease for a 
period of a year and that it was toe xpire in July of 1950, is that correct ? 

Mr. Harrts. What is the date of it? Expired June 30, 1950. 

The CHarrmMan, June 30, 1950? 

Mr. Harris. Yes, sir. 

The CHatrMan. Why did you get apprehensive in January when 
you wrote the letter to which you have just referred that you were 
not going to get a renewal of this lease or that you were bothered about 
it! 

Mr. Harris. Well, I knew that I had this wheat there, some 919,000 
bushels of wheat, and if I was going to have to carry that over—I had 
already emptied about half of it that I had in milo—and I wanted to 
be—and I had paid a year’s rent on the buildings and I had about half 
of it empty—I knew that if I could get it refilled I'd have to have an 
extension of the lease before I could get—ask for them to put in stuff 
ior another year. 

The Cuarrman. Why were you anxious to renew the lease if as you 
say it was one-half empty ¢ 

Mr. Harris. Because I had—it was all one lease, and I had this 
919,000 bushels of grain in there that I had to protect under the 
contract. 

The Cuatrman. That is all right for what you had in there. Did 
you not write with the expectancy of getting more business from the 
Commodity Credit Corporation—was that not one of the things? 

Mr. Harris. I wanted to fill up the space. I had only had about 
four months and some days storage on this first milo that I sent out, 
from the time I finished loading until I loaded it out, and I had not 
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had it in there very long. I had paid for the space. I wanted to ¢g 
some of my money back. 

The CuarmmMan. You say you got no answer from the letter that 
now in the record ? 

Mr. Harris. No, sir. 

The (HAIRMAN. Whom cid you first contact in order to obtain 
renewal of this lease ? 

Mr. Harets. I think that I talked to the Commodity Credit Cor 
ration first, I believe I did. 

Che CHarrMan. Did you talk in the meantime to Mr. Yancey? 

Mr. Harris. Oh, the chances are that I did: ves, sir. 

The Cuatrman. Do you remember whether or not you did ¢ 

Mr. Harris. I am sure that I did, yes, I am sure that I did. 

The CHatrmMan. Did he in any way assist you in negotiating 
try ing to negotiate a second lease / 

Mr. Harris. Not until this date that I told you about. 

The CnarrMan. You mean the meeting in the hotel 

Mr. Harris. Yes, sir. 

The Cuarmman. And what difference was there in the offer that 
Mr. Yancey made you at that iime to the offer made for the first time 
when you entered into this lease ? 

You say you offered to give him 20 percent. 

Mr. Harris. That was labor to operate it. 20 percent. 

The Cuamman. And you are certain this other was not a labor 
offer ? 

Mr. Harris. Beg pardon? The second was not a labor offer. 

The Cnamman. The other was just an outright percentage / 

Mr. Harris. Yes, sir. 

The Cuatrman. Of such profits as you might make ? 

Mr. Harris. That is right. 

The Cuarrman. There can be no misunderstanding about that? 

Mr. Harris. I do not think so. 

The CHatmrMan. You do not think so? 

Mr. Harris. I do not believe so, either. 

The CuarrMan. And you say that these gentlemen offered to more 
or less bribe you—of course, that is what it amounted to—in the pres- 
ence of whom ? 

Mr. Harris. My son and his wife. 

The CuHarrmMan. Your son and his wife? 

Mr. Harris. Yes, sir. 

The Cuamman. Did you report this to the authorities, to any pros- 
ecuting attorney £ 

Mr. Harris. I talked to Mr. Wallace when I got home. 

The Cuamman. But you realize this wes wrong, was it not? 

Mr. Harris. I realized it was a bad-looking deal. 

The Cuarrman. Why did vou not go to the prosecuting attorney 
and have those people arrested ¢ 

Mr. Harrts. I talked to Mr. Wallace who was—I do not know at 
that time whether he was the prosecuting attorney, at that time or 
not, but he is now. 

The Cuarrman. But you did not do it, thoungh—you did not rep 
this to any prosecuting attorney ? 

Mr. Harris. Oh, no, no, I did not. 
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The Cuamman. How long after this meeting was it that you made 
contact with anyone else in regard toa renewal of this lease? 

Mr. Harris. You mean from the time that we talked about the 
percentage { 

The CuatrMan. In the hotel, yes. 

Mr. Harris. Then how long until what? 

The Cramman. How long after that was it that you contacted 
someone else to renew your lease ¢ 

Mr. Harris. I did not contact anybody else. 

The Cuarman. Was it renewed ¢ 

Mr. Harris. Yes. 

The Cuarrman. How was it renewed? 

Mr. Harris. By mail. 

The Cuatrman. How is that? 

Mr. Harris. By mail. 

The CHarrmMan. By mail? 

Mr. Harris. Yes 

Che Cuarrman. Whom did you write? 

Mr. Harris. Mr. Smith, the gentleman—— 

Che Cuarmman. Will you produce for the record the letter, a copy 
of the letter that you mailed to Mr. Smith for the renewal of this 
contract ¢ 

Mr. Harris. Well, I did not mail it to him. We have got a record 
here, I think, of where he sent the papers to me for execution. 

The CHamman. How did he come to send the papers—did you 
request them / 

Mr. Harris. I lived at Scott City; Kans., and my home office is at 
Scott City, Kans. That is where we kept our records and where we 
did our business. 

The Cuatmoan. Yes? 

Mr. Harrts. Our business is at Scott City, Kans. 

The CuamMan. Did the contract come to you without any request 
on your part‘ 

Mr. Harris. Without any further—any further action of any kind, 
the contract came to me there at Scott City. 

The CuatrrmMan. Would you say it was in response to this letter 
that you had written in January or not ? 

Mr. Harris. Well, I did not believe that it had any reference to 
that. 

Senator Kem. Was it in response to the agreement that you had 
in April inthe Phillips Hotel room? Was it not? 

Mr. Harris. I thought it was in response to the April deal and 
probably not my regular application. 

The Cramman. Mr. Harris, after this conference in the hotel 
what efforts at all did you make to have your contract renewed—what 
did you do? 

Mr. Harrts. After that ? 

The CHAIRMAN. Yes. 

Mr. Harris. Nothing. 

The CHatrmMan. Nothing at all? 

Mr. Harris. Nothing but sign the contract when it came to me. 

The Cuamman. Was the contract sent to you through the mail? 

Mr. Harris. I believe so. 

The CHatRMAN. You believe so, or do you know? 
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Mr. Harris. I think we have a file on it, I am quite sure. 

The CuHatrman. Was there a letter accompanying it ? 

Mr. Harris. Is this it—yes, sir. 

The Cuarrman. What is the date of the letter if one accompanied it ? 

Mr. Harris. May 26, 1950. 

The CHarrmMan. Will you read it? 

Mr. Harris. Yes, sir. [Reading:] 

Mr. V. M. Haragis, Sr., 
Harris Grain Co., Scott City, Kans. 

Dear Mr. Harris: Enclosed find a copy of lease by and between the Gene: 
Services Administration, Liquidation Services, and V. M. Harris, Sr.— 
they have got it V. M. Harris, Jr., a typographical error there—— 
covering buildings at Camp Crowder. Receipt is acknowledged of your che 
for $5,571.17 which was attached to the executed copies. 

The CHatrman. Judging from that letter the contract must have 
been sent to you previous to that, to the date of that letter. 

Mr. Harris. Here is something else. 

Senator Arken. Can we tell when the renewal contract was dated, 
Mr. Chairman? 

The Cnatmman. When was the renewal contract dated, Senator 
Aiken would like to know. 

Senator Arken. That would give us some idea of whether the April 
conference may have had a bearing on it. 

Mr. Harris. The 19th day of May 1950. 

Senator Arken. The 19th day of May 1950? 

Mr. Harris. Yes, sir. 

Senator Arken. That was about a month after r you had the meeting 
in the hotel ? 

Mr. Harris. Yes, sir. 

The Cuarrman. Now, Mr. Harris, you say that you made no further 
effort 

Mr. Harris. Not that I remember. 

The Cuarrman. To obtain a renewal of this lease after the co 
ference in the hotel? 

Mr. Harris. Not that I can remember of, sir. 

The CuHarrMan. Did you at any time discuss the charges that were 
made to you for the use of this property? I notice in the letter that 
we have already introduced in the record that you complain of the 
terms of the lease. 

Mr. Harris. That was in my letter of January 14, I believe. | 
thought it should be. 

The Cuatrman. Did you at any time discuss with anybody a change 
in those rates? 

Mr. Harris. Not that I have any recollection of. I think it is just 
a matter of my letter. 

The Carman. Was there a change at all from your origina 
contract ¢ 

Mr. Harris. There is a little change. The rate was the same as 
I believe it to be, except that they added a coverage contract on the 
building and allowed me approximately $1,000 off of the lease in the 
event that they deemed it necessary that I spray the roofs. I think 
they took off about a thousand dollars off of the cash rental since that 
was about what it would cost if they wanted it sprayed. 
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The Cuarmman. Who brought that to their attention ? 

Mr. Harris. You mean that spraying? 

The CuHarmman. Yes. 

Mr. Harris. I did not know anything about that until the contract 
came out, I do not believe. Iam sure I did not. 

The Cuarrman. How could that have been changed without you or 
someone bringing it to the attention of the Government ‘ 

Mr. Harris. You mean? 

The Cuatrman. The change in the lease, yes; either you or some- 
body representing you must have done it—would that not be fair to 
assume ¢ 

Mr. Harris. Well, Mr. Turney is the one that changed the lease. 

The CHatrMan. Did you talk to him about it ¢ 

Mr. Harris. It seems to me like I did. 

The Cuarmman. When? 

Mr. Harris. Oh, about the time or after or about the time that the 
lease was being made. 

Now this is from memory, and that is quite a while back. I just 
cannot remember. 

The Cuatrman. Well, you seem to remember—— 

Mr. Harris. It seems to me like that I had some conversation 
with him about it previous to the time. I am just saying this from 
memory. As to this smearing deal. The price, I did not anticipate 
that I was getting the property at any less rate than the original 
lease, and I do not think I did. We put in a lot of money in repair 
work, such as repaired a lot of doors and docks and stuff like that. 
We have spent a lot of money on it that was never taken into con- 
sideration or a credit for us in any way. 

The CHatrMan. You mean in your original lease ? 

Mr. Harris. Yes: or the second one, either. 

The Cuatrman. You stated a moment ago that you had not talked 
to anybody about this lease before you had this meeting in the hotel. 

Mr. Harris. I am just telling you now that I cannot remember as 
to when I did say anything about that smearing deal, that brushing 
deal—that is the only thing. 

The Cnatmrman. That is the only thing that sticks in your mind 
at this time? , 

Mr. Harris. Yes, sir, that is the only thing that is in my mind. 

The CHatrman. I see. 

Mr. Harris. Well now, as to whether it was after I got the lease 
or what, I just cannot tell you, I do not know. 

The Cuarrman. Mr. Harris, can you not remember or recall whether 
or not you talked to anybody about this lease prior to the meeting 
at the hotel ? 

Mr. Harris. Talked about getting a renewal ? 

The Cuatmrman. Yes, - 

Mr. Harrts. Yes, sir; I said I am sure that I talked to some of the 
boys of the Commodity ‘redit Corporation. 

The Cuarrman. Could you tell us who they were? 

Mr. Harris. I talked to Mr. Yancey. 

The Cratrman. Could you tell us with whom you talked at the 
Commodity Credit Corporation ? 

Mr. Harris. Well, it was either both or Mr. Cowan and Mr. Hall. 
either or both of them. 
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The CuatmrMan. That is before the meeting in the hotel ? 

Mr. Harris. That is before, yes, sir; I had any promise of a lea 

Senator Kem. Mr. Hall also appeared at the meeting in the hot 
lid he not—he came over there? 

Mr. Harris. Yes, sir. He brought over—they required—Mr. Sin 
wanted me to show some evidence that I could get the erain to | 

at extra space that I had unloaded. 

The (CHAIRMAN, Did you not have to do that when you got t 
original lease ¢ 

Mr. Harris. No. I did not lease it for handling Commodity Cr 
erain at all. 

Phe CHatrMAN. You did not ? 

Mr. Harris. No, sir. 

Che Cuarmman. Did you make any showing that you had gra 
vailable for storage ? 

Mr. Harris. Yes, sir; I told them we had what looked like a big ero) 
out in western Kansas in prospect, and that we could not get ar 
storage, the storage was all filled up, and that I wanted some pl 
io go W ith it. [ leased it for the first purpose of taking care of om 
grain out West. I had no idea of using Government-owned gra 

The Cuatmrman. Did you receive any intimation from anybody, | 
't from the Commodity Credit representatives or the War Assets repre 
sentatives or any Government official that you might have difficult) 
n renewing this lease prior to your meeting in the hotel / 

Mr. Harris. Nobody ever said anything to me about it. I was just 
trving to get it. 

The CuHamrMaNn. Yes; now after your meeting in the hotel can vy 
recall anybody with whom you discussed this lease, or renewal 
this lease ? 

Mr. Harris. Well, just right at this minute I do not recall, unless 
t is some of these that J have told you about. 

The Cuatrman. Mr. Harris, | cannot conceive of the lease hav 
been renewed as it was and the changes made without some pl 
discussion. 

Mr. Harrets. I believe that it was. 

The Cuamman. You believe it was—after the 

Mr. Harris. Yes, sir; I believe it was. 

The Cuamrman. With whom do you believe it was? 

Mr. Harris. Changed it. 

The (CHAIRMAN. Yes, you cliss ssecl the renewal of it. 

Mr. Harris. Well. if it was with anyone, it was Mr. Turney 

The Cuatrman. Turney / 

Mr. Harris. Who is dead. 

The CuatrMan. Who else? 

Mr. Harris. I do not remember of anybody. 

Senator Aiken. Did you think, Mr. Harris—did you consider t! 
the April meeting in the hotel settled the fact that you would get 
renewal of the lease? 

Mr. Harris. Yes. 

Senator Arxen. Then in about 2 or 3 or 4 weeks later, you did get 
a renewal of the lease with some changes which you could accept 
not, and you felt you had to accept them, is that it? 

Mr. Harris. That is right. 
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The Cuairman. Just a minute now, did you discuss terms of the 
lease in this hotel meeting ? 

Mr. Harris. No. 

The Cuatrman. Nothing about the changes? 

Mr. Harris. No: never did. 

The Cnamman. You say Mr. Turney was not at the meeting in 
the hotel ¢ 

Mr. Harris. No, sir: he was not. 

The Cuatrman. When you contacted Mr. Turney after the hote! 
meeting did you discuss anything about this percentage cut‘ 

Mr. Harris. No, sir. 

The Cuarrman. Why did you not? 

Mr. Harris. I did not talk with Mr. Turney. 

Phe Coamman. Why did you not? 

Mr. Harris. Because I did not want— 

Senator Kem. Did you 

The CuatrMan. Just a moment. I would like to follow throug! 
with this now, Senator. Just a moment. 

You stated here a while ago that you understood that Mr. Turney 
was rong to get a cut! 

Mr. Harris. That was in that meeting. It just seemed to me like 
in that meeting there, in that hotel room, that probably Mr. Tun e\ 
was to be in the deal. 

The CHATRMAN. Did anvbody tel] you he was rong to be mn 


l/ 


Mr. Harais. I'd hesitate to swear that they did. 
CHamman. Well, 1 thought you said he was in the deal a while 
. Of course, the record vill speak for itself, 
r. Harers. I feel like—I felt like that he was. 
‘he Cuarrman. And you say that when you discussed the matte 
. Turney for the renewal of this lease that you did not make 
mention of that to him? . 
Mr. Harris. Well, I tell you, I cannot tell you for sure that I talked 
to Mr. Turney before | rot the lease. I cannot tell you that Id 
The CHatrrman. You cannot say that you did? 
Mr. Harris. No: that is right. 
Phe Cuatmmman. Are you willing to swear that you did not ? 
Mr. Harris. Mr. Senator, I'd hesitate to swear to something that 1 
i 1s not completely clear on. 
Mr. Correr. Mr. Harris, I frankly do not understand a lot 
here. You originally made an arrangement with Don Llo 
d you not, for 20 percent share of the operation ¢ 
Mr. Harris. Yes, sir: work. 
Mr. Correr. And you had another agreement with Mr. Ya 
for 20 percent of the operation ? 
Mr. Harrts. Yes, sir. 
Mr. Correr. That was 40 percent of the operation ? 
Mr. Harris. Yes, sir. 
Mr. Correr. And then time went on and you wanted to get a new 
ise, and there was a further discussion about an additional pet 
centage that you would have to give away, is that right, which 


mounted to 35 percent. Now 35 percent added to 40 percent would 
vo percent of your operation that you say you sat there in the hotel 


} 
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that night and gave away because somebody asked you to, is that 
correct ¢ 

Mr. Harris. I think you have the wrong conception, Mr. Senator. 

Mr. Correr. My name is Cotter. 

Mr. Harris. Mr. Lloyd was gone at that time. I let him out, and 
he was gone at that time. He left along about in December of 1949 
and was no longer with me. 

Mr. Correr. Had you bought him out at that time ? 

Mr. Harris. Yes, sir. 

Mr. Correr. When did you buy him out ? 

Mr. Harris. Do you have the date there? 

Mr. Wau.ace. Not in this file, I do not believe it is. 

[ can get it for you. I have it in the other file. Do you want 
that information ? 

Mr. Correr. I would like to relate it to this time. 

Hr. Harris. Some time in December of 1949. 

Mr. Correr. So you bought 

Mr. Harris. Mr. Yancey had never worked as we had anticipated 
to start with, when I wrote a contract with him. 

Mr. Correr. Mr. Yancey had not ? 

Mr. Harris. No; I expected- 

Mr. Correr. Or Mr. Lloyd—who are you talking about ? 

Mr. Harris. I expected him to be on the job when I made that deal. 
I wanted to be out home. And I wanted the two of them to operate 
the place. 

Mr. Correr. Lloyd and Yancey ? 

Mr. Harris. Yes, both of them. 

Mr. Correr. You gave them—— 

Mr. Harris. That is when I first started. I wanted them to operate 
the business, so that I would not have to be down there and could be 
out home taking care of my business. 

Mr. Correr. Did they not go down there? 

Mr. Harris. Lloyd did—Mr. Lloyd did, but Mr. Yancey did not go 
down there and stay there at all. He made a very few trips down 
there, but he never stayed there. And my idea was to have someone in 
charge there, you see. 

Mr. Correr. You did have at the time of the conference in the 
hotel—you did have a firm agreement with Yancey to share 20 percent 
of this business; is that not correct ¢ 

Mr. Harris. Had he worked, but he had not worked. 

Mr. Corrzr. Had you told him that you were revoking that agree 
ment prior to this April 17 meeting ¢ 

Mr. Harris. No; I did not tell him I was revoking it. 

Mr. Correr. You were using his services at that time in connection 
with the renewal and so forth, were you not ? 

Mr. Harris. Well, I knew he knew the board. 

Mr. Correr. Had you told him that you were not going to pay 
him the 20 percent that you had agreed to pay him at that time! 

Mr. Harris. No; I did not. 

Mr. Correr. He was going on the assumption that he was a 
percent partner of yours? 

Mr. Harris. I was just under the assumption that he knew that he 
had not worked and that he would not expect 20 percent. 
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Mr. Correr. Although you had an agreement ? 

Mr. Harris. Beg pardon? 

Mr. Correr. Although you had an agreement with him, and 
although you were asking him to do things, is that right 

Mr. Harris. Well, I went to the—sure, that is right. 

Mr. Correr. You were continuing to use his services and you had 
an agreement with him to pay him 20 percent of the profits, but you 
had a feeling that you were not going to pay him; is that it? 

Mr. Harrts. I had a feeling that he knew, and I knew, that he had 
not worked and that he was not expecting. 

Mr. Correr. Did you discuss that with him—did you tell him before 
the April 17 meeting that he was not going to get any part of the 
profits ¢ 

Mr. Harris. No; I do not think we ever talked that. I do not think 
SO. 

Mr. Correr. He was there that night under the assumption on his 
part, I assume, that he was a 20-percent partner of yours, is that right 4 

Mr. Harrts. I do not feel like that he felt that. 

Mr. Correr. If he had felt that way, then he would have been black- 
mailing you, or call it anything you want, for another 35 percent, is 
that correct ¢ 

Mr. Harris. Well, if he had thought he was getting 20 percent plus 
this other cut, why it would have been. 

Mr. Correr. Did you ask him what about the 20 percent I am sup- 
posed to be paying you when they came on with the 35 percent ? 

Mr. Harris. I do not remember what was said about that, if it was 
said. I do not remember. 

Mr. Correr. Mr. Harris, you have talked to representatives of this 
committee from time to time on a number of occasions, have you not, 
about this case and about this particular incident ? 

Mr. Harris. Yes, sir. 

Mr. Correr. Did you ever tell anyone prior to today that your son 
and his wife were present at this meeting ¢ 

Mr. Harris. Yes; I talked. 

Mr. Correr. Who did you tell? 

Mr. Harris. Mr. Zeglin. 

Mr. Correr. Who? 

Mr. Harris. Mr. Zeglin. 

Mr. Corrrer. Of the Department of Agriculture ? 

Mr. Harris. Yes, sir. 

Mr. Correr. The investigator. When did you tell him, a few days 
ago ¢ 

Mr. Harris. Oh, that was not long ago. In fact, I had forgotten 
about my son and his wife being there. 

Mr. Correr. Were they registered there at the hotel with you at that 
time ? . 

Mr. Harris. Yes; they were. 

Mr. Correr. And they were present ? 

Mr. Harris. And we checked into it and found that they were there. 
[ had forgotten. 

Mr. Correr. And they were present at this conversation where this 
highly improper proposal was made to you? 

Mr. Harris. Yes, sir; that is right. 
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Mr. (OTTER. These people were pretty bold, were they not, pl 
tically in a crowd to hold you up for 35 percent ? 

Mr. Harris. I sure thought so, yes, sir. 

Mr. Correr. You had never talked to Mr. Turney about any 35 pe 
cent, had you? 

Mr. Harris. No. 

Mr. Correr. Had Mr. Turney in any of his negotiations—Mr. Tu 
ney who is the employee of War Assets—in any negotiations he had 
had with you ¢ 

Mr. Harris. We never did talk about a split of any kind. 

Mr. Correr. Mr. Harris, will you listen to this question ? 

Had he ever given you any indication in any negotiations he 
ever had with you that he expected any type of a split? 

Mr. Harris. No, sir. 

Mr. Correr. Or anything but his salary for the work which he was 
doing in this renewal? 

Mr. Harris. No: he never had. 

Mr. Correr. Why did you bring his name into it at this conferen 

Mr. Harris. Because—— 

Mr. Correr. Just a minute. Mr. Yancey and Mr. Smith, they cid 

t bring his name in, did they / 

Mr. Harris. I do not think they did. 

Mr. Correr. Let me read you a statement that you gave to a me 
ber of this committee on December 11, 1951. I will read just a p 
lie re. 

Senator Kem. Who was the member of the committee that he gav: 
the statement to? 
Mr. Correr. I think it was probably Mr. Kendall. | Reading 
e lease should be ewed and asked What was 
ilso indicated that he wanted a cut And I asked w! 
asked for 40 percent of the profits, and I told them I co 
asked for 35 percent of the profits and I finally 
> percent No other name had been mentioned 
‘e in the cut, but when I offered a cut of 35 percent of 
as to be shared equally with Mr. Yancey, Mr. Smith 
acreed to that arrangement 
So you are the one that put Mr. Turney in on this, is that right ? 
Mr. Harris. That is the way I remember the thing. 
Mr. Correr. And Mr. Turney had never indicated that he wo 
highly irregular thine—this is bribery, is it not? 
Mr. Harris. Well, that is the way I remember it. 

Mr. Correr. Is this not bribery—are you not alleging that an e: 
plover of War Assets, in ordet tot new the lease— 

Mr. Harris. It was my thought that they were all in one deal, t 

of them, von see. That was my idea, that the three of them ws 
I h ic that idea from the way we talked. 

Mr. Correr. You have indicated in previous testimony here 

ere in somewhat of a box, that you had to deal with the 
that you had to renew your lease. is that not so? 

Mr. Harris. Yes, sir. 

Mr. Correr. Actually, the reason you renewed your lease was put 
a profit motive to you, is that not right—you wanted to renew t 
lease—yvou wanted to put more grain in the facility, is that not so‘ 


“o ror sur rn 
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Mr. Harris. No: I did not want the place, and I have got a letter 
that 1 wrote, and I would be glad to submit it to you, about November. 

Mr. Correr. November of which year ¢ 

Mr. Harris. That I did not, of 1949, that I did not, that I wanted 
to be out of it. 

Mr. Correr. Could you not have gotten out ? 

Mr. Harris. | do not know how ] could. 

Mr. Correr. Could you not have gotten out of the lease ? 

Mr. Harris. Beg pardon? 

Mr. Correr. Could you not have gotten out of the lease ? 

Mr. Harris. You say could I have gotten out / 

Mr. Corrrer. Yes. 

Mr. Harris. I couldn't. 

Mr. Correr. Your lease expired in July 1950, did it not ? 

Mr. Harris. I had wheat in there. and I had to do something as 
ion” as—I could not turn the place to somebody else, I had to stay in. 

Mr. Correr. Did the Commodity Credit Corporation ever refuse 
to permit you to ship that wheat out of there prior to the expiration 
of your lease on July 1, 1950? 

Mr. Harris. I never did ask them, because—— 

Mr. Correr. Well then, you do not know then, do you? 

Mr. Harris. Well. of course, | do hot know it. 

Mr. Correr. So you were not under such terrific pressure at the 
time that you renewed this lease ? 

Mr. Harris. I felt like I was. 

Mr. Correr. You did? 

Mr. Harris. Yes. 

Mr. Correr. And you felt like your business partner was blackmail 
ng you for an additional percentage over the 20 percent he was get 
tng, and you felt that this War Assets attorney Smith was bribing 
you for a share and you also felt, although you had no reason to feel, 
that a man by the name of Turney who had never indicated anything 
like that, that he was also in it. is that right? 

Mr. Harris. Mr. Turney was not there at that meeting and I was 
ust assuming—an assumption, apparently, that he was in this de- 

d. I was just assuming that in my mind. I had no—he was not 
there 


Mr. Correr. Were you not highly shocked at such a proposal as 


Mr. Harris. Yes; I was. 

Mr. Correr. And what did you do about it? 

Mr. Harris. Shocked. 

Mr. Correr. Yes: I mean, what did you do about it? 

Mr. Harris. I went to Mr. Wallace. 

Mr. Correr. You talked to Mr. Wallace, who is your attorney ? 

Mr. Harris. Yes, sir. 

Mr. Correr. Mr. Wallace, are you going to be here a minute? 

Mr. Wannace. Yes: I will be here. 

Mr. Correr. And what did he tell you? 

Mr. Harris. He told me not to oO ahead with making anv payment 
or any kind, or words to that effect. 

Mr. COTTER. Did he not adv ise you that u crime had been committed 

en vou had received this proposal, that that amounted to a Federal 
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Mr. Harris. He will have to testify to that. He said, or, as I r 
member it, that it was a dangerous proposition. Whether it was a 
crime or not, he was not so sure, but that it was not a legitimat, 
business and asked me if I had paid them any money and I told him, 
no. Then he said I should not make any payments, at least make an) 
payments on that kind of a deal. 

Mr. Correr. Did he not tell you, you would have to report it to th. 
authorities ? 

Mr. Harris. No. 

Mr. Correr. Did he not tell you that it would be a felony if you dil 
not report it to the authorities? 

Mr. Harris. No. 

Mr. Correr. Let me read you the section. It is section 4 (h) o! 
title 18, of the United States Code: 

Whoever having knowledge of the actual commission of a felony cognizable by 
a court of the United States conceals and does not as soon as possible mak: 
known same to some judge or other person in civil or military authority under 
the United States shall be fined not more than $500 or imprisoned not mor 
than three years or both. 

Did he not tell you anything about that section ? 

Mr. Harris. No; he did not have the law there. He just talked. 

Mr. Correr. He is a lawyer, is he not? 

Mr. Harris. Yes. 

Mr. Correr. You were paying him to represent you ? 

Mr. Harris. Yes. Why sure; I always paid him—I pay my at 
torneys. 

Mr. Correr. Mr. Harris, is Mr. Yancey claiming that you owe hi: 
profits under this contract? 

Mr. Harris. At the last meeting he claimed that I owed him, he 
wanted an audit of the books to show how much profit the busines: 
had made. He wanted to know, the terms at which, or, the basis at 
which he was wanting to be settled with, if we had a profit. I do not 
think that he has come out and said what basis he wanted. 

Mr. Correr. You have got a contract, have you not ? 

Mr. Harnts. The main thing is that he had been asking for a stat: 
ment of the profit and loss of the business and up to this time—I do 
not know what it is going to be. 

Mr. Correr. It occurs to me that you have this civil dispute wit! 
him, and in view of some of the unusual facts in your story I a: 
wondering if some of this might be a figment of your imagination, 
some of this hotel business, which might be a defense to that civil 
suit—do you have anything to comment in that respect / 

Mr. Harris. No; I do not think so, if I understand your question. | 
do not believe I do. 

Mr. Correr. You did lose heavily on this operation, did you not ? 

Mr. Harris. Beg pardon? 

Mr. Correr. You lost heavily on this operation with the Commodit 
Credit Corporation in the storage operation ? 

Mr. Harris. That depends on the final results. I do not know yet. 

Mr. Correr. Is there not an indication that you have lost severa! 
hundred thousand dollars? 

Mr. Harris. According to their reports there is, yes, sir—according 
to their bills that they have presented, there is, yes, sir. 
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Mr. Correr. Was there not a great physical shortage as a result of 
your putting the grain in and taking it out 
“ Mr. Harris. Well, technically I would have to say I would not know 
about that. 

Mr. Correr. What do they say, how many bushels you are short 
of wheat ¢ 

Mr. Harris. From the point of origin and point of destination and 
the fact whether it was ever unloaded or not unloaded, whether it 
made any difference or not, I do not know, except as stated in particu- 
lar instances what it would be. 

Mr. Correr. How many bushels of milo did you store there over 
that period ¢ 

Mr. Harris. May I have my secretary back there to help me? 

The CuarrMan. All right. 

Mr. Correr. If I give you the figure could you tell me approximately 
if it were correct, a figure of 919,460.82 bushels of wheat ? 

Mr. Harris. I think that is about right. 

Mr. Correr. Then I have a figure of 1,185,004.34 hundredweight of 
grain sorghum. 

Mr. Harris. I believe the second or the first? 

Mr. Correr. How? 

Mr. Harris. The second or the first ? 

Mr. Correr. That is all of it, is it not, 1,185,004.34 ? 

Mr. Harris. The first milo, there was stored 43,756,840 pounds. 
That is the first milo. That is according to records furnished us by 
the Commodity Credit Corporation. 

The second milo, we have 74,743,594 pounds. 

Mr. Correr. That adds up to one-million-one-hundred-eighty-five- 
odd thousand ? 

Mr. Harris. That was the amount in, according to their records. 

Mr. Correr. After you got through shipping it out the Commodity 
Credit Corporation reflects that you are 43,419.18 bushels of wheat 
short and 27,112.73 hundredweight of grain sorghum short. 

Mr. Harris. Yes, sir. 

Mr. Corrrer. They have a claim of $350,584.01 for wheat—I think 
that is the combination of the shortage and the depreciation, is that 
not correct—the wheat claim of the three-hundred-fifty-odd thousand ? 

Mr. Harris. We have a record, but that sounds about what it would 
be. 

The Cuarrman. Are you ready to answer the question ? 

Mr. Harris. The answer on the wheat, I have the answer on the 
wheat here, sir. 

The Cuarrman. Proceed. 

Mr. Harris. The quality discount, $237,256.86. The quantity, $108,- 
70.34. 

Other charges, that would be probably transit or commissions or 
something, would be $5,256.81, or a total debit of $350,584.01. That is 
on the wheat, 

The CuarrmMan. That is the total claim on wheat alone ? 

Mr. Harris. That is the wheat claim total, yes, sir. 

Mr. Correr. Now can we have the milo? 

Mr. Harris. The first shipment of milo on quality, $7,311.05. Quan- 
tity, $17,746.32. That is the first milo. 
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Mr. Correr. What about the second milo? 

Mr. HARAIB. Quality, $12,325.80. Quantity, $44,011. os 

They have it here tonnage charge in ack lition of $691.; 

Mr. WALLACE. May we be off the record? I believe en is confusi 
in one of the papers I handed him. 

The Cuarrman. Very well. 

(There was discussion off the record.) 

Mr. Harris. Yes; on this first milo they gave us credit which re 
duced this total of $25,057.37. They reduced that down to $7,299. 1' 
because of the storage charges and handling, loading in and out charg 
on that first milo. That reduced that debit memo to seven thousa: 
dollars and something. 

Mr. Correr. There is a total claim of four-hundred-and-fourtee: 
odd thousand against you that the ¢ ‘ommodity Credit Corporation h 
brought, is that not so—vour total claim is four-hundred-and-fourtee: 
odd thousand ? , 

Mr. Harris. I have not added them up, but I have given you th. 
here. In these figures why we had not taken off this 17,000 that th 
admitted that they owed, some $17,000. 

Mr. Corrrr. That claim arose from a shortage in the oTain whi 
you returned from your warehouse to the Commodity Credit Corpo 
tion and a depreciation in the quality of the grain which it had stor 
there / 

Mr. Harris. Yes. 

Mr. Correr. I understand that vou made no weighing except so 
small quantity of truck weights either on incoming or outgoing gra 
is that right ? 

Mr. Harris. That we made some reports? 

Mr. Correr. No. I understand that you did not weigh your gi 
t xcept for a minor i reentage of it. 

Mr. Harris. We weighed 102 cars from an outlying buildin 
102 cars we weig! hed over this little truck scale that they had in 
camp. 

Mr. Correr. Why did you not take more precautions of protect 
vourself on your incoming weights and vour outgoing weights t! 
you did ¢ 

Mr. Harris. Well, it would have been very expensive. 
had the tracks along the buildings it would have been very expensiy 
to haul them over to these. We never got anything extra, Al 
ince of about 21 » cents : bus! 


he BEAL 


got was the regular rate, less the insur 

Mr. Co7 rER. ‘| he Midwest operation was also at Camp Crow 
They weighed both in and out, did they not ¢ 

Mr. Harris. Yes: but their bi ildings were all off of the track 

Mr. Correr. Could you not make arrangements to get railro 
weights near your facility, both on incoming and outgoing grai 

Mr. Harris. We did not have much luck. We had 100 cars weigh 
in) Kansas cj ty ot railroad weights, to see how they checked. Al 
on the basis ol that our men in charge told me they were wt or] 
about the same as the billed weights. but in checking it over j 
recently why we find that there was 100 ¢ ave thev had not allow: 
for the grain doors in deducting, which would have made about 4 
pounds per car difference in their weights. 

Senator Tuyr. How many thousand cars of grain were handk 
all told? You see, there would be 450 pounds per car for the gra 
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loors that were installed at the time that the cars were filled. If we 
new how many cars you had wsa iotal we would vet some ene ral idea. 

Mr. Harais. I was figuring that the shortage was about 460 pounds 
per car under na railroad weights at Kansas City. We had a total— 
where are those cars—how many cars we had—l had a list of them. 

Mr. W ange Here are some. 

Mr. Harris. First milo was 412 ears. Second milo was 700. That 
was 1.112 cars. Where is the wheat here / 

Mr. Wauvace. Look on the very next page. 

Mr. Harris. There is a total of 1,689 cars of wheat and milo. 

Senator Ture. How many ? 

Mr. Harris. 1,659 cars total shipped into C ry ot rowder. 

Senator Aiken. If the grain doors were not culated in any case, 

aL We uld mean around UU bush ‘is Ulhacco lial for only, would 
t not, 450 pounds and 71 2 bushels per car ¢ 

Mr. Corter. Is it conceivable that any of the grain was taken, was 
stolen, while it was stored at Camp Crowder, in your opinion? 

Mr. Harris. Never any indication of it that I could ever hear of. 

Mr. Correr. How much of the time did you spend there, Mr. Harris? 

Mr. Harris. Beg pardon! 

Mr. Correr. How much of the time did you spe nd there? 

Mr. Harrts. Oh, I was in there quite as often as I could be. 

Mr. COTTER. Who did you keep there consta ntly did you have a 
foreman or somebody there that you kept there / 

Mr. HARRIS. Yes, I had a man by the name of Mr. Lloyd. 

Mr. COTTER. Don Lloyd? 

Mr. Harris. Mr. Lloyd was there. 

Mr. Correr. Don Lloyd ¢ 

Mr. H ARRIS. Yes: Mr. Don Lloyd was there all of the time. rie was 
superintendent. And when he left. why then I | Mr. Richard 
McCullum, who was in charge. I always had someone there, and | 
um sure they both lived in the camp. 

Mr. Correr. Would your son spend any time there / 

Mr. Harris. My son spent quite a lot of time, quite a lot of time. 
His job was helping to keep the machinery built up and in shape so 
that it would operate. 

Mr. Correr. You did not have too good success in keeping your 
grain in condition, did you? , 

Mr. Harris. Well, my candid opinion of the milo was that we had 
it in very good condition. l have handled lots of milo. I never 
had it show up bad like that inspection showed. And it looked just 
as good to me as any milo I ever shipped. I could not see anything 
wrong with it myself. 

Mr. COTTER. But it was down eraded at the other end, was it not ¢ 

Mr. Harris, That is what it would indicate to me. that is what 

; belief would be. 

Senator Tuyr. Who graded that? Was it a State inspector? 

Mr. HArRIs. Well, it would be the man from Carthage. I think 
hat is under the Missouri inspection. 

Senator Ture. I beg your pardon, go ahead. 

Mr. Harris. And I am not sure that all of it was graded there, 
ecause I felt like that the grades were pretty rotten. They were, 
I thought, calling good milo sample om account of the fumigant. 


1) 
| ow 
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Senator Ture. Did you protest any of the grades that you received 
on it? 

Mr. Harris. I told Commodity Credit I was very dissatisfied wit 
them. 

Senator Ture. How long a time from the time that your cars wer 
shipped out until you got a report on it from the Commodity Credit ’ 

Mr. Harris. You mean an official report ¢ 

Senator Tryer. Yes; an official report, so that you could protest 
the inspection and the grade that they gave you on the grains that 
were shipped ? 

Mr. Harris. Give me the dates that I received those inspectior 
on the first milo and the second milo and the wheat when we got th: 
inspections. 

Senator Ture. I was wondering whether you had any way of pro 
tecting yourself on the grains that were shipped out. 

You would ship a car under a certain date. Under another date 
you would receive a report on the quality of that grain as it was 
inspected and then you would have to have an opportunity to prot: 
that and to check on whether you had any assurance of safeguarding 
it. 

Mr. Harris. I did that by telephone a great deal. We had a great 
deal of telephone correspondence over it. It was off-graded ani 
of course, I told the Commodity Credit that I just refused to ask for 
the cars to be inspected because I did not feel like it was right. | 
just did not feel like they were giving it the kind of a grade that it was 
entitled to, and I just did. 

Senator Ture. You mean the Commodity Credit Corporation was 
not giving you the grade of this grain? 

Mr. Harris. The inspector at Carthage I did not feel was giving 
usa just grade. I did not feel that he was. 

Senator Ture. What recourse would you have if you did not get a1 
official inspection on that as you shipped it out ? 

Mr. Harris. I would not have very much recourse on the milo 
I just would not have it. 

Senator Arken. Did you store any other milo? 

Mr. Harris. I just have to pay that quality on that milo regard 
less of what I felt like. 

Senator Tnyr. The question really that I am concerned with 
how much time elapsed from the time that the car was shipped o 
until you received an official notice of the grade and quality of t! 
car. 

Mr. Harris. Well, sir, I can answér that now. That is a long one 

I will read here: 

Enclosed— 
this is from Mr. Izzard—— 

Mr. Correr. Who is Mr. Izzard ? 

Mr. Harris. He is Inventory Settlement Unit, P. M. A. Com 
modity office, Kansas City. E. A. Izzard. [Reading:] 

Enclosed you will find weights and inspection certificates, together with « 
condition reports on the cars of milo shipped by subject warehouseman duri 
February and March 1950, on the loading orders and cars per attached list 

We received those inspections,on March 7, 1952. 

Senator Tryr. What is the date of this communication to you! 
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Mr. Harris. March 6, 1952. 

Senator Tuyr. March 6, 1952? 

Mr. Harris. Yes. 

Senator Ture. And the grain was shipped out in February and 
March of what year? 

Mr. Harris. 1950. 

Senator Ture. 1950? 

Mr. Harris. Yes. 

Senator Tuyr. So that you received a report on the quality and 
crade of that grain two years after you shipped it. Am I to under- 
stand it that way / 

Mr. Harris. I received it on March 7, 1952. 

Senator Taye. On March 7, 1952? 

Mr. Harts. That is correct. 

Senator Ture. And you shipped the grain out February and March 
of the year of 1950? 

Mr. Harris. That is what the letter says. 

Senator Tuyr. That was the first that you knew of the quality 
and grade inspection ¢ 

Mr. Harris. Officially, yes, sir. 

Senator Ture. Officially. And was that a certified inspector of a 
State or was it the Commodity Credit that inspected that grain? 

Mr. Harris. We have the inspections here. We could give you 
definite. 

Senator Tuyr. Were they by the Commodity Credit or by an offi- 
cial State inspector / 

Mr. Harris. I would have to get—I would have to get the inspec- 
tion certificates out. We have them here in the room. 

Mr. Watiace. Yes; they were by the State inspectors at Galveston, 
Tex. 

Senator Tre. State inspectors? 

Mr. Watxace. Yes. 

Senator Ture. They were the official Texas State inspectors ? 

Mr. Harris. The grain inspection was by official inspection, called 
so on the certificates. However, the weight inspections were very 
hazy. 

Senator Tryr. Well now, Mr. Harris, it was a 2-year period of 
time from the time you shipped out until you knew that com- 
modity that you shipped was in poor grade and in poor quality, so 
that you had no way of protecting yourself by asking for a recheck 
on that grain in order to determine that. 

Mr. Harris. This is my first official information, the first I re- 
ceived, these. : 

Senator Tyr. Had you received a telephone call that your grain 
was not holding up in quality and grade ? 

Mr. Harris. Yes, we had telephone calls, lots of them all of the 
time. 

Senator Tire. Informing you that the grain was off in quality 
and in grade and, therefore, you had a very heavy dockage? 

Mr. Harris. Yes, sir. 

Senator Tuyr. Have you any recollection of the percent of dock- 
age that you suffered on that grain as it was being shipped out ? 

Mr. Harris. Are you talking about milo or wheat now ? 
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Senator Tire. Well, whichever it would be on. Was it on m 
that you were 2 years waiting for an official report, or was it on wheat 

Miss Hurcuines. Both. 

Senator Tuyr. Both milo and wheat were shipped—your secreta) 
states both. And I think, Mr. Chairman, that the record should 
show who the young lady is, what her name is and whom she is e1 
ployed by, because she answered my questons as “Both.” 

Phe Cuamman. Will you state your name / 

Miss Hurcurines. Joan Hutchings. 

Mr. Correr. You are Mr. Harris’ secretary ? 

Miss Hurcnuines. Yes, sir. 

Senator Tuyr. You stated that it was both wheat and milo t] 
were shipped out on which Mr. Harris waited 2 years for the offi 
report ¢ 

Miss Hutrcuines. No, sir. The wheat was not shipped when t 
first milo was shipped out. 

Senator Ture. Then the wheat was not shipped during the mont 
of February and March? 

Miss Hurcuines. 1950. 

Senator Tuyr. The report on this came to Mr. Harris officially « 
March 6, 1952? 

Miss HurcuineGs. No, sir. 

Senator Young. Do you mind if I ask one question there? Or 
just one or two questions ¢ 

Mr. Harris, do you not receive a notice from the State Warehouss 
Commission shortly after the car is inspected giving the results of 
the inspection ¢ 

Mr. Harris. That was at Camp Crowder, the Camp Crowder in 
spection, but we ceased to ask for inspection at Camp Crowder. Quit: 
il good many were made there, because of unfair treatment on the 
milo. What we thought was unfair. But we ceased to pay very 
much attention to the Camp Crowder. 

Senator Youne. How about the State inspection?’ What I a 
trying to get at is, do you not have the right to ask for reinspectio. 
f you are not satisfied with the first inspection of your grain? 

Mr. Harris. Yes; but it would have been the same inspector. 

Senator Younae. If not satisfied did you ever ask for reinspect i 
as most grain men do? 

Mr. Harrts. I never asked for any reinspection, because it wo 
have been the same inspector. It looked to me like that if we call 
it once he would call it again. I did not see why we should. 

Senator Youna. I have shipped quite a little grain myself and | 
often asked for a reinspection if I was not satisfied with the first one 
I think this is a customary practice with most grain men. 

Mr. Harris. Well, it is where you can get a Federal appeal, I think, 
but that would have been holding it up quite a bit. 

Mr. Watnace. On very many you shipped on official destinatior 
inspections, did you not é 

Mr. Harris. Our contract said destination official inspections 
would govern. That is what my contract said. 

Mr. Watuace. You did call for reinspections on a few cars, did 
you not? 

Mr. Harris. No; the Commodity Credit did. They were the ones, 
someone else called. 
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Mr. Wattace. There were first, second and third inspections on 
a considerable numbers of cars. 

Mr. Harris. There were some ot her inspections called. 

Senator Ture. Did the reinspection show any difference in erade 
cr quality 4 

Mr. Wauiace. Miss Hutchings can auswer specifically. 

Miss Hurcurnes. On the Federal appeals at the Gulf there were 
just one or two that showed that the inspector’s grade was changed. 
' Senator Tuye. Just one or two cars where the inspection showed a 
change in grade and quality ¢ 

Miss Hurentnes. Yes, sir. 

Senator Kem. Mr. Harris, after it had been developed that the 
Government had a claim against you, some $84,000 in cash was paid 
you by the Commodity Credit Corporation, was it not / 
~ Mr. Harris. When that was paid—when was it? 

Miss Hurceuines. In June. 

Mr. Harris. Well, of course, we were aware of the fact that there 
was a discrepancy in weights there, yes: and there was a big argument 
over the grade, too, 

Senator Kem. And the Government continued to pay your invoices ? 

Mr. Harris. They did pay it; ves, sir. 

Senator Kem. Those payments aggregated over $84,000, did they 
not ¢ 

Mr. Harris. Did you figure that out? I did not think we had 
checked that. We noticed that it was mentioned in the press a good 
many times. 

Senator Kem. The amount I have here in a memorandum given me 
by the committee is that $84,166.39 was paid you after it was known 
that a large claim was made by the Government as a result of the 
Camp Crowder storage operation. Would you say that was correct 
or incorrect ¢ 

Mr. Harris. Well, they paid us more money than that altogether. 
Just what bills, what figures, whether we have that list or not, I do 
not know, but I know we got a lot of money. That could easily have 
been that much. 

Senator Kem. When did these payments that were made after the 
Government made the claim against vou accrue ? 

Mr. Harris. The Government never made a claim. When did 
they make a claim against us? When did we receive the claim ¢ 

The Cuarrman. If you do not know the answer to the question 
just asked say so, and let somebody else answer it. 

Senator Kem. Let them develop t. the information, just as they 
h ive in answer to the other questions. 

The CHarrmMan. Yes; but he says that he does not know and I 
thought that probably the young lady who is the secretary might 
know. 

senator KEM. Perhaps she could hand him the memorandum. 

Mr. Harats. I am looking for the information. 

The Cuarman. All right. 

Senator Kem. Give us those dates. 

Mr. Harris. Would it be all right for Mr. Wallace to handle this? 
He has handled it more than I have. 

Senator Kem. Whatever the chairman says. 
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The Cuamman. That is all right. 

Mr. Harris. Let him. 

Mr. Watuace. The file discloses that the first claim in the am: 
of $7,214.51 was received by Mr. Harris on June 13, 1951. 

A second claim in the amount of $57,000 and a few hundred dol! 
was received on October 31, 1951. 

Senator Taye. And, Mr. Wallace, is that for the grain that \ 
out of condition, both in quality and grade, which had been shipped 
in February and March of 1950? 

Mr. Wauxiace. Yes, that is my understanding. 

Senator Ture. In other words, it was a year later? 

Mr. Watxace. That is correct. 

Senator Tuyr. It was over a year before Mr. Harris had a 
official announcement that his grain was out of grade and quality? 

Mr. Wautace. That is right. 

Senator Kem. What other claims were made? 

Mr. Wauuace. A third claim in the amount of $350,584.01 
received by Mr. Harris on February 2, 1952. That claim represent 
a shortage in quality and quantity of wheat shipped subsequent 
the first of the year of 1951 and March 1950. 

Senator Ture. Had he had any opportunity to protest the graile 
and the quality of that grain at the time that it was shipped 0 
so that he could have requested a reinspection of that grain ‘ 

Mr. Watuace. I cannot tell you. 

Senator Ture. Is there anything in the record that would give \ 
the information that Mr. Harris had had an opportunity to protest 
the weights, the quality and the grade of that grain at the time it was 
shipped out ? 

Mr. Wattace. It would appear to me that some indication could 
have been secured in this manner, the grain that was all slip billed 
from the place at Camp Crowder which means that it is weighed at 
the point of destination and there the weights on the cars are wir 
back to the agent at Neosho, Crowder, who, in turn, notifies Mr. Hart 
of what those weights would be, that he in turn may then make « 
the bill of lading. Now sometimes the records disclosed that a per 
of 30 days elapsed before that was accomplished. Where the g1 
was and what was happening to it in that 30 days, the file does not 
disclose. 

Senator Ture. How could Mr. Harris identify his grain in a ea 
load load when it was 30 days before he got a report back? If he p 
tested the weights and the grade, he could never identify his car, no! 
the grain itself, could he? 

Mr. WaAtLLace. Well, the car—he would be notified of the car 
number, the weights. 

Senator Ture. Yes. 

Mr. Wattace. The car number, and then the bill of lading for t! 
particular car was made out. 

Senator Ture. But that was 30 days later. 

Mr. Wattace. In some instances. 

Senator Tuye. And surely the grain would not remain in that 
for that period of time, so that Mr. Harris could have requested 
reinspection and a reweighing of that car. That car would not 
standing on a siding with the grain in it for 30 days. 
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Mr. Wauace. It appears that that would be true. However, in 
examination of some of the invoice sales that were made to or by 
credit to Mr. Harris. I note that there is a tremendous amount of 
money charged him for demurrage which was taken off of the credit 
allowed him at the sale which would indicate in some instances, at 
least, that he is being charged for demurrage for a long period of 
time while the sale was being arranged and sold and so forth. If it 
were retained in the car it. would seem that it would naturally follow 
that he would suffer the demurrage charges, if it were kept in the car. 

Senator Kem. Is it correct, Mr. Harris, that you were paid the 
large sum of money after it was known that the Commodity Credit 
Corporation had these claims against you / 

Mr. Harris. Well, I'd say that if they had the figures up, of course, 
from our records here it might indicate that the »y did not know what 
they were going to invoice me for. 

Senator Kem. They did not know. Were you paid any money 
after these claims were lodged with you ? 

Mr. Harris. After these dates here / 

Senator Kem. Yes. 

Mr. Harris. Oh, no. This is here long after, is it not? The pay- 
ments all had gone a long while before these invoices were ever made 
out. 

Senator Kem. You were not paid anything after those dates here ? 

Mr. Harris. Not after these was all done. 

Senator Kem. Now my information is that you were paid $84,000 
after a stop order had been given by the ¢ ‘ommodity Credit Corpora- 
tion to stop any further payments to you. Do you know anything 


about that ¢ 

Mr. Harris. I just read about it in the papers, is all, that they had 
a stop order in there, or that they had a stop order on some invoices. 

Senator Kem. That they went ahead and made the payments to 
you, anyway, is that correct ? 

Mr. Harris. They were paid, but that all happened a long while 
before we got any Invoices. 

Senator Kem. Before those invoices ¢ 

Mr. Harris. Ever came to us, yes. 

Senator Kem. What was the last payment that you got from the 
Commodity Credit Corporation ¢ 

Mr. Watiace. We are getting that for you right this minute. June 
0, 1951, is the last payment. 

Senator Kem. How much did you get on that date? 

Mir. Harris. We got £9 961.90. 

Senator Kem. That is 1951 ¢ 

Mr. Harris. Yes, sir: that was June 30, 1951. 

Senator Kem. What was the next prior payment ¢ 

Mr. Harris. Well, starting here, we have four payments in 1951, 
starting June 20 we received $4,384.75. 

Mr. Watuace. These are payments received in June of 1951. 

Mr. Hutenines. There are more on the other page. 

The Cuatrman. I wonder if we would make better progress if we 

k the question of someone who m: Ly know about it. 

Senator Kem. I think so, Mr. Chairman. I will not inquire about 
t. I want to find out if he knows why $84,000 was paid to him after 
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the stop order had been issued by the Commodity Credit Corpora 

Do you know why that was done? 

Mr. Harris. I did not have any knowledge of any stop order 
having been. 

Senator Kem. You did not know anything about that ¢ 

Mr. Harris. No; I did not. 

The CuairmMan. That is what he said. 

Senator Kem. You did not know about that until you read 
the newspapers ¢ 

Mr. Harris. No. 

Senator Kem. Did you make any trips to the Commodity Cr 
Corporation to try to get any payments loose ? 

Mr. Harris. Yes, I went once, I think: the $31,000. 

Mr. Wauxace. In January of what year, January of 1951? 

Mr. Harris. In January of 1951 I went in and see about it. 

Senator Kem. To the office in Kansas City ? 

Mr. Harris. Yes. 

Senator Kem. Who did you see there ? 

Mr. Watiace. You went in January and this payment was ma 
in February. 

Mr. Harris. I took the check along with me. 

Mr. Hurcuines. That is what I meant. That is, the date of 1 
deposit in February. 

Mr. Harris. This check was deposited on February. 19, 1951. 
was $31,938.96. 

Senator Kem. You brought that check back with you from Kai 
City? 

Mr. Harris. I got that: I am sure that I got that check, yes. We 
deposited that with the Commerce Trust Co. 

Senator Kem. In Kansas City ? 

Mr. Harris. Yes. 

Senator Kem. At what time? 

Mr. Harris. That would be February 19, 1951. 

Senator Kem. In February of 1951? 

Mr. Harris. Yes. And I went in: I think I made two trip: 

Senator Kem. Who did you talk with when you picked up | 
eheck for $51,000? 

Mr. Harris. Well, I usually went to Mr. Izzard when I had a 
financial troubles. 

Senator Kem. Did Mr. Izzard tell you that a stop-payment 
had been issued ? 

Mr. Harris. I never heard that from anybody. 

Senator Kem. Did he indicate any reason why the payment had beer 
held up and it was necessary for you to come to the office to get it? 

Mr. Harris. No. 

Senator Kem. What other payments did you get by going to th 
Commodity Credit office ? 

Mr. Harris. I know at one time way early along in the game that I 
wi short ot ome money and | had ah invoice: | had to raise s f 
money ; I went in and asked for it and they gave it to me, but that \ 
along early in the game. 

Senator Kem. At no time did you know that a stop-payment 


had been issued ? 
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Mr. Harris. Never knew anything whatever—never had been noti- 
fed—I never had been. 

The CaarrMan. Mr. Harris, did you have anyone at the warehouse 
to test this grain, to see whether or not it met with the specifications 
‘ndicated on the card or whatever document that might have been sent 
to you by the Commodity Credit Corporation indicating the grade 
and kind ¢ 

Mr. Harris. I never had any official unloading inspections; no, sir. 

The CHamman. Why did you not ¢ 

Mr. Harris. Well, my contract was—my deal with them was at the 
point of origin official inspection. I'd have to accept whatever they 
had. 

The CuamrMan. You accepted then the grade given to you at the 
point ot origin ¢ 

Mr. Harris. Yes. 

The CHATRMAN. And did you at any time inspect this to check 
whether or not the grade at the point of origin Was as represented ¢ 

\ir. Harris. Yes, sir: we looked at the wheat. We did not have 
much objection to the milo, but the wheat, why, we advised them 
numerous times by phone that it did not look like our western wheat 
did, it did not look fresh lke our wheat did. We were very dis 
couraged with the appearance of the wheat. 

Phe CHarrMaAN. Did you find a discrepancy in your findings and the 

spection at the pot of arie@in ¢ 

Mr. Harris. Well, Ud say this, Mr. Senator, that the grad 
leat Is a very technical propo tron and Il never have felt jus 


ing of 
{ 
it I was eligible to find an objection to it. I was not sure. I just 


ike 


was not sure of it. 

| e CHAIRMAN. \\ hat yo! really cl cl, though, finally was to acct pt 
the l spection at the po nt of o1 win / 

Senator Ture. Would you not say the point of destination, because 
is grain was being shipped out, so it would have to be at the point 
of destination. 

Senator Kem. The inspection at Camp Crowder. 

The Cuatrman. The point of origin is where it was sent from. 

Senator Tuye. | know, but the grain is going out of his warehouse, 

vg shipped out. 

Phe CHarrman. I understand that, but when he received the wheat, 

the grain, from the Commodity Credit he, evidently, got it as 

ng grade | or 2 or 3 or whatever the terms are. 

Senator Ture. But his shortage now is when he Is shipping out 

nd, therefore, I am wondering if it is not at the destination point, 
because he accepted the rain and put it in his warehouse. 

The Cuarman,. That is right 
Senator Taye. And then the orain was being shipped out, and I 
irried the thought that it was at the point of destination. 

Phe Ciamman. Mr. Harris, did you know the quality of it, that is, 
he grade of it at all / 

Mr. Harris. Why we would not have them at the time that the cars 

uld arrive, no: we would not have that information for some time. 

Che CHatrMan. Whose inspection did you take then / 

Mr. Harris. We accepted the point of origin inspection. 

the CHamman. That is what I am saying. 
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Mr. Harris. We had it unloaded before we ever—if we wanted 
have it inspected we would have had to call a blanket inspection, ly 
cause by the time we would know what the invoice on the grade was, 
why that stuff would be unloaded a long while before we could g& 
to it. 

‘The CHarrman. In all events you took the grade given to you | 
whoever inspected it for the Commodity Credit Corporation ¢ 

Mr. Harris. Sure. 

The Cuarrman. All right. How about the weights? 

Mr. Harris. The weights were the same, except—— 

The Cuarrman. You did not weigh the grain? 

Mr. Harris. You mean in? 

The CHarrman. Yes. 

Mr. Harris. I was trying—the Commodity Credit Corporation 
owned grain was on the basis of origin weights. 

The CuarrMan. I understand, and you took that to be the prop: 
weight ? 

Mr. Harats. Yes. 

The Cuarrman. If there was a discrepancy you did not know 

Mr. Harris. That is correct. 

The Cuamman. If there was a loss you would sustain it? 

Mr. Harris. I was stuck for it. 

The CHAIRMAN. Sure. 

Senator Young. May I ask a question there? 

The CuatmrMan. Yes. 

Senator Youne. Mr. Harris, was there any point between the dest 
nation and from where you shipped that an inspection from the Stat 
department could be obtained by the State affected? In the Nort! 
west we can do this. 

Mr. Harris. I do not know whether there was any place the way it 
was routed there—I do not know whether there was an inspectio 
point that I could have gotten it inspected or not. I just do not know 

Senator Youne. I would think you would. In the Northwest the 
grain usually goes to Minneapolis or Duluth, but we have an insp 
tion en route at Staples, Minn., and receive the results by telegra 
If not satisfied, we ask for a reinspection before it is unloaded. Do 
you not have that? 

Mr. Harris. I do not think there was that opportunity down o: 
that road. Ido not believe there was. 

The Cuarrman. Are there any further questions ¢ 

Senator Kem. I want to ask something about this Phillips Hot: 
conference. You came to Kansas City on that oceasion at the sug 
gestion of Mr. Yancey, did you not ? 

Mr. Harrts. Well, between us I was trying to get my lease. 

Senator Kem. And he telephoned to you—had he telephoned yo 
that if you came there he thought he could help you get the leas 
renewed ? 

Mr. Harris. Well, it was evidently a telephone. 

Senator Kem. And when you got there Mr. Yancey and Mr. W. B 
Smith came to your room, is that correct ? 

Mr. Harris. Yes, sir; that is correct. 

Senator Kem. And Mr. W. B. Smith was an employee of the Wa! 
Assets Administration ? 

Mr. Harris. Yes; that is correct. 


+? 
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Senator Kem. And you knew him to be such ? 

Mr. Harris. Yes, sir. 

Senator Kem. And then you telephoned at their suggestion the 
Commodity Credit Corporation and talked to Mr. George C. Hall, is 
that correct ¢ 

Mr. Harris. Yes, sir. 

Senator Kem. And then Mr. Hall came to your room, did he? 

\ir. Harris. Yes. 

Senator Kem. And what information did Mr. Hall bring you? 

Mr. Harris. He had a written statement. I had called him and 
asked him to wire me. Instead of wiring, why he furnished that in- 
formation, written information, and came in the room and handed it 
to me. 

Senator Kem. What was the information ? 

Mr. Harris. That we could have—they would furnish the grain if 
our lease was extended or was to that effect. 

Senator Kem. And your son and your son’s wife were present at 
that time too, were they ? 

Mr. Harris. Yes, sir. 

senator Kem. And then did Mr. Hall leave? 

Mr. Harrts. Yes, sir; he did not stay, only just a minute. 

Senator Kem. Then was the suggestion made to you that Mr. Smith 
and Mr. Yancey should be cut in on a portion of the profits? 

Mir. Harris. Yes, sir. 

Senator Kem. And that is when the discussion as to how much their 
cut should be took place ? 

Mr. Harris. Yes, sir. 

Senator Kem. And it was finally agreed that it should be 35 percent? 

\ir. Harrts. Yes, sir. 

Senator Kem. Was there a mention made of Mr. Turney’s part or 
participation ¢ 

Mr. Harris. Well, I am inclined to think there was. I believe there 
vas. I believe there was. 

Senator Kem. You believe there was. How did Mr. Smith broach 
the matter—how did he bring it up? 

Mr. Harris. It would be hard for me to state the exact words. 

Senator Kem. Did he say 

Mr. Harris. Wanted to know how much there was in it for him. 

Senator Kem. For us? 

Mr. Harris. For us. 

Senator Kem. For us? 

Mr. Harris. Yes. 

Senator Kem. And by that you understood that he, Mr. Smith—— 

Mr. Harris. Anybody. 

Senator Kem. Wanted a cut? 

Mr. Harris. It was known around there was in the deal. 

Senator Kem. You understood Mr. Smith wanted a cut? 

Mr. Harris. Yes. 

Senator Kem. In the profits ? 

Mr. Harrts. Yes. 

Senator Kem. And did you ask him how much he wanted ? 

Mr. Harris. Yes. 

Senator Kem. What did he ask for? 

Mr. Harris. Forty percent. 








820 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Senator Kem. What did you tell him ¢ 

Mr. Harris. Well, I asked him what about 30 percent. He want 
more, 

Senator Kem. Then did you split the difference ? 

Mr. Harrts. One of us said 35 percent and settled on 35 percent. 

senator Ky M. After the 3D percent had been agreed On, did 
ask who would share in it / 

Mr. Harris. I believe I did. 

Senator Kem. Who were you told would share in it ? 

Mr. Harris. It is my understanding that Mr. Bill Smith, M 
Turney, and Glen Yancey. 

Senator Kem. That is Mr. W. B. Smith of the War Assets? 

Mr. Harets. Yes. 

Senator Kem. And Mr. E. V. Turney of the War Assets and M 
Glen Yancey ? 

Mr. Harets. Yes. 

Senator Kem. I believe that is all. 

The Cnaimman. Now. Mr. Harris, did I understand you to 
a while ago that your son and his wife were registered at the 
hotel as vou were‘ 

Mr. Harris. Yes, sir. 

The CuatrRMan. Did you all go there together ? 

Mir. H \RRIs, Yes, sir. 

The Cuarrman. And occupied separate rooms, of course / 

Mr. Harris. They had their rooms. I had mine. 

The CHamman. On what floor were you, do you recall / 

Mr. Harris. I could not tell you, sir. 

The CHareMan. On what floor were they, clo you re iil ¢ 

Mr. Harris. I could not say. 

The CHAIRMAN. Were t ley On the same floor as you ¢ 

Mr. Harris. | could not say. | ist do not remember. 

The ( HAIRMAN,. How did they come to bye in the room whe 
other gentlemen came in / 
Mi Harris. Because they knew we were voing to have 
Phe CuatmrMan. In other words, it was prearranged then ‘ 

Mr. Harris. Surely. They knew we were going to have 
Of course. | wanted them to know about it. 

The CHAIRMAN. Why did you waht to have them present 4 

Mr. Harris. I wanted them to know, know what I was don 

Senator Kem. Mr. Harris, Jr., was a partner ¢ 

Mr. Harris. Beg pardon 

Senator Kem. Your son was your partner ! 

Mr. Harris. My son is a partner. 

Senator Kem. He had every reason to be there, did he not 

Mr. Harris. Sure. 

The Cuamman, Is there anything else ¢ 

Mr. Correr. Mr. Harris, during this period do you recall t] 
Turney was very ill with heart trouble? 

Mr. Harris. Oh, ves, he was ill most all of the time, the 
very ill. 

Mr. Correr. Was it not necessary for his wife to bring him! 

Mr. Harris. Beg pardon? 

Mr. Correr. Was it not necessary for his wife to bring him bac! 
forth from the office ? 


; 


| ist 
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Mr. Harris. Well, I do not know how he arranged to go back and 
forth. 

Mr. Correr. Did you ever on any occassion go to his house because 
you had to see him on business ? 

Mr. Harris. Yes, sir. 

Mr. Correr. Because he could not—— 

Mr. Harris. Because he was sick, unable to be at the office. 

Mr. Correr. What gave you the impression that he would be in 
on a deal of this kind if he was in this condition, and so forth—I think 
you have said he never indicated in any manner that he would be 
susceptible to this ty pe of thing, is th: at not right ? 

Mr. Harris. I had not got any answer to my application for my 
lease. 

Mr. Correr. Did you go to see him? 

Mr. Harris. No; I wrote him on the lease. 

Mr. Correr. W hen were the occasions that you went by his house 
to see him on business ? 

Mr. Harris. Oh, we went over there on the first deal. 

Mr. Correr. Was he sick then ? 

Mr. Harris. I think he was not feeling well, I do not think he was. 

Mr. Correr. Did you go over there on the second deal at all 

Mr. Harris. I just do not believe that I ever talked to him about 
on the second deal. I think it was correspondence, as I remember it. 

Mr. Correr. Mr. Harris, we have heard that when you shipped this 
grain out of Camp Crowder it was heavily infested with weevil and 
as you shipped it out you loaded it with fumigant—loaded the cars 
with fumigant—and that the very reaction of the fumigant in the 
car in shippage to the portside caused the grain to depreciate tempo- 
rarily, and that the grain when it was inspected at dockside would 
grade sour and would grade down. 

Do you have anything to comment on that ? 

Mr. Harets. Well, when we use this fumigant, it is not usually how 
we ship in grain, and maybe if it shows up weevilly, why we can have 
our commission house have it treated, you see, with this fumigant. 
Maybe the next day then it will be inspected and that odor is in a 
general way—has been applied to being commercially a foreign ob- 
jectionable odor. It is not recognized and used as being there. That 
is on the market. 

You usually did it that way. In this particular case it seems like 
the only kind of odor that could have been there—it would have been 
this insecticide odor. 

Mr. Correr. If you gave it an unduly heavy application would 1 
hot sour your grain temporarily ? 

Mr. Harris. Oh, no, no. 

Mr. Correr. You do not think that was the cause why it was down- 
graded ? , 

Mr. Harris. It could not—there would not be enough of it. 

Mr. Correr. I see. 

‘Tr. Harris. Would not be enough of it. 

Mr. Corrrer. That is all. 

"he Cuamman. Are there any further questions? 

Phat is all, Mr. Harris. 

Mr. Harris. Thank you. 


} 2 pr. 1 
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The Cuarrman. Thank you very much. 

The committee will stand in recess until 2: 00 o'clock. 

(Whereupon, at 12:20 p. m., the committee recessed to recony: 
at 2:00 p. m., of this same day.) 


AFTERNOON SESSION 


The CHamman. The committee will please come to order. M 
Harris, will you step up to the table, please? We would like to as 
you a few questions. You may get your lawyer next to you, 


desire. 


TESTIMONY OF V. M. HARRIS, SR., V. M. HARRIS GRAIN CO.. 
CITY, KANS.—Resumed 


Mr. Correr. Mr. Harris, we wanted to ask you a few more que 
Have you told us everything now about your business relations 
Mr. Tw ney and Mr. Smith of War Assets’ Have you told us eve) 
thir aft 

Mr. HARRIS. Well. relative to these leases, I believe. 

Mr. Correr. Did you have any other business relations with the 

Mr. Harris. There was a proposition came up after we got t! 
deal started: after I got the lease I went in and found out tha 
was not practical to use the storage in.that section of the com 
There were two reasons: one, that mosaic, black rust or something | 
hit our crops and our crops had gone up. The next one was the |: 
rate for our section of the country was 10.7 cents per bushel less ¢ 
the grower than had it been stored in Kansas City or Wichit 
Hutchinson. So that killed it for the purpose for which I wante 

Then it became the idea to use Government grain. Then ther 
some talk started that there might be a corporation formed in w! 
the different ones would probably have an ownership. 

Mr. Correr. Who were the different ones? 

Mr. Harris. Glen Yancey, Bill Smith, E. V. Turney; and then vy 
would make up a corporation and the rest of it would be amongst 


7 


my family. 

Mr. Correr. Were not Mr. Turney and Mr. Smith employed 
War Assets at this time? 

Mr. Harris. Yes, sir; they were, so far as I know they were. 

Mr. Correr. And were they also going to run the corporat 
with you ¢ 

Mr. Harris. That was the deal that was under consideration, vy 
sir. The deal partly developed, but it was never put into operat 
I looked it over. I thought well, that thing just does not look rig 
and I never went on through with it. 

Mr. Correr. What percentage were Mr. Turney and Mr. Sn 
supposed to get ¢ 

Mr. Harris. I just cannot say exactly. 

Mr. Correr. Was it 15 percent ? 

Mr. Harris. I was not particularly interested in making a | 
money out of the deal. It seems to me like. as I remember—I 
have to talk 1 veneralities: this is just from memory—that the 
going to have 49 percent. : 

Mr. Correr. Who? 

Mr. Harris. The three. 
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Mr. Correr. Mr. Turney—— 

Mr. Harris. Mr. Turney, Mr. Bill Smith and Mr. Yancey. 

Mr. Correr. You were going to have controlling interest ¢ 

Mr. Harris. We would have controlling interest with 51 percent. 
The more I thought about it, the more I though well, that just does 
not look right to me. 

Mr. Correr. Did you form a corporation ? 

Mr. Harrts. Well, we just about completed one. 

Mr. Correr. What was the name of the corporation / 

Mr. Harris. Kan-1-Mo. 

Mr. Correr. Kan-i-Mo Co., Inc., Scott City, Kans. ¢ 

Mr.:Harrts. Yes. 

Mr. Correr. About what time was it that you formed this corpora- 
T on ¢ 

Mr. Harris. By golly, I do not have the records. 

Mr. Correr. Would it be in the fall of 1949, after you had your 
leases at Camp Crowder ? 

Mr. Harris. It is quite likely that my secretary here could give you 
better information on that than I can. My memory just does not 
serve me right. 

Mr. Correr. Who did you employ as attorney to form this cor 
oration ¢ 

Mr. Harris. Lane & Woodruff, Kansas City, Mo. 

Mr. Correr. What position did E. V. Turney hold in the corpora 

Was he seer tary ¢ 

Mr. Harrts. Well, I will tell you, Mr. Cotter, 1 do not understand 
corporations very good. In fact I do not know anything about them. 
When we first started the corporation, I guess it was formed in thei 

we 
Mr. Correr. In whose office ? 
Mr. Harris. In Lane & Woodrufl’s office. And each of those fellows 

thought maybe I could get into the grain business in a kind of a 
way that would be legal all mght. They were originally at that 
time. each of them was to be an officer. Then immediately after that 
meeting I found out that there was a disapproval. 

Mr. Correr. Of whom ? 

Mr. Harrts. These other boys; Mr. Glen Yancey was to have been 

the meeting and he was not there until after that was all over, 

Mr. Correr. I did not understand that. 

Mr. Harris. Mr. Glen Yancey. 

Mr. Correr. I did not understand your last statement. 

Mr. Harris. That he was the only one, that he came in later ap- 
parently after the board had been—whatever you call it—elected or 
what it was, something. There was neither of those other fellows to 
be an officer in the organization. 

Mr. Correr. Turney was actually designated as secretary, was he 

Mr. Harris. I am telling you the start, Mr. Cotter. 

Mr. Correr. I see. They were supposed to be silent partners at 
start. Is that nght ? 

Mr. Harris. Yes. One of them, I think, was to be the secretary. 

» not remember which one it was. One of them was to be a resi 

igent—Mr. Woodruff or Mr. Lane—and the other had some 
| do not have that. I do not know. But they were, each 
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one of them, to be officers in the organization. They were going to 
take a little stock in it. 

Mr. Correr. Whose idea was it? Was it your idea, the forming 
of the corporation ? 

Mr. Harris. Well, as we went along further—I do not know. | 
cannot tell you. That is a long while ago. I know that we talked— 

Mr. Correr. You remember this conversation in the hotel of April 
17, 1950% Can you not give us some idea of who formed that co: 
poration or who sponsored it, whether it was something promoted 
to you or whether you were promoting it ? 

Mr. Harris. | was not particularly too much hot about it: no, | 
was not. But I know Mr. Yancey and I know we talked because | 
had a grain business, a shipping business. 

Mr. Correr. You were going to get other warehouse locations, were 
you not! 

Mr. Harris. Yes, sir. 

Mr. Correr. And pursuant to forming the corporation, you entered 
into an agreement with the PMA in Kansas City, did you not? 

Mr. Harris. On Camp Crowder previously, yes. 

Mr. Correr. Were there any other locations that you entered into 
preliminary negotiations on or an agreement with the Kansas Cit, 
Commodity office on? . 

Mr. Harris. I do not think we ever had any deal. At Scott City 
I had my own business up there. , 

Mr. Correr. How about Camp Phillips? 

Mr. Harris. Well, we never put anything up there. I took a little 
kind of an option or something on some buildings at Camp Phillips 
subject to inspection. I went up to Camp Phillips and I saw that 
they were no good. I told them I did not want the buildings. 

Mr. Correr. Did you do it in the name of this corporation ? 

Mr. Harris. Yes. That is the way it was to have been, yes. 

Mr. Correr. You also made a contract with the CCC to store grai: 
there in the event the buildings would store grain. Is that not cor 
rect / 

Mr. Harris. That could be. I could not tell you right now offhand. 
I had not gone far enough to make a statement or make any bonds. 
It was all subject to my approval. If I did, it would be subject to 
my approval of the buildings. 

Mr. Correr. I think that is correct. But will you let me show you 
this agreement of October 5, 1949, between you and John C. Cowa 
of Commodity Credit and see if you recognize that as an agreemen! 
which you entered into. 

Mr. Harris. Well, there was evidently a deal like that. 

Mr. Correr. You made arrangements to store the grain there, but 
when you found the facilities were not 

Mr. Harris. It was subject to my examination of the building 
and we never did go into a deal there. It looks like I gave somebod) 
$5,000 there, and if I did I evidently got it back. 

The CuarrMan. That was because the dea! did not go through ‘ 

Mr. Harris. That is because I did not like the buildings and | 
not want them and we just did not do any business. 

Mr. Correr. Does this letter not explain it? It is signed Kar 
i-Mo Co., Inec., on that stationery,-and it is addressed to Mr. Glen 
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Yancey, Mensendieck Grain Building, Board of Trade, Kansas City, 
dated October 31,1949. You say: 

Dear Glen: I wired the CCC early this morning and later talked to Mr. Hall 
to let them know the buildings at Camp Phillips were unfit for grain storage 
and that we are canceling our lease. 

Yours very sincerely, 
KAN-I-Mo Co., INc., 
By V.M. Harris, President 

You have a P. S. on here: 

Please give this letter to Mr. Turney 

Did Mr. Turney do any other work for you besides just this cor- 
poration business? Did he do any auditing of your books ¢ 

Mr. Harris. No. When talk of this Kan-i-Mo thing got started 
up, of course they were interested in knowing how it was getting 
along down there, whether they would be interested in going into 
a proposition. I am talking in generalities as I remember. We 
had the books set up there. I thought that Glen Yancey was going 
to audit them; but I believe, as I remember, that he had Mr. Turney 
look the books over, the operations at Camp Crowder, and see how 
they had been operating up to that time. 

‘hey were taken up there by Mr. Lloyd, the auditor and attempted 
to be audited. I got a report on them what he thought they looked 
like. Idid not pay him anything for it. He never asked me anything 
to do it. 

Mr. Correr. Was that perhaps in connection at the time you settled 
up with Don Lloyd, whatever settlement you made with him? 

Mr. Harris. Oh, no. That was before that. That was before that. 

Mr. Correr. You said that on April 17, when you had this meeting 
in the hotel, you were all settled up with Don Lloyd. Is that not 
correct 

Mr. Harris. That was in 1950, April 17. 

Mr. Correr. April 17, ves. 

Mr. Harris. That was in 1950 and we are talking about 1949 now. 

Mr. Correr. You did not get into your operation until July of 
1949, did you ¢ 

Mr. Harris. Yes: this thing, I think. preceded that, in 1949 I believe. 

Mr. Correr. This Kan-i-Mo corporation was in the late fall of 
1949, was it not ? 

Mr. Harris. What was the date of that ? 

Mr. Correr. October 31, 1949. 

Mr. Harris. October 31, 1949. 

Mr. Correr. Then it was subsequent to that that Turney made this 
audit, was it not / 

Mr. Harris. Previous to that. Wait just a minute: I am confused 
on what question I am trying to answer. 

The Cuatrman. What became of the Kan-i-Mo Co., Inc.? Did it 
ever operate’ Did it ever get into any kind of business ? 

Mr. Harris. We never put up any finances. We never operated 
it. I had forgotten about this $5,000. That was not a Kan-i-Mo 
check. I gave my own check. That never did operate. 

The Charman. That check was given, as I understand, as an ad- 
vance payment on rent at Camp Phillips? 
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Mr. Harris. Apparently, according to that letter, that is w 
it Was, 

The Cuatrman. As I understand, the Kan-i-Mo Co. was organiz 
by you and others in order to handle grain at Camp Phillips. 

Mr. Harris. Yes. At that time we presumed later on that tly 
would take over any storage operations or any storage business t 
we might be interested in down in Missouri or anywhere else aro 
there. 

The Cuarrman. Did that ever come about ? 

Mr. Harris. No; it never did. 

The CuarrMan. So that the Kan-i-Mo Co., Inc., never entered into 
any kind of business as far as you know? 

Mr. Harris. It never had a dollar in its services, not one dollar. 

The Cuatmman. Now, this audit to which Mr. Cotter refers, d 
you know why that was done? 

Mr. Harris. One reason, I wanted to know myself, and I 
talked with Yancey because he was interested. If you worked 
20 percent of the income—we were all supposed to work and do w 
we could and bear our own expenses. 

The CuHarrmMan. You mean work where! At Camp Crowder 

Mr. Harris. Yes. 

The Cuatrman. Then are we to assume that this audit that Mr. 
Cotter is asking you about was in reference to the transactions yo 
had at Camp Crowder? 

Mr. Harris. Yes, sir. 

Mr. Correr. Could I should you this audit and see if you recog! 
it as Mr. Turney’s handwriting. 

Mr. Harris. I could not recognize it. 1 would not say that it is not. 
I would not say that. 

Mr. Correr. You do not recognize it? 

Mr. Harris. I am not familiar enough with his handwriting to say 
that itis. I just would not want to say that. 

Mr. Corrrer. Did you say that the purpose, though, was to dete: 
mine what the profits were, to determine what share— 

Mr. Harris. Find out up to that time what it was making. Ik 
of wanted to know. 

Mr. Correr. And what the respective shares of these 20 per 
shares 

Mr. Harris. They did not have a respective share in it. You st 
I wanted to know what we spent our money for. That is \ 
wanted to know. 

Mr. Correr. Yes; but did they not have an agreement for a 
percent share of the profits ¢ 

Mr. Harris. Yes; if we knew there was a profit; but | 
know there was a profit. 

Mr. Correr. Was that the purpose of this audit ? 

Mr. Harris. No: I wanted to know what was happening to 
money. ‘That is it. 

Mr. Correr. So when you had this conversation with Mr. S: 
and Mr. Yancey in your room at the hotel that you testified to t/ 
morning, they were not exactly strangers to you. You had bee! 
business with them: they had been negotiating - 
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Mr. Harris. In an anticipated business, but we had not done any- 
thing. We anticipated that we were going to have a grain corpora- 
tion, but we had not done any business actively; no, we had not. 

Mr. Correr. Is it possible that you may have confused some state- 
ment to the effect that “What's in it for us?” with something they 
said in relation to your other business here ? 

Mr. Harris. I beg your pardon? 

Mr. Correr. Is it possible you may have confused some statement 
or misunderstood some statement that was made by Mr. Smith or 
Mr. Yancey with respect to “What’s in it for us¢” which you testi- 

fied to this morning—confused that with other dealings you may 
have had with them / 

Mr. Harris. I do not think so, no, sir; I do not believe so. I think 
I know what I was talking about. 

Mr. Correr. But if they did any work for this other enterprise you 
were in, you did not pay them anything for that? You did not 
pay——— 

Mr. Harris. They never did any work. Glen Yancey, he had been 
down there a few times; but he never went down and operated. Bull 
Smith was absolutely out, he nor anybody else in this first deal. 
There was nobody in that at all. They were to take a net profit on 
what was made. 

Mr. Correr. Who was to take a net profit 

Mr. Harris. Glen Yancey and Don Lloyd. 

Mr. Correr. That is on the V. M. Harris deal at Camp Crowder? 

Mr. Harris. Yes. We never operated under the name of it—it 
looked like we were pretty near under it up at Phillips, but the money 
that was put up there Was my own money and it was given back to me. 
I do not think the check was ever used. 

The Cuarrman. Mr. Harris, do you recall whether or not, when 
you undertook the lease at Comp Crowder, that if profits were made 
Yancey and Smith and others would share in those profits if they 
were made ? 

Mr. Harris. Mr. Smith and Mr. Turney had nothing to do with 
it. But I made this deal for Camp Crowder originally, and Mr. Glen 
Yancey was to get 20 percent of the net profit for working and over- 
seeing it, not for getting a lease. 

The Cuatmrman. Mr. Harris, I present to you a photostatic copy 
of a document that appears to be in your own handwriting, dated 
June 11, 1949, in which it is sts ated—and this letter, by the way, was 
written on hotel statione ry, E. C. Phillips, managing director—that 
must be Hotel Phillips—it states in that: 

Mr. GLen YANcey, Kansas City, Mo. 

Dear FRIEND: In line with our talks about getting storage for grain, we are 
to do all we can to make a success of it and you are to receive 20 precent of the 
net profit on such operations so long as we work together, neither of us to charge 
for their personal time except on the percentage of profit basis. 

Yours very truly, 
V. M. Harris 
Signed at the bottom: 
Read and approved, Glen G. Yancey. 


Do you recall signing such a document ? 
Mr. Harris. Yes. sir, I do; that is correct. 
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The CHamman. Was that audit to which we were talking about 
while ago made pursuant to this agreement ? 

Mr. Harris. That audit was made a long while after that agreement. 
yes, sIr. 

The CHarrMan. But was it not made in order to determine whether 
or not there were profits in this undertaking ? 

Mr. Harris. It seems, as I recall it, that I wanted to know what 
was happening tothe money. I had spent a lot of money down there, 
but I was not going—never had any intention of making that pay 
anything to Mr. Yancey or Mr. Lloyd either, because we did not 
know how it was. 

Senator Kem. Mr. Harris, did you mention about this Kan-i-Mo 
Co. to any of the committee investigators that called on you? 

Mr. Harris. I do not remember whether I did or not. I do not 
remember whether I did or not. I am quite sure the General Account 
ing Office had some knowledge of that because we went over that and 
talked of it and considered it. 

Senator Kem. Was E. V. Turney in charge of the War Assets 
Administration office in Kansas City on October 5, 1949, when this 
special meeting of directors was held ? 

Mr. Harris. At what time? 

Senator Kem. October 5, 1949. 

Mr. Harris. I am sure he belonged to War Assets. 

Senator Kem. At that time? 

Mr. Harris. Yes, I am sure he did. 

Senator Kem. Was he executing leases on behalf of the War Assets 
Administration with the Kan-i-Mo Co. in which he was interested / 

Mr. Harris. There had not been any done, no. 

Senator Kem. You planned to do some, did you not ? 

Mr. Harris. We planned to do it, yes. 

Senator Kem. Did you have that in mind at the time of the 
organization of the company ¢ 

Mr. Harris. Which company ¢ 

Senator Kem. Kan-i-Mo. 

Mr. Harris. Oh, yes, Kan-i-Mo. If he had stayed in it, then of 
course I presume he would make leases. 

Senator Kem. The company was organized with that purpose in 
view ¢ 

Mr. Marris. The corporation, if we had continued and operated 
for the general storing of grain, yes. 

Senator Kem. In Government buildings ? 

Mr. Harris. Yes. Whether or not he was going to retire from 
his job or not, I just do not know. In talking to him, he was still, 
I am sure, with the War Assets. 

Senator Kem. Was Mr. Bill Smith interested in the Kan-i-Mo/ 

Mr. Harris. Interested ? 

Senator Kem. Mr. Bill Smith? Was he also in the Kan-i-Mo Co.? 

Mr. Harris. He was going to have stock in it. Yes, sir: he was 
going to buy stock in it. But never did. There was no stock issued 

Mr. Correr. He was not actually going to put money in. \¢ 
were going to issue him so much stock, which he was going to earn 
out of profits. It that not correct ? 
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Mr. Harris. We talked to Lane & Woodruff about that, as to whether 
and how that could be done. But Bill Smith was willing to put money 
into it, yes. He was going to put money into it. 

Senator Kem. Then would you put his influence with the War 
Assets Administration 

Mr. Harris. That was one reason why I could not see my way 
clear to go with it. It looked like it was too messed up. Along that 
fall I wrote Mr. Yancey a letter and told him that I had all that I 
could do without it, and that I did not want to go any further with it. 

Senator Kem. That is the Kan-i-Mo? 

Mr. Harrts. Yes, sir. But all the rest of it as far as that is con- 
cerned, wanted to get rid of Camp Crowder if Icould. I wanted out 
of it, even the lease that I did have for my own company. 

Senator Kem. What did Mr. Smith have to do with the agreement 
that you made on October 5, 1949, between the Kan-i-Mo Co. and the 
Commodity Credit Corporation ¢ 

Mr. Harris. On what date? 

Senator Kem. October 5, 1949. 

Mr. Harris. That was on—— 

Senator Kem. Camp Phillips. 

Mr. Harris. If it had went through and the Kan-i-Mo Co. had been 
an active corporation, then he would have had stock in it, if it had 
done that. But it did not do it. 

Senator Kem. Did he participate in the conferences that led up to 
the execution of this memorandum of understanding under date of 
October 5, 1949? 

Mr. Harris. Who was that with? 

Senator Kem. That was between Kan-i-Mo Co., by yourself as 
president, and Commodity Credit Corporation, by John C. Cowan as 
assistant director. 

Mr. Harris. I do not think he did. 

Senator Kem. Did Mr. Turney have anything to do with those 
conferences / 

Mr. Harris. Not with Mr. Cowan, not with any of the Commodity 
Credit. In fact, I had forgotten all about that deal. It looks like 
from the looks of that that we were expecting Commodity Credit to 
lease it. I have forgotten anything like that ever existing. However, 
it did not operate. 

Senator ee Did you ever see the lease on the Camp Phillips air- 
base or any part of it that was contemplated by this agreement ? 

Mr. Harris. I do not know whether we got so far as writing a lease 
at this time or not. I do not hardly think it did, because I went up 
there right away and I told them that I did not want it, no good. 

Senator Kem. What other camp sites did you consider for the 
operation of Kan-i-Mo Co. ? 

Mr. Harris. There was an airbase there that was pretty good, had 
some good warehouses. 

Senator Kem. Where was that? 

Mr. Harris. Smoky Hill Airbase right close there to Camp Phillips, 
just adjoining it. 

Senator Kem. That is what this is, is it not? 

Mr. Harris. That is Phillips. 
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Senator Kem (reading) : 

It is further understood that in the event Commodity Credit Corporation ob- 
tains its permit from the Army on Smoky Hill Airbase—— 

Mr. Harris. The Army had Phillips, as I understand it, and th; 
air were two different outfits. One is west of the other, you see. 

Senator Kem. This agreement refers to certain space at Camp 
Phillips, Kans. 

Mr. Harris. That was an army camp. 

Senator Kem. Then it also refers to—— 

Mr. Harris. The airbase. 

Senator Kem. Did you have in mind operating at any other Go 

‘nment installations ? 

Mr. Harris. Oh, l imagine we did. We talked about different on 
one over at St. Louis. We talked about one up in lowa somewher 
after the thing got to going and got in operation and actually o} 
erated, this thing all got so befuddled in my mind I just had enoug 
{ wanted to quit. I did not want to go on with it. 1 did not. 

Senator Kem. Did you consult with your attorney about the fa 
that Mr. Turney was in a dual capacity here ¢ 

Mr. Harris. About the Kan-i-Mo? 

Senator Kem. Yes. 

Mr. Harris. We never mentioned about the Kan-i-Mo. I may have 
told him, I do not know, that there was such a thing being conten 
plated. 

Senator Kem. I notice the Kan-i-Mo Co. was organized by the firn 
of Woodruff and Lane in Kansas City. Did you consult with the 
about the fact that some of your 

Mr. Harris. Yes, I did: and they never give me too much enco 
agement. ‘They did not think it was too hot a proposition. It did not 
look right. 

Senator Kem. They advised you against going ahead with that : 
of arrangement ? 

Mr. Harris. They did not give me very much encouragement. 
is for sure. 

Senator Kem. As a matter of fact, did they not tell you that it w 
illegal ? 

Mr. Harris. I do not think so. I would not say whether they d 
or not. If one of the officials was an officer or a stockholder, I could 
not say whether they told me it was illegal or not; but I know that | 
got the idea that they probably should not be. For that reason [ thin! 
I was about—if we were going to have a grain corporation, we woul 
have somebody in it that was outside of any Government hookup. 

Then when it reverted back to the Government hookup, thei 
began to get in cold water again. 

Senator Kem. Have you ever heard of the regulation of the Wa 
Assets Administration to the effect that if a person applving for a 
disposition of property has any business relationship with the pers’ 
acting on behalf of the Government. nothing would be done in t! 
matter, but the entire situation would be immediately referred to ¢ 
superior officer in the War Assets Administration? Did you ever he 
of that regulation ? 

Mr. Harris. No; I do not think so. 
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Mr. Correr. Mr. Harris, was Mr. Wallace your attorney at this 
time ¢ 

Mr. Harris. Yes, sir. 

Mr. Correr. Was he entirely familiar with these transactions which 
vou were having with Mr. Turney and Mr. Smith and the formation 
of this new company ? 

Mr. Harrts. I think it would be advisable to ask him. I do not 
know just how much I talked to him about it. I just do not remember. 
Since the thing never developed into anything, I do know as I both- 
ered him with it because I have to pay him for his time. I do not 
think that I ever talked very much with him about it. 

However, he can answer the question if you would like and he can 
tell you better than I can, if that is satisfactory. 

Senator Kem. Mr. Harris, just to be sure, your testimony is that 
both E. V. Turney and Bill Smith, both of whom were connected with 

e War Assets Administration, Kansas City, were interested in the 
Kal Mo Co. ? 

Mr. Harrts. Oh, ves. 

Senator Kem. And the Kan-i-Mo Co. was dealing with the Kansas 
City office of the War Assets Administration in connection with leases 
on Government installations within the territory of the Kansas City 
office ? 

Mr. Harris. It was contemplated. 

The CuatrMan. Did you actually do any dealing? 

Mr. Harris. We did not do any dealing; no, sir. 

The CHarkMANn. The corporation was organized to do big business, 
but it never did ? 

Mr. Harris. It just quit. 

Phe CHatrman. All right. Mr. Yancey. Mr. Yancey, do you 
solemnly swear that the testimony you are about to give this com- 

ttee will be the truth, the whole truth, and nothing but the truth. 
oO help you God / 

Mr. Yancey. I do. 

Phe CHarrmMan. Mr. Yancey, will you give your name in full? 


STATEMENT OF GLENWOOD GEIGER YANCEY, MENSENDIECK 
GRAIN CO., KANSAS CITY, MO., ACCOMPANIED BY KENNETH L. 
HODGE, ATTORNEY 


Mr. Yancey. Glenwood Geiger Yancey. 
Che CuairmMan. Give us your background for the record. 
Mr. Yancey. I started in the grain business in 1917 after being down 
t Missouri University, and when World War I came along I enlisted 
the Marine Flying Corps; graduated up at M. I. T. and went down 
to a flying field in Miami, Fla.; had to enlist for 4 years to get in. 
After I was transferred to the reserve, subject to call, 1 went back 
nto the grain business with one of my cousins in St. Louis; the Geiger 
Grain Co. is who I started with there. Was there several years, went 
out to Wichata in 1924: out there for 27 vears. 
During World War II the War Production Board opened an office 
Wichita and wanted me to take the district managership of the 
omphance Department under region 7, regional office in Kansas City. 
fter being up there a couple of years I was transferred to the regional 


\ 
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office in Kansas City as deputy regional chief and I wanted to ge 
back in the grain business. They wanted to transfer me into O. H. | 
for a while until they got set up, and finally I got back into the gra 
business in 1947. 

Mr. Correr. With what company ? 

Mr. Yancey. Mensendieck Co. in Kansas City, Mo. 

Mr. Correr. Are you an officer ? 

Mr. Yancey. No; I am manager of the cash grain department 
They have been there since 1907. 

Mr. Correr. Describe briefly what your business relationship with 
Mr. V. M. Harris is, when you met him and develop that. 

Mr. Yancey. All during the war they had a lot of WPB orders, 
regulations, and directives. We did not have much of a staff there 
I was in the Priorities Department. So I went out and made a survey 
in Kansas and had some cases docketed. One of them was to deter- 
mine the case of Mr. Harris, whether he was essential or not. 

He was under a construction order. I made a report to the Kansa 
City office. It was approved. He was deemed essential and so forth 
I called on him twice. * 

Mr. Correr. We are not too interested in his last war's activity, 
but as a result of getting to know him in an official capacity at that 
time you continued your acquaintanceship and it eventually developed 
into some sort of a business rel: ationship 6 

Mr. Yancey. When I came to Kansas City—— 

Mr. Correr. When? 

Mr. Yancey. In August 1947—he called me up or sent in some cars 
and evidently sold them high; so he started shipping all his grain to 
me. In 1948 he came in several times and we talked it over, and | 
got him about 1,500,000 commercial storage space— 

Mr. Correr. Were you doing that on a commission basis? 

Mr. Yancey. All that was going through the firm, and it \ 
producer-owned grain that he would ship in. 

Mr. Correr. On a commission basis ¢ 

Mr. Yancey. Yes, governed by the board of trade rules. The stor 
age was in Omaha, Kansas City, and Indiana. I phoned these boys 
to get the space reser ved for him. 

In 1949 he wanted to know if there would be any space for storage, 
and I said there is not any anywhere; cannot get a Dushel 3 in. Sol 
was checking everywhere. So some of the bigger companies in th 
country started leasing tank farms and hangars, one at pang and 
I think a tank farm in Texas. Finally one day he called up : 
said he and a fellow by the name of Lloyd had an option on a lease 
the way I understand it—from the city of Independence, Kans., 
some buildings. 

Harris came into Kansas City and told me about it. He said: “I an 
going to have Lloyd rent it and am giving him 20 percent of the profits. 
and I want to give you the same deal and you look after the Kansas 
City end of it.” 

Mr. Correr. What end would that be? What would you hay 
do in Kansas City? 

Mr. Yancey. Well, you would have to get your agreement wit 
your railroads and your transit privileges; insurance, if any. 
quired on the buildings, on the grain. So he wanted to know if | 
knew of any other places, and I found several places and they wv 





STORAGE AND PROCESSING ACTIVITIES OF CCC 833 


already leased up. The storage situation was desperate because of 
the big howl from Senators and Congressmen and governors and 
roducers and farm organizations because of this farm stored wheat. 
If they could not get the loan and were forced on the market, the 
producers would t: ake : a big loss. yy 

So I remember one case I called the contractor—I was familiar 
with all the airbases in ne at Yoder, and it was already leased. 
So finally I hap pened to think of Ed Turney and Bill Smith—l 
worked for War Production Board regional office in Kansas City—and 

| asked him if he had anything. He did not know what suitable stor- 
age space was. He said he would check around. He said they had 
disposed of most of their properties. 

So finally he called me and said there were some buildings down 
at Camp Crowder that might be suitable. He said they had sold 
off some 2,500 of their best buildings and that they had peddled the 
lease everywhere. and finally it had been deeded, I believe by the 
Government, to the State of Missouri, provided they would put up 
so much money to operate it. 

So I said, “Well, Ed, 1 will fo down and look at the buildings.” 
So I flew down to Joplin and Lloyd and Harris met me. The con- 
tractor—Paul Edwards—showed us the buildings and they were in 
pretty bad shape. The roofs were off some of them; the doors 
were loose; they were not lined, a lot of them. But anyway, when 
I vot back I contacted Turney and I said, “What kind of rental = 
are you people getting for comparable storage like that ¢° He said 
well, he had figured up so much a square foot, but he said, ° ‘Now. 
that lease will have to be approved in Washington and it also will 
have to be approved by the Curators of the Board of Missouri 
University.” 

1 said, “Well, figure it up and see what it is. I havea party here 
that might be interested in it for storage for producer-owned grain 
only.” Later on I think the figures were somewhere in the neighbor- 
hood of $15,000, and Mr. Harris wanted the buildings, 33 of them, I 
believe. There were a lot more buildings down there that could 
have been included in the lease, but they were what we call not 
suitable. 

So they were turned down. Turney submitted the proposition to 
Washington, and it evidently was approved; the same way with the 
Board of Curators. And then that was just the start. Then they 
had to have the buildings approved by Commodity Credit, even for 
producer-owned grain, because the Commodity makes a loan to the 
producer and Commodity may come into possession of that grain 
later on when the loan expires. So Commodity approved them. 

Mr. Correr. Did you make that contract, too ¢ 

Mr. Yancey. No, sir. Then the next step was to see Commodity 
and see if they would issue a uniform grain storage contract, which 
they had been doing for similar places. They did not know what 
the loan rate would be. They had no way of ascertaining it until they 
got it out of Washington; the frei ght is “about 11 cents a bushel over 
that at Kansas City. So finally they came out quite later and said 
there was an 1l-cent penalty against the producer over that based 
n Cincinnati or Louisville. 

When that lease was signed with War Assets, it was producer-owned 
grain only. Commodity was not in the picture. Then Commodity 
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signed a uniform grain storage agreement the same way on produc: 
owned again. Mr. Harris intended to ship that wheat like he | 
the year before, 1,500,000 or whatever he did, and store it down tly 
and give them a loan and take care of them. 

When this loan rate came out, there were about 125,000 bus 
already shipped down there; but Mr. Harris went out to Scott 
started to shipping grain. We did not have an office down thx 
we did not have a telephone; we did not have a post office box, 
machinery, no crew. So I said, “Ship that grain to Wichita 
delay it all you can, and then divert it to Kansas City to kill the tim: 

I had to negotiate the transfer arrangement with the railroad, 
“KCS.” There was no insurance rate based down there; they car 
their own insurance. 

The attorney said in this lease they had to have $100,000 worth 
insurance on the buildings. That was a requisite. The produce: 
owned grain had to be insured. I had to go down to Joplin and get 
hold of a rate man that was working out of St. Louis. I had him 
go down there, establish the rate, and get the policies written before 
the buildings could be occupied and the grain put in there. I mace 
several trips down there to get the crews going. I would go dow! 
there. You could not get compensation—— 

Mr. Corrrer. Was this after you made some definite arrangen 
with Mr. Harris as to what you were going to get? 

Mr. Yancey. I had the contract made exactly. He copied it. Ii 
said he would give Lloyd one just like it, and copied this from 
copy. 

Mr. Correr. June 11? 

Mr. Yancry. June 19, 1949. 

Mr. Correr. Were you supposed to spend your own money in | 
connection / 

Mr. Yancey. There was nothing said about it and I was not 
posed to quit my job with the firm I was with and spend all my t 
down at Crowder. If that producer grain was shipped to Ka: 
City for inspection, he had to have it inspected ; somebody was go 
to have—in fact, the first 125,000 bushels went down there, I sent 
list every night of what building to put it in, stored in crates. 
controlled the operations of the boys down there. 

Mr. Correr. Mr. Lloyd was in charge down there ? 

Mr. Yancey. That is right, and you could not let these cars stac! 
up on you, if you get 40 cars down there drawing $2 a day demurrage, 
and up to $5 in a couple of days. 

Mr. Correr. He had a similar agreement with Mr. Harris, d 
he not / 

Mr. Yancey. Yes, sir: I understood so. 

Mr. Correr. And then did it follow that eventually a direct agre 
ment was made with CCC to store CCC grain? 

Mr. Yancey. What happened when they came out and announced 
a loan rate, instead of penalizing them 11 cents a bushel, Mr. Har 
was going to absorb that himself rather than penalize them, becaus 
they were delaying—if it had been the loan rate in Kansas City, | 
the freight down there on the way to the Gulf, it might have lx 
all right. 

So he came up to me and said, “What can I do?” I said, “ 
only thing you can do, they need the space. Go over and see the Com 
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modity and see if you can make a deal with them to ship grain out 
of the terminal markets, thereby making space for the country run 
grain,” because they could ship grain from Kansas City to Crowder, 
pay the freight from Kansas City to Crowder, get a transfer agree- 
ment, bill it on to the Gulf, and get credit for the through rate from 
Kansas City to the Gulf. So nobody would be penalized. 

That opened up about 2,000,000 feet of space in Kansas City so 
that it could be shipped from Wichita or wherever Commodity wanted 
to ship it from. 

So he went over and made the arrangements with them himself. 
They handled all their business direct from then on—Mr. Harris and 
Commodity—and worked together on the filling of the buildings. 

Mr. Correr. Did there come a time when Don Lloyd left this 
arrangement ¢ 

Mr. Yancey. I do not remember just when Don left. I was down 
there on a week end, and then | was down there on Wednesday. l 
think he quit that Friday there in the fall of-—— 

Mr. Correr. 1949? 

Mr. Yancey. 1949, I believe. 

Mr. Correr. Then did Mr. Harris settle up with him? 

Mr. Yancey. As to that, I do not know what the settlement—it 
was never discussed with me as to the extent of the settlement. although 
Don said he got out and got a settlement I do not know what 
it Was. 

Mr. Correr. Did you have discussions with Mr. Harris and Bill 
Smith and E. V. Turney with respect to forming this Kan-i-Mo Corp. 
during this period ? 

Mr. Yancey. Later on Harris came in one time and said he wanted 
to form a corporation. 

Mr. Correr. What was the purpose of it? 

Mr. Yancey. He made all the arrangements. I think Turney rec- 
ommended Lane and Woodruff. I know I did not. Mr. Harris han- 
dled all the arrangements about the corporation. 

Mr. Correr. Whose idea was it? 

Mr. Yancey. His. 

Mr. Correr. What was the purpose of it ? 

Mr. Yancey. Well, as near as I remember, of course I had this in 
terest here all the time; and if they formed a corporation, whether I 
wanted to or not, I was going to insist on this—they never sent for 
me as to what division or anything else on the rest of it; I was not 
consulted on that, except at one or two meetings with the lawyers. 

But the purpose, I believe, the way I understood it, Turney was 
in very poor health and War Assets was folding up and finally trans 
ferred a few of the crew over to General Services Administration, not 
very many. They gave them termination notices. 

The way I understood it, if it was formed and things worked out, 
Turney intended to run an office in Kansas City for the corporation. 

Mr. Correr. Kan-i-Mo Corp. ¢ 

Mr. Yancey. And if they took on any more storage places, Smith 
was to look after them. Harris could not be out at Scott and run a 
business out there unless he had men to run these other places. That 
is the way I recall it. 

Mr. Correr. Did they plan to rent more facilities from War Assets? 
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Mr. Yancey. No. War Assets—I know they had one big steel plant 
in East Illinois, I think Madisonville. They told me about it and 
said they had been peddling everywhere to try to sell to Dow Chemical. 
They said they were getting tired of paying $90,000 a year taxes to 
the county down there on it and wanted me to goalown and look at it. 

I went down and looked at it. It would store about 20,000,000 
bushels of grain, the way I estimated it; but it was too big a propos 
tion. Then Harris and I went over to Sunflower; that was under 
Army engineers at Omaha. I called a friend of mine I used to work 
with in Army Air Force procurement out there. Wichita had 13 
States. 

He said he had a lease over at Sunflower Ordnance with a lot of 
empty buildings. I took Harris and his son over there one Sunday 
and looked at them. We had an appointment with Major Rogers 
They were very good buildings but not suitable. I told Rogers that 
I would not have them if they would let us have them for nothing. So 
that was the end of that. 

So I drove out to Salina and met Harris and looked at the buildings 
at Phillips. That belonged to Army engineers. 

Mr. Correr. Did there come a time when Harris became anxious to 
renew his lease with Camp Crowder ? 

Mr. Yancey. As I remember it, I went down several times and 
looked at the grain. Lloyd sent me samples out of each bin, a repre- 
sentative sample on every building down there; and I examined them 


myself. 
Mr. Correr. What kind of grain was shipped in there, incidentally ? 
Mr. Yancey. The first 125,000 bushels, the country run grain, 
was dry and graded better out than it went in on straight grades. 


Mr. Correr. What about the other? 

Mr. Yancey. It would not have kept in anybody's elevator. It was 
a mixture of different kinds of grain, high moisture. It would be 
impossible to keep it. The cars started to turn from one elevator to 
an industry, and it would not even grade within 20 percent of what 
it had originally graded 2 days before. 

Mr. Correr. Where did that grain come from, Mr. Yancey? 

Mr. Yancey. I do not know exactly except out of different termina! 
markets. 

Mr. Correr. Would any of it come from your company’s bins? 

Mr. Yancey. We do not operate a terminal elevator. I used to 
in Wichita. 

Senator Tuye. Mr. Chairman, might I make an inquiry at this 
point? Who owned this grain that was so high in moisture that it 
would deteriorate ? 

Mr. Yancey. Commodity shipped it down there. I do not know 
whether they owned it. It was their grain. They would give an 
elevator order to load 100,000 bushels of grain for Crowder. 

Senator Tuyr. Would the Commodity Credit Corporation accept 
that type of high moisture grain from the producer? 

Mr. Yancey. They had a limit of 14. I think above 14 it graded 
tough and they would not make a loan on grain over 14 percent, 

Senator Tuyr. Was this grain over 14 percent ? 

Mr. Yancey. As to that I do not know. I imagine it is right on 
the line. 





STORAGE AND PROCESSING ACTIVITIES OF CCC 837 


—. Ture. But 14 percent moisture would keep, would it not ? 

Mr. Yancey. No, sir. 

Senator Tuyr. Will the Commodity Credit make a loan on any 
grain that will not keep‘ 

Mr. Yancey. They make it on 14 or less. That is the line. [f it is 
above 14, 14.1, 14.2, it grades tough. 

Senator Ture. They will reject 14.2, will they not? 

Mr. Yancey. They will not make a loan on it. 

Senator Tuyr. Consequently, Commodity Credit was accepting 
grain that was breaking down. It was breaking down right in transit. 

Mr. Yancey. Yes, sir. And I think if they had ever called Fed- 
eral on them, there would probably have been some trouble. I do not 
know. That is just my opinion. 

Mr. Correr. In seeing that this grain was coming in in poor condi 
tion, did you not insist on a reinspection / 

Mr. Yancey. I did not enter into that. I know that Mr. Harris 
did complain to Commodity; at least he told me he did. He called 
them and complained about it. He had a moisture tester down there. 
Evidently it was running over. I was not supposed to go down there 
at any time except after work or holidays or week ends. 

Mr. Correr. But were you not supposed to be the expert on the 
terminal end of it / 

Mr. Yancey. Sir? 

Mr. Correr. Were you not supposed to be the expert on the termi- 
nal end of it / 

Mr. Yancry. Not on Commodity. I would not have any business 
entering into a deal between Mr. Harris and Commodity on their own 
grain. That is up to them. 

Mr. Correr. As an experienced grain man who had a 20 percent net 
deal in the business, would you not be interested in protecting the 
company ¢ 

Mr. Yancey. That would be carrying it a little far on my part, I 
believe. After all, Commodity knows how to run their business, and 
it was their grain. I instructed Lloyd down there to keep every—I 
never read either one of them, but I think the Commodity Credit lease 
had the building numbers on their lease, and I told Lloyd to put on 
every unloading sheet the car number and the bin it went in and to 
keep it separate. 

Mr. Correr. You did not have an identity preserved contract, did 
you! 

Mr. Yancey. I do not know what kind: I did not read it. 

Mr. Correr. Did Mr. Harris ever indicate to you that he was having 
difficulty getting renewal of his lease with War Assets? 

Mr. Yancey. No, sir; that was news to me today. 

Mr. Correr. Did Mr. Smith or Mr. Turney ever indicate to you that 
they were disappointed or angry at Mr. Smith because of : any negotia 
tions that had fallen through i in the fall of 1949? 

Mr. Yancey. You mean Mr. Harris? 

Mr. Correr. Mr. Harris, yes. 

Mr. Yancey. No; they did not discuss it any. 

Mr. C orrer. Were the *v disappointed because the deal fell through 
on the Kan-i-Mo corporation ? 

Mr. Yancey. They were concerned in this respect, that Smith got 
his termination notice early iri 1949—I do not know just when. 


»2—pt. 1 { 





S38 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Turney was finally put on the retired list. They liked to have defi 
jobs. They saw this thing folding up. 

Mr. Correr. Do vou know any reason why they did not reply 
his letter when he wrote in asking about a renewal ¢ 

Mr. Yancey. Oh, it could have been that Turney was sick. | 
not know, no, sir. 

Mr. Correr. Mr. Harris did get in touch with you, did he not, ab 
the renewal ? 

Mr. Yancey. He finally came in and said, “ We had better be gett 
a renewal on that lease.” 

Mr. Correr. Did he tell you he had written and had not got 
reply ? 

Mr. Yancey. I have vot a copy of the letter, I think. 

Senator Kem. He sent you a copy of his letter to Mr. Turney 
the time it was written ? 

Mr. Yancey. Yes. 

Mr. Correr. Then he came in to you and talked to you persona 

Mr. Yancey. Yes. 

Senator Kem. When did he come in and talk to you personally / 

Mr. Yancey. Early inthe spring. I do not know just when it 
It was not too long before time to renew it. 

Mr. Correr. Did you see Smith and Turney about renewing 
lease ? 

Mr. Yancey. When he called me, 1 think at the hotel, about 
renewal, I said, “Well, we had better see where we are going first 
He said, “What do you mean?” I said, “Well, the Government 
ordered out that milo. You have got a lot of space down there now 
If they order out this wheat, you will not want to renew the leas 
unless you are going to have some grain down there.” 

So that is when that letter was written—a little before that, | 
think—seeing whether they were going to order out about that oral 
keeping there. This is a photostatie copy of it. 

Mr. Correr. Is that the letter of February 8, 1950? 

Mr. Yancey. Yes, sir. 

Mr. Correr. May we have that marked for the record? Wil! 
identify it? 

Mr. Yancey. Written February 8, 1950, to the Commodity Cr 
Corporation, Fidelity Building, 911 Walnut Street, Kansas City. Mo 
attention Mr. Walton and Mr. Cowan; signed by V. M. Harris Gr: 
Co., Mr. V. M. Harris. 

The Cuarrman. We will put that in the record at this point 

(The document referred to above follows:) 


ExuHibir No. 34 
FEBRUARY 8, 1 
COMMODITY CREDIT CORPORATION, 
Fidelity Building, Kansas City, Mo. 
(Attention: Mr. Walton and Mr. Cowan.) 

GENTLEMEN : Since receiving your wheat here, which evidently had consid 
able saturation of weevil eggs, and, too, an especially bad fall and winter 
store grain apparently over most of the southern part of Missouri, it now se 
very definite that there is considerable question of being able to hold the zg 
in storage here. 

We have treated this wheat several times and got part of it turned bet 
we had to start shipping out the milo. I might add that the milo seems t 
coming out in good shape. We just received a carload of fumigant wh 
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made of SO percent carbon tetrachloride, 20 percent carbon bisulphide, activated 
with 2 percent sulphur dioxide. We have plenty of fumigant to go on with, as 
you Will see. 

The main trouble seems to be a very high relative humidity this fall and 
winter, and the surface of the grain in the large buildings draws some moisture 
which apparently is impossible to keep out. This, of course, tends to more 
infestation. 

Today, we just received a shipment of calcium chloride which we are very 
nxious to find the results by using it, as we would like to know ourselves 
whether or not the surface of the grain can be kept dry in these buildings regard 
ess of the high relative humidity. We are getting porous sacks to fill with 
the chemical to hang in the buildings. Chemists tell us this will do the job. 
If this is true, it would seem like it might be possible to successfully store 
grain in this area It is definitely necessary to hold down moisture in order 
to completely eradicate infestation. 

On account of the reasons above described, we wish to be relieved of the 
\bligation of holding the grade covered by the “in” inspection We are very 
anxious to go ahead and see just what can be done with grain in this area and 
particularly in the large wide frame buildings We are not wanting to evade 
iny labor or expense that it might take to carry this grain on through and 
rust that you will realize just what we mean 

We will be through shipping the milo in a very few days and will then be 
ible to continue turning the wheat We want to assure you that we want to 
ooperate with the Department of Agriculture in every respect and that good 
‘esults will be the final answer 

Yours very respectfully, 
V. M. Harris GRAIN Co. 
V. M. Harris. 


Mr. Correr. Will you proceed to tell us what else you did, what 
other negotiations were had ? 

Mr. Yancey. Well, Mr. Harris, when I told him that—— 

The Caarrman. Was this letter that you have just placed in the 
record sent by Mr. Harris to the Commodity Credit as a result of con- 


versation that you two had in respect to—— 

Mr. Yancey. I referred to the letter and the fact that they might 
order that grain out. That letter was written prior to that time. 
That is the photostat of it. 

The CHarkMan. But your advice was that there was no use to renew 
the lease ¢ 

Mr. Yancey. Not if they were going to order that grain, I was 
ifraid it wasn’t going to keep. 

Mr. Correr. Did Mr. Harris vet further commitments or did you! 

Mr. Yancry. Mr. Harris said he would get in touch with Com- 
modity Credit and he wished I would get in touch with War Assets 
and see about both angles. 

Mr. Correr. Did he get in touch with them, do you know ? 

Mr. Yancey. So I tried to get hold of Turney and Turney was 
home sick as I remember it, and I told Smith—he was an assistant out 
there—I said, “Smith. Harris is down in room so-and so- and wants 
to talk about renewing that lease.” I said, “I am awfully busy, but 
[ will try to get over there after the market closes at 1:15,” so as I 
remember it, I got over there. 

Smith was already there, and I think Mr. Harris, young Harris. 
[ wasn’t in there but a few minutes until somebody knocked on the 
door and in comes a man, a stranger to me. Mr. Harris introduced 

In as Mr. Hall. 

Mr. Correr. Of CCC? 

Mr. Y aNcry. Yes, sir. So I heard Mr. Harris ask Mr. Hall] about 


ether they thought they would leave that grain in there or he may 
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have brought something up—I don’t remember about it, asked if he 
was going to leave that grain inthere. He said he thought they would, 
they would send a man down there after they got this letter, examined 
it and held a meeting over there. 

He wasn't an authority, but he was of the opinion that they would 
leave it down there. Mr. Harris asked him about filling up the vacant 
space down there. 

Mr. Correr. They gave him a commitment for additional graiy 
didn't they ? 

Mr. Yancey. The empty space wouldn't bring in any revenue and 
the place wouldn't make any money. 

Mr. Correr. Didn't he bring him a commitment for additiona 
storage ¢ 

Mr. Yancey. To answer that, I don’t remember. He may hav 
I can’t recall. 

Mr. Correr. What was this conversation about, “What is in 
for us” / 

Mr. Yancey. I didn’t hear that. I was only there a few minut: 
and went down the street with Hall, and he was telling me he wa 
going to go to Japan to see a boy in the service. I went over to the 
office after work. I got in touch with Turney and Bill was going to 
talk to him and see how soon Ed could be in shape to negotiate the 
lease. He was the only one that could. He said they would have 
ready in a few days. 1 don’t know whether they mailed it to Hart 
or whether I gave it to Harris. 

Anyway, he took it, had it signed and I remember meeting him 
the depot and either giving it to him and getting it back, and getting 
it back to the boys. There wasn’t any trouble. 

Mr. Correr. Did you feel you had been responsible for his getting 
the lease renewed, that he wouldn't have been able to get it renewe 
unless you interceded / 

Mr. Yancey. All he would have to do was get in touch with Turney 
or Turney’s boss out there. 

Mr. Correr. Did you hear the testimony of Mr. Harris this morning 

Mr. Yancey. It’s news to me. 

Mr. Correr. You mean this is the first time you have had any 
indication / 

Mr. Yancey. Other than what I read in the paper. 

Mr. Correr. You say that you knew Turney and you knew Smith 
from WPB days? 

Mr. Yancey. Yes,sir. I think they were in the Government service 
10 years, I am not sure. 

Mr. Correr. At this time had either you or to your knowledge 
bad Smith or Turney been paid anything for your efforts on behalf 
of Mr. Harris’ operation / 

Mr. Yancey. No, sir; not even a greeting card for Christmas. 

Mr. Correr. Are you quite positive that on the occasion of t! 
meeting you did not ask what you were going to get out of t! 
operation ¢ 7 

Mr. Yancey. I didn’t ask. I never made such a statement it 
life. I had this contract. That’s the only agreement I ever had w 
anybody. , 

Senator Kem. I do not understand that he asked that. The test 
mony is Mr. Smith asked, 
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Mr. Correr. But in his presence I understood. 

Senator Kem. Did you hear Smith ask that ¢ 

Mr. Yancey. As I recall it, I don’t remember. 

Senator Kem. Did you hear Mr. Smith ask what you were going 
to get out of it ¢ 

Mr. Yancey. No. 

Senator Kem. Did you hear him ask anything of that kind or 
character ¢ 

Mr. Yancey. No. 

Senator Kem. Mr. Yancey, did it occur to you that it was unusual 
that these Government officials should go to Mr. Harris’ hotel room 
to talk about this public business ? 

Mr. Yancey. On renewal of that lease I don’t see anything wrong. 

Senator Kem. It didn’t strike you as unusual at all ¢ 

Mr. Yancey. No, sir. 

Senator Kem. Is it the normal way people wanting to do business 
with Government officials act, that they vo to the office of the Govern- 
ment agency and talk there about business ? 

Mr. Yancey. They could go clear out to Pratt & Whitney. 

Senator Kem. But it is no farther from the Phillips Hotel to Pratt 
& Whitney than from Pratt & Whitney to the Phillips Hotel. 

Mr. Yancey. Unless the boys come down to lunch—— 

Senator Kem. They don't often dothat. It is about 6 miles, isn’t it / 

Mr. Yancry. Quite a long way. 

Senator Kem. It is just as long one way as it is the other, is it not? 

Mr. Yancey. Yes, sir. 

Senator Kem. You have done business with a lot of Government 
agencies, have you not ¢ 

Mr. Yancey. Yes, sir. 

Senator Kem. Did you ever know officials of a Government agency 
coming to a man’s hotel room to discuss the business of the Govern- 
inent ¢ 

Mr. Yancey. Oh, I imagine in some cases, yes, sir. 

Senator Kem. You imagine so, but whut case did you ever see that 
done in? 

Mr. Yancey. Well, I can’t remember. 

Senator Kem. What did you say ¢ 

Mr. Yancey. I say I don’t remember any particular—— 

Senator Munpr. Did it ever happen in your experience? Did they 
ever come down to your hotel 100m to do business with you 4 

Mr. Yancey. On investigations I have had where I was working 
day and night and Sundays, I have had the respondent come down to 
the hotel. 

Senator Kem. An investigator comes to get your testimony, that is 
different, but here are responsible Government officials conducting a 
business involving thousands and thousands of dollars. Did that 
strike you as being peculiar? 

Mr. Yancey. Not under War Assets because they were calling on 
everybody they could trying to dispose of that. I know they were 
making trips to St. Louis. 

Senator Kem. This is already disposed of. 

Mr. Yancey. I mean in their activity. 

Senator Kem. If they were so anxious to renew this lease, why 
didn’t they answer Mr, Harris’ letter? 
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Mr. Yancey. There wasn’t any particular hurry about it. 

The lease wasn’t going to expire. 

Senator Kem. Wasn't he entitled to the courtesy of a reply ’ 

Mr. Yancey. Another thing is the Commodity Credit could ha 
put the pressure on there if they wanted to leave that wheat ther 
they could put the pressure on that other agency and they could ha 
kept that lease there as long as they wanted to. 

Senator Kem. That is quite clear. 

Mr. Yancey. Yes, sir. 

Senator Kem. Perhaps they did put some pressure. Do you know 
any reason why these Government officials came to Mr. Harris’ roo: 
in the Phillips Hotel? 

Mr. Yancey. He evidently called Hall and Hall said, “We will dr 
over.” Idon’t see anything off-color on that. 

Senator Kem. You don’t see anything out of the ordinary / 

Mr. Yancey. I would hate to question the integrity of any of t 
Commodity Credit officials in Kansas City or the War Assets bx 
down there. I think the records here in Washington should be ava 
able as to their honesty, ability. 

Senator Kem. The committee has had quite a little testimony 
ready on that subject, you know. 

Mr. Yancey. Yes, sir. 

Senator Kem. We have had several days of that. 

Senator Munpr. What time of the day did this meeting take pla 
Mr. Yancey ¢ 

Mr. Yancey. As I remember it, I got over there around probal 
1:30, a quarter to 2. It was after the market closed, because I ca) 
leave the floor. 

Senator Munpr. When vou got there the meeting was in progres 

Mr. Yancry. Yes, sir. 

Senator Mcnpr. Who was in the room when you got there ? 

Mr. Yancey. I said as I remember it Smith was there and Mr. Ha 
risand Vernon Harris. 

Senator Munpr. That is Mr. Harris’ son? 

Mr. Yancey. Yes, sir. 

Senator Munpr. Mr. Harris’ son’s wife, was she also there? 

Mr. Yancey. I don’t recall that she was. 

Senator Munpr. Are you sure that she was not? Are you prepa 
to swear she was not? 

Mr. Yancey. I am sure if what transpired was as Mr. Harris 
scribed it, I would remember it, if she had been there. 

Senator Munpr. That doesn’t quite answer my question. Are 
prepared to swear under oath that she was not in the room ? 

Mr. Yancey. I couldn’t recall, sir. I never paid any particu 
attention to whether she was there or not. I don’t believe she was 

Senator Munpr. But you are not so certain in your own mind that 
you are prepared to swear under oath she was not there. I am not 
trying to urge you to say anything you don’t want to say. 

I am just trying to find out are you or are you not prepar 
swear under oath that she was either in the room or out of the roo: 
or do you prefer to say that you are not sure ? 

Mr. Yancey. I am not sure. 

Mr, Correr. Mr. Yancey, I think you said this was the first occas 
you ever met Mr. Hall of the CCC. 
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Mr. Yancey. That’s right. 

Mr. Corrrer. Have you met him on occasion since then? 

Mr. Yancey. No, sir. 

Mr. Correr. Have you ever discussed with him the fact that you 
did go out with him ? 

Mr. Yancey. Just walked out down the street. 

Mr. Correr. How do you recall so clearly that you left with him? 

Mr. Yancey. I couldn’t say. I remember him telling me about 
taking this trip to Japan. 

Mr. Correr. You don’t know whether he would substantiate the 
fact that you left the hotel with him? 

Mr. Yancey. I think he would. 

Mr. Correr. Have you talked to him about it? 

Mr. Yancey. No,sir. Ihave neverseenhim. I wouldn't recognize 
him if I saw him. 

Mr. Correr. I don’t believe I have anything further. 

The Cuamman. Are there any further questions / 

Senator Munpr. I am a little bit confused about the testimony 
which we have heard today, Mr. Chairman, which as I understood 
it this morning found Mr. Harris stating that Mr. Smith had asked 
what there was in it for him, and that Mr. Yancey and Mr. Smith 
had asked for 40 percent of the profits. Did you discuss at any time 
you were in that hotel room, Mr. Yancey, your share with Mr. Harris 
in the deal ? 

Mr. Yancey. No, sir. 

Senator Munpr. Did it come up in any part of the discussion as 
to who was to participate in the profits? 

Mr. Yancey. I don’t remember any discussion about that at all. 
It must have happened before I got there, if anything happened like 
that. 

Senator Munpr. There was no mention made while you were in 
the room of any division of the profits whatsoever ¢ 

Mr. Yancey. No, sir. 

Senator Munpr. It was your assumption then while you were in 
he room that this was strictly a deal between Mr. Harris and the 
Government officials, and that either you, Mr. Smith or Mr. Turney 
were in any way to share in the profits? 

Mr. Yancey. In nothing that I remember was there any discussion 
like that when I was in the room. 

Senator Munpr. So it was your understanding then as a participant 
n the conference that as of that time the deal was strictly between 
Mr. Harris and the Government. Neither Mr. Smith, Mr. Turney 
nor Mr. Yancey were to participate in any of the profits? 

Mr. Yancey. I had this written contract. I wouldn’t see why I 
would be discussing anything about anything else. I told exactly 
what happened as I remember it, recall it, just a while ago here. 

Senator Munpr. What percentage of the profits does that contract 
cuarantee ¢ 

Mr. Yancey. Twenty percent. 

The Cuarrman. And Mr. Lloyd was to get 20 percent, which made 

iggregate of 40 percent. 

Mr. Yancey. Yes. I think I have a wire here. 
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Mr. Correr. Would you indicate when you did take up with M, 
Harris what you were going to collect with respect to this 20-perce 
agreement ¢ 

Mr. Yancey. Oh, I would say in the fall of 1950-—— 

Mr. Correr. You asked him what the profits were? 

Mr. Yancey. No; just for some idea of an accounting, what the 
expenses were, and what money had been collected, some idea. 

Mr. Correr. How many times did you go down to Camp Crowde: 

Mr. Yancey. Oh, Camp Crowder in Joplin, I imagine 15 or 20 tiny 

Mr. Correr. Did you take any other trips in connection with t 
business / 

Mr. Yancey. I drove down to look at that steel plant in Madis 
[ll., and drove to Sunflower, Topeka. 

Mr. Correr. Have you received any advances from Mr. Harris / 

Mr. Yancey. Just on that one trip to east Lllinois. I drove t 
Salina and looked at Camp Phillips, Wichita, looked at Parks V 
out there. It didn’t belong to the Government. 

Senator Kem. Was that in connection with business of the Kan-i-M 
Co. / 

Mr. Yancey. Yes, sir. 

Senator Kem. Mr. Turney was a stockholder and a member of thy 
organization in the Kan-i-Mo Co., wasn’t he ? 

Mr. Yancey. Well, he was in the organization, I would say. 

Senator Kem. He participated in the meeting, did he not? 

Mr. Yancey. Yes, sir. 

Senator Munpr. How about Smith? Was he also a member? 

Mr. Yancey. He wasn’t an official. 

Senator Kem. He was a stockholder, wasn’t he ¢ 

Mr. Yancey. He was to be. I don’t think—no stock was ever 
issued. 

Senator Kem. Do you see any difference between Mr. Smith 
Mr. Turney participating in the Kan-i-Mo Co., organized for the | 
pose of effecting leases on Government installations, and the part 
pation of Mr. Turney and Mr. Smith in the Camp Crowder contract 
with the Harris Grain Co. ¢ 

Mr. Yancy. I didn’t get the question, Senator. 

Senator Kem. Do you regard Mr. Turney and Mr. Smith's part 
pation in the Kan-i-Mo Co., in view of the purpose for which it was 
organized, that is to effect leases on installations on Government proj 
erty, as entirely proper? 

Mr. Yancey. As long as an official of the Government, the way | 
understand it—— 

Mr. Hopvees. Answer him yes or no. Don’t make a speech. 

Mr. Yancey. I will have to hear the question again. 

Senator Kem. Read it to him. 

(The pending question was read by the reporter. ) 

Mr. Yancey. I think it would be proper if they resign their jobs 
and go with the corporation. 

Senator Kem. They did not resign their jobs, did they ? 

Mr. Yancey. They didn’t effect any leases with the corporatior 
good representatives. 

Senator Kem. There was an arrangement made out at Camp | 
lips according to this memorandum, wasn’t there? 


>} 
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Mr. Yancey. War Assets didn’t have anything to do with Camp 
Phillips. That is under the Army, headquarters Omaha, Colonel 
Goodall is the man up there. 

Senator Ture. May I get this straight. The buildings in question, 
were owned by the Army ? 

Mr. Yancey. Yes, s 

Senator Tuyr. T hat i is a Government property, is it not ¢ 

Mr. Yancey. Yes, sir, but not War Assets. 

Senator Ture. No; but it is Government property. And whether 

is Government property under War Assets or under the Army, it 

still Government property, isn’t that true ¢ 

Mr. Yancey. I imagine so. I don’t know just what— 

Senator Kem. And you see no impropriety in officials of the War 
Assets dealing in Government property ‘ 

Mr. Yancey. It all depends on what the circumstances are. 

Senator Kem. Under these circumstances. 

Mr. Yancey. I don’t think I am qualified to answer. 

Senator Kem. It is a plain question. I think the witness should 
uwswer, Mr. Chairman. 

Mr. Hopeér. If you don't know, you can say you don't know. 

Mr. Yancey. I dont know. 

Senator Kem. Is that the answer of the witness or his attorney ¢ 

The CuatrMaNn. It is apparently the answer of the witness. 

Senator Kem. Through his attorney, I notice. 

Mr. Honer. Sir, | merely advised him if he didn’t know, he could 
answer the question in that manner. 

Mr. Correr. Mr. Yancey, did you receive this telegram from Don 
Lloyd on some occasion ¢ 

Mr. Yancey. Yes, sir. 

Mr. Correr. You might as well read it into the record. Then you 
i keep it. Itis your paper. 

Mr. Yancry. April 3, 1951, sent collect from Scott City, Kans., 
Glen Yancey, care Yancey Grain Co., Kansas City : 

In reference to phone conversation, the interests of net profit on Independence 
and Camp Crowder were to have been divided as follows: 60 percent to V. M 
Harris, 20 percent to you and 20 percent to me. Independence was subleased 
to Spencer Chemical Co. for $13,346.59 leaving a net profit of $8,346.59 which 
was never divided to my knowledge Niedorp, Warders and I were all witnesses 

Don Lioyp 


Mr. Correr. Did Mr. Harris ever give vou an accounting under vour 
iwreement with him ? 

Mr. Yancry. No, sit 

Mr. Correr. Have you ever asked him for one? 

Mr. Yancey. Yes, si 

Senator Munpr. Mr Chairman, before we leave this hotel confer- 
ence entirely, I would like to ask our committee counsel what he pro- 
poses to do to resolve this direct conflict in testimony. We have Mr. 
H irris testifying to the exact opposite from what we have Mr. Yancey 

tifving. Am I correct in my understanding that both Mr. Smith 

i! “i Mr. Turney are deceased ¢ 

Mr. Correr. That is right. 
Senator Munpr. So that the other participants we know about. in 
the conference were Mr. Harris’ son, the wife of Mr. Harris’ son. We 
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don’t know that, and also Mr. Yancey doesn’t know, and Mr. 
who I believe is with the Commodity Credit Corporation, is that rig 

Mr. Correr. Yes. Before today we did not know about Mr. ) 
cey’s son and daughter, and I think the testimony is clear, at 
Mr. Harris’ testimony is clear, that Mr. Hall left before this co: 
sation took place. As TI recall it, Mr. Yancey— 

Senator Munor. Did Mr. Hall come in after you arrived and 
he leave with you! Is that your testimony ? 

Mr. Yancey. Yes, sir; as | remember it. 

Senator Munprt. It still seems to me that we should interview \; 
Hall or call him as a witness, because we can’t very well as a Se 
committee sit here and have a direct conflict in testimony, wit 
calling all the people who were present in the room to find out w 
lies the truth. 

Mr. Correr. Here is Mr. Harris’ statement : 

Mr. Hall then came to my room while Mr. Yancey and Mr. Smith were p 
and gave me the necessary information, which I passed on to Mr. Smit 
Hall then left the room. Mr. Smith then said-the lease could be renewe 
asked “What is in it for us?” 

So he has Hall as being gone. 

Senator Kem. There seems to be some question really that Mi: 
Harris, Jr., was there, because Mr. Harris says she was and Mr. Ya 
cey doesn’t know whether she was or not. 

Mr. Correr. That is true. 

Senator Munpr. I think both Mr. Hall, Jr., and his wife sho 
be subpenaed to testify. I think we have an obligation to find 
if there is perjury in this case, who is the perjurer. 

Senator Ture. Did I understand Senator Mundt to say Mr. H 
Jr. and his wife? I was going to say there was no junior. 

The Cuarrman. Harris, Jr. 

Senator Kem. I think we had better have Mr. Hall, too, to 
up the quest ion whether he was there or not. 

Mr. Correr. Mr. Wallace, Mr. Harris, Jr., and his wife d 
come on with you, did they ? 

Mr. Watuace. No. 

Mr. Correr. We will be glad to have them in. 

The Cuamman. Any further questions ? 

That is all. 

Mr. James Wallace. 

Do you solemnly swear to tell the truth, the whole truth and not 
but the truth so help you God ¢ 

Mr. Wautace. I do. 


TESTIMONY OF JAMES W. WALLACE, LANG & WALLACE, SCOTT 
CITY, KANS.—Resumed 


Mr. Correr. Mr. Wallace, do you want to give your full name 
occupation ¢ 

Mr. Watiace. James Wallace. I am a lawyer and live in > 
City, Kansas, practice there. 

Mr. Correr. And do you represent Mr. V. M. Harris? 

Mr. Wattace. I do. 

Mr. Correr. How long have you represented him, sir? 
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Mr. Waiace. Since some time between June 13 and September 
H”). 1951. I don’t remember the date of his retaining me, and I doubt 
if I could find it, because I made no minutes of that meeting. 

Mr. Correr. You weren’t his attorney earlier than that date? 

Mr. Watuace. No, sir. 

Mr. Correr. What is that date again? 

Mr. Wannace. Somewhere between June 13, 1951, and September 
20, 1951. 

Mr. Correr. I may be entirely mistaken, but I thought that I had a 
conversation with you some weeks or months ago in my office down- 
stairs, in which you advised me that the time that this irregular 
proposition was made to Mr. Harris. he came and told you about 
t (m | correct or am Iw rong. 

Mr. Watnace. You are correct. By the same token I am correct, 
Mr. Cotter. For a long period of time, and before I even went into 
the firm there, I think our firm has done the things Mr. Harris wanted 
qaone asa lawyer, read his abstracts, look over his contracts and things 
of that sort, the things that a farmer or a grain elevator operator 

i town of 3.000 people would have done. 

His conversations with me as concerns the transaction to which you 
refer was substantially earlier than June L?}. He did not retain me 
at that time. I made no charge for that conference or advice I gave 
him. I did not consider myself his attorney at that time. We were 
friends. 

He had no hesitancy in asking the question, or me to give him 
advice, but he did not retain me or pay me for any work connected 
with the Camp Crowder grain transaction, until subsequent to June 
13, or subsequent to the time that the first claim was submitted to him 
for loss. I fix the date June 13, for his files show that was the day the 
claim was submitted to him. I know it was after that. 

Mr. Correr. Try to fix the date you had this conversation with him 
with respect to this proposition that was made to him in the hotel room 
to W hich you previously testified. 

Mr. Watxace. That would be awfully hard for me to do. 

Mr. Correr. Approximately. 

Mr. Wattace. I would say it was several months, possibly a year, 
prior to June 13, but I couldn't fix the date, Mr. Cotter. I just don’t 
KNOW. 

Mr. Correr. Do you recall the conversation ? 

Mr. Watnace. Yes, I do. 

Mr. Correr. What did Mr. Harris tell you? 

Mr. Watiace. I would like to amplify that just a little, if I may. 
[ will answer your question. 

Che senior member of our firm, Mr. Lang, has his office at the back. 
He was gone on that day. I was in the back office and I was working. 
[ had my back to the entrance to the door. I had whatever I was 
doing spread on the desk. 

Mr. Harris walked in. This might fix the time. He was not wear- 
gacoat. As I recall, he was in shirt sleeves, so I am sure it was in 
he spring or summer. He walked into the office and he spoke and 
he said: “Jim, I am afraid I am getting into some kind of a mess.” 
He said, “I wonder if you would give me a little advice.” 
| said, “Mr. Harris, if I have it, you are welcome to it.” 


; 
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He said, “I guess you know that we are down at Camp Crowder 
storing or ain.” 

I said, “Yes, I know that you are. I have heard about it.” 

He told me that he had been attempting to renew the lease. He 
told me that he had wheat or grain—Lwon’t say it is wheat, but some 
kind of grain—stored in the premises of Crowder at that time, and 
it was necessary for him to secure an extension to his lease. 

He told me that he had been trying to get that thing extended, and 
that he had been to Kansas City a few days previous, : and that he h ud 
had a conference with Mr. Smith and Mr. Yancey pretty much as he 
has told this committee earlier in the day. 

Mr. Correr. Then you do fix the time as a few days after the 
occurrence happened ¢ 

Mr. Watwace. I didn’t represent him then. You asked me 
time I represented him. I didn’t represent him. 

Mr. Correr. No: I asked you to fix the time that he reported th 

Mr. Wauiace. You asked me to fix the time I represented him. 

Mr. Correr. Originally. 

Mr. Waxtace. I made no charge for that, but he told me it was 
a few days previous. 

Mr. Correr. Continue. 

Mr. Wauiace. He told me, he said, “I don’t want to do anyth 
that is not legimate,” and that was the word he used, “legitimate.” 

“What do you think about it?” 

I said, “Mr. Harris, I am giving you a thumb nail opinion without 
studying the law or the rules,” but I said, “the giving of influence 
is not very popular around Washington these days. I am sure that 
dealing with some person connected with a Department of the Govern 
ment where it might be said that his position was being used 

carrying out a business transaction would be contrary to the poli 
of the Department in which he was working, if not in violatior of 
the law.” 

I said, “Have you paid any money for this?” 

He said, “I have paid nothing.” 

I said, “Mr. Harris, if it were me, I would not permit myself to | 
placed in a position where it could ever be said that I bartered 
influence. I would not pay anything.” 

Mr. Harris, I believe, had a few papers in his hand, it looked like 
anenvelope. He said, “That is what I want to know,” and walked out 

The CuatrmMan. Did he explain to you what that—— 

Mr. Wauiace. Oh, yes.- 

Mr. Correr. There wasn’t any doubt in your mind as to the irreg 
ular nature of this alleged proposition, was there ¢ 

Mr. Wauuiace. | told him so. 

Mr. Correr. Did he explain clearly to you that the proposition was 
made by a War Assets employee ? 

Mr. Watuace. Oh, yes. 

Mr. Correr. In connection with the renewal of the War Assets 
lease ¢ 

Mr. Wauiace. Yes; I knew that. 

Mr. Correr. How come you didn’t tell him to report the t! 
Mr. Wallace? 

Mr. Watuace. He didn’t ask me for that advice as to whether 
should report it or not. 
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Mr. Correr. He did tell you he had agreed to the 35 percent. Did 
he tell you that? 

Mr. Watiace. I believe he had. I say I believe he had because I 
asked him, “Have you paid those folks any money?” I knew that he 
had not. 

Mr. Correr. Did he tell you at that time that he had been in other 
dealings with these people, Mr. Smith and Mr. Turney? Did you 
know about that Kan-i-Mo Corp. ? 

Mr. Watiace. Not then, no, sir. No, 1 didn’t know anything about 
that. 

Mr. Correr. When was the first time you learned about that ? 

Mr. Wattace. It was after June 13, and I can fix about the time. 

Mr. Correr. It isn’t important. It was after you were retained / 

Mr. Watuace. Yes, after that. 

Mr. Correr. But in giving of this story of this proposition that oc- 
curred in the hotel, he did not mention anything about his previous 
association with them ¢ 

Mr. Wauttace. Mr. Turney and these people? I don’t believe he 
did, Mr. Cotter. 

The reason I am sure of that, the only information I had, in a town 
of 3,000 people you know when somebody is storing grain down at 
Camp Crowder, and a lot of it. You just know those things. You 
hear it. 

I saw an ad in the paper earlier during harvest or immediately 
after, V. M. Harris Grain Co., that they could store growers’ produced 
grain at Camp Crowder. I think there was an enormous amount, 
a million or so bushels. I saw that ad, but I knew nothing about the 
details. We were not consulted and didn’t advise him. 

Mr. Correr. That is all, 1 guess. 

The Cuarrman. Did you know about the 20-percent contract that 
he had signed with Mr. Yancey? 

Mr. Wauiace. Senator, I didn’t know it then, no, sir. 

The Cuarrman. Did you know about the 20-percent contract that 
he had signed with Mr. Don Lloyd? 

Mr. Wattace. No, sir; I am sure of that. The reason I am sure 
of that is because I had known Don Lloyd and I knew that he was 
working with Mr. Harris, but I didn’t know anything about the 
details, salary, percent or what. 

The Cuarrman. Did he tell you how this 35 percent was to be 
divided ¢ 

The reason why I am asking you that, it seems he had already agreed 
to pay 40 percent to Lloyd and Yancey. He had a standing agreement 
on that, so Mr. Yancey testified. 

Mr. Wattace. That is right. I understand that. I understand 
that now. 

The CHarrmMan. Could it not be that he was talking about that agree- 
ment that Yancey and someone else had with respect to the 40 percent / 

Mr. Wautace. I hardly think so, Senator, because in answering the 
question you are asking me to say what was in his mind, and that is 
difficult for me to do. It would only be an opinion, but I am posi- 
tive that when he talked to me, that he was wondering, or his question 
was whether it was proper for him to divide any of the profit with any 
person who might be connected with the War Assets, Commodity 
Credit, anybody that had any public relations. 
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The Cuarman. That is the impression you got / 

Mr. Wauuace. That is the impression I got. But now once aga 
that was my observation. That was the conclusion I reached. 
whole conversation I don’t think lasted more than 5 minutes. 

The Cuarrman. Did you assist him in obtaining the renew 
the lease ? 

Mr. Watuace. Oh, no. 

The CHarrman. Did he have any difficulty to your knowledge 

Mr. Wautace. Not to my knowledge. I didn’t know a thing. 

The Cuarrman. That is all. 

Senator Munpr. In relating to you the conversation in the Phil 
Hotel, did Mr. Harris indicate that at that conference eithe 
Smith or Mr. Turney or both had propositioned him as to secur! 
part of the profits! Was this transaction that you were asked to g 
vour judgment upon a transaction which you understood had tak 
place at that conference in the hotel ¢ 

Mr. Watxace. I will attempt. although I know I am treading 
dangerous ground, to reconstruct what he said. 

He said that they had come over to his hotel room and he said 
he told me who was there, Mr. Yancey and Mr. Smith, and I beli 
he referred to who was to get the money as “those guys.” 

[ think he said, “And those guys wanted 40 percent, and they fina 
agreed to cut it to 35.” 

Then he told me this. This incident seemed in the conversat 
to be the thing that seemed to put him on notice, that stirred him 
because he said pretty soon that Mr. Hall came in with some sort of 
message that grain would be available, and this is the thing I reme: 
ber. He said, “I thought those guys were going to jump out t 
window. They didn’t want to see Hall. They were surprised why 
Mr. Hall came over there.” 

I remember that. But I think he said, “those guys.” 

Once again, as I say, the conversation I don’t believe lasted 1 
than 5 minutes. I was busy. Mr. Harris saw it. I don’t thir 
he intended to pay me for an opinion when he came in. I had n 
idea of charging. It was just free information. 

The Cuainman. Any further questions ¢ 

Thank you very much, Mr. Wallace. 

Mr. Lloyd. 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Luoyp. Yes, sir. 

The Cuairman. Have a seat, sir. 


TESTIMONY OF DONALD MORTON LLOYD, CHIEF OF POLICE, SCOTT 
CITY, KANS. 


Mr. Correr. Mr. Lloyd, will you give your full name and pres 
occupation f 

Mr. Luioyp. Donald Morton Lloyd, chief of police of Scott ( 
Kans. 

Mr. Correr. And at one time were you affiliated with the V. M 
Harris Grain Co. ? 

Mr. Lioyp. Yes, sir. 

Mr. Correr. In what capacity ? 
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Mr. Luoyp. I wouldn’t know exactly what you would call it. I 
supposed to be manager of the Camp Crowder warehouse, I 

eve is the way you would explain it. 

Mr. Correr. When was that, and for how long a time / 

\ir. Luoyp. I went down there about the first of July of 1949 and 
Mr. Harris and I severed relations December the 10th 1949. 

Mr. Correr. And on what basis did you go down there? Were 
ouona salary basis ¢ 

Mr. LLoyD. Twenty percent of the net profit. 

Mr. Correr. Twenty percent of the net profit 

\ir. Luoyp. Yes, sir. 

Mr. Correr. Did you get your expenses too/ 

Mr. Lioyp. No. I wasn'tsupposedto. I was to draw, | was to have 

lrawing account, because I had no other income, and needed money 


ve on. so Mr. Harris was going to advance me money, but it was 
made up at the time the net profit was divided. 
Mr. Correr. How was vour arrangement terminated with Mr. 


irris ¢ 
Mr. Luoyp. As I remember now, Mr. Harris returned a note to me 
for something a little over $1,000, and a $1.500 check. 
\Ir. Correr. Was that supposed to be 20 percent of the profit up to 
t time‘ 
Mr. Luoyp. He was just paying me off. 
Mr. Correr. On what basis? 
Mir. Luoyp. No basis that I know of. Just what was finally come to 
iwreement on. 
Mr. Correr. You agreed to that / 
Mr. Luoyp. Yes 
Senator Munpr. It amounted to about $2,500 ¢ 
Mr. Luoyp. Yes, and then what I had drawn during these 5 months 
lol expenses. 
Senator Munpr. The $2,500 did not include what vou had drawn 
Mr. Luoyp. No. 
Senator MuNopr. About how much was that. do you recall ? 
Mr. Luoyp. It would run a little bit better than $300 a month. It 
| be approximately $1,500, another $1,500, I believe. 
Senator Munpr. You got about $4,000 / 
Mr. Luoyp. Approximately. 
Senator Munpr. You negotiated back and forth as to what you 
id take in order to tear up your contract, and you agreed on 
“4.000. 1s that right ¢ 
Mr. Lioyp. It wasn't $4,000. It was this note and $1,500. 
Senator Munpr. Plus your drawing account ? 
Mr. Luoyp. Yes.sir. 
Senator Munpr. Roughly $4.000. Was that mutually agreeable? 
Mr. Luoyp. Well, at the time I didn’t think that 1 was getting what 
ild have vot out of it. 
Senator Munpr. You didn't have to invalidate your contract. You 
binding contract. 
Liorp. I didn’t know how binding it was. The contract reads. 
ng as we work together.” I took it as long as I was working 
I was entitled to that. He said he would stop hy drawin 
tif I did not accept. so | felt il] I could do was accept it 
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Senator Munpr. Did you return him his contract then ? 

Mr. Luoyp. It is marked “void.” I still have the contract. 

Senator Munpr. The contract was cancelled by you ¢ 

Mr. Luoyp. Yes. 

Mr. Correr. Were you in on any of these negotiations o1 
Kan-i-Mo corporation ¢ 

Mr. Luoyp. No, sir. 

Mr. Correr. Did you know that Mr. Turney or Mr. Smith of W 
Assets were having any business dealings with Mr. Harris? 

Mr. Luoyp. No, sir; I was at Camp Crowder unloading gra 
didn’t know what they were doing. 

Senator Munpr. Did you attend that conference in the Ph 
Hotel that has been discussed ? 

Mr. Luoyp. No, sir; I never knew anything about the confere: 
until I read it in the paper a short time ago. 

Mr. Correr. Did you bring up some records of the operation 
the company to Mr. Yancey or to Mr. Turney to have them audit: 
any time ¢ 

Mr. Luoyp. I did. 

Mr. Correr. Did you understand how Mr. Turney, who is present 
working for War Assets, would be auditing the V. M. Harris b 

Mr. Luoyp. No, sir. 

Mr. Correr. Do you know what the motive of the audit was 
time, what the purpose was? 

Mr. Lioyp. No, sir. 

Mr. Correr. Do you know whether it was to determine what 
20 percent was in the thing ¢ 

Mr. Lioyp. The way | understood it was Mr. Harris wanted t 
books audited to see where the money had been spent. He was | 
satisfied with the way the money had been spent, and he wanted | 
books audited. 

Mr. Correr. Who proposed this deal to you whereby you would g 
20 percent? Was it your idea or was it Mr. Harris’ idea? 

Mr. Luoyp. Mr. Harris offered me 20 percent to run the Indep: 
ence Air Base. That was where this started. It was on the | 
pendence Air Base. 

Mr. Correr. I think you had been formerly a State trooper 
area ¢ 

Mr. Luoyrp. Yes, sir; I was a State trooper at Independence at 
time he had came down there and looked at these building I 
called him and told him about them. I had been stationed at S 
City 2 years before. 

I was acquainted with Mr. Harris, I knew that he stored grai 
made a business of providing storage for all the farmers in that | 
of the country, and early in June it looked like they were g 
have a arge crop, and I called Mr. Harris up and asked hi 
had storage. He said no. 

Meanwhile Independence city had these buildings. L ck 
just how they had them, whether the Army had gave them 
or turned them over to them. Anyway. the city of | 
want to rent them, and I told him that they were availab! 
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He came down there and looked at them, and said that he would 
lease them if I would run them for him. I protested at first, I told 
him I din’t want torun them. I had my job as a State trooper. 

Well, he kept talking to me, and finally offered 20 percent net profits 
for my work. After a short time of consideration I accepted it. 

Mr. Correr. I don’t believe I have any further questions. 

The CuamrMan. Any further questions? Thank you very much, 
Mr. Luoyp. We will have an executive session now. 

(Whereupon, at 4 p. m., the committee retired into executive 
session. ) 

















INVESTIGATION OF STORAGE AND PROCESSING ACTIVI- 
TIES OF THE COMMODITY CREDIT CORPORATION 


WEDNESDAY, APRIL 23, 1952 


UNrrep STATES SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry. 
Washington, Dp... 

lhe committee met in executive session pursuant to call, at 4 p. m., 
in room 324, Senate Office Building, Senator Allen J. Ellender (chair- 
man) presiding. 

Present: Senators Ellender (chairman), Hoey, Holland, Aiken, 
Young, Thye, Kem, Hickenlooper, and Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations. 

Mr. Correr. This is Mr. Wolfe and Mr. DeMaras of the GAO 
investigating staff. 

The CHarrmMan. Do you solemnly swear to tell the truth, the whole 
truth and nothing but the truth, so help you God ¢ 

Mr. W oLFe. | do. 

Mr. DeMaras. I do. 


TESTIMONY OF CHARLES E. WOLFE, OFFICE OF INVESTIGATIONS, 
GENERAL ACCOUNTING OFFICE, NEW YORK, N. Y.; AND JAMES 
H. DeMARAS, INVESTIGATOR IN CHARGE, OFFICE OF INVESTI- 
GATIONS, GENERAL ACCOUNTING OFFICE, NEW YORK, N. Y. 


Mr. Correr. Mr. Wolfe, you are with the Compliance Division of 
GAO or the Office of Investigation ‘ 

Mr. Woure. Office of Investigation. 

Mr. Correr. And you are assigned to the New York office 

Mr. Woire. That is correct. 

Mr. Correr. And you had a conversation the other day with the 
Assistant Director of the CCC there / 

Mr. Wore. Yes, sir. 

Mr. Correr. About the sale of some beans / 

Mr. Wourr. Yes, sir. 

Mr. Correr. Will you give us the substance of that conversation ? 

Mr. Woirr. Well, it was a very short conversation. It took place 
last April 7, shortly before 5 o'clock. Mr. Kiefer contacted me. 

Phe CHamman. Will you identify Mr. Kiefer ? 

Mr. Wore. Mr. Kiefer is Assistant Director of the New York 
P. M. Commodity office. I was working in the office space that we 
ere assigned together with two other investigators, and Mr. Kiefer 

ntacted us. 
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He came in and said, “Well, we sold all the beans.” That’s the way 
he opened the conversation. Then he volunteered this information, 
that they had sold all the beans that they carried on the inventory 
records, which is approximately roughly about 360,000 bags. ; 

Mr. Correr. That wouldn’t be all the beans. Those are the 1948 
beans. 

Mr. Wourr. That is the ones on the New York books. 

Mr. Correr. Aren’t there later beans on the New York books than 
1948 beans ¢ 

Mr. Wotre. 1949 beans, yes. They have a few 1949 beans. Mostly 
1948 beans. 

Mr. Correr. There were around 358,000 bags ? 

Mr. Wo tre. I would say probably around 360,000, around there. 

The Cuarrman. Where were they located ¢ 

Mr. Wotre. Most of them were located in Lehigh, Horseheads 
Warehouse Corp., Horseheads, N. Y., the great bulk of them. 

Mr. Correr. Did he tell you who they had sold them to? 

Mr. Wotre. No; he didn’t. He said they had been sold to one indi- 
vidual purchaser on negotiated sale on an as-is-whereas basis for 
export. 

Mr. Correr. For how much? 

Mr. Wotre. A price between $2 and $2.50 per hundredweight. 

Mr. Correr. What is the list export price for those beans ‘ 

Mr. Wotre. Well, they have been carried on the export list at thi 
price of up to April. 

Mr. Correr. April 1? 

Mr. Woxre. April, yes; then they were dropped. Up to that time 
they had been carried on the export list at a price of $5.50 per bag, a 
hundred-pound bag. 

Mr. Correr. Then isn’t there a differential because they are off-colo1 
and age and so forth? 

Mr. Woure. That is right, they allowed $1 for off-color and a qua: 
ter a bag for each grade, No. 2 and No. 3. 

Mr. Correr. The domestic formula price on those is approximatel) 
$10.50 a hundred, I believe. Did Mr. Kiefer say anything about you 
keeping this information confidential ? 

Mr. Wore. Yes; I don’t recall the exact language, but he said t] 
CCC had taken pains to keep this secret, and he did not want. it | 
leak out to the public. He mentioned the public and the bean trad 

Mr. Correr. I thought he mentioned the trade. 

Mr. Wore. He mentioned both. 

Senator Kem. Who said that to you? 

Mr. Worre. Mr. Kiefer, who is Assistant Director of the New York 
Commodity office. 

Mr. Correr. Did he say anything else? 

Mr. Woxre. Not at that time. He didn’t elaborate on it. 

Mr. Correr. Did he say he was glad to get rid of them or anything 
like that ? P 

Mr. Wotre. No, no. 

Mr. Correr. But that they just sold this large quantity of beans’ 

Mr. Worrr. I think I made the remark that they would probably be 
happy to get rid of them, but he didn’t say anything. 

Mr. Correr. Did you find out who he sold them to? 
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Mr. Wotre. Yes, we did later on. 

Mr. Correr. From Kiefer? 

Mr. Wo tre. No, not from him. 

Mr. Correr. You talked to your office and you decided to go back and 
find out more about it, is that right ? 

Mr. Wotre. That is right. 

‘Mr. Correr. And you had Mr. DeMaras with you when you went 
back ¢ 

Mr. Wotre. Yes, sir. 

Senator MuNDT. Did Mr. Kiefer elve you any reason why he did 
not want the public to know ¢ 

Mr. Wore. Not at that time. He didn’t elaborate on it. 

Mr. Correr. And the subsequent conversation, at that conversation 
did you develop that information and get more information about the 
cale of beans ¢ 

Mr. Wore. We got a little more, not a great deal. 

Mr. Correr. Who did you see the next day ? 

Mr. Wotre. Wesaw Mr. DeWolfe. He isthe Director of the Com- 
modity office in New York, and Mr. Kiefer. 

Mr. Correr. The Assistant Director ? 

Mr. Wotre. That is right. 

Mr. Correr. What was the substance of that conversation ? 

The CuHamman. Will you give your name in full for the record. 

Mr. DeMaras. James H. DeMaras. 

Senator Munpr. Are you also an auditcr? 

Mr. DeMaras. I am an investigator in New York with the GAO. 

When Mr. Wolfe told me that Mr. Kiefer h: id told him this story, 


I was particularly concerned with the statement of “Let’s not let this 
ret out to the tr: ade.” 

I then arranged an interview with Mr. DeWolfe and Mr. Kiefer. 
Mr. Wolfe and I spoke to both of them. I told them I was there to 
learn why the statement “Let’s not let this get out to the trade,” was 


made, 

We discussed that back and forth. Then we got into the sale of 
the beans, and I asked them, “Who did you sell the beans to?” 

They said, “We wouldn’t tell you at this time. We would rather 
wait until a release comes out on it.” 

[ asked him what the price was. They didn’t care to disclose the 
price. I asked them whether the beans were edible. They said, “Yes: 
they are edible.” I said, “For human consumption ¢” They said, 
“Vas” 

Senator Munpr. Will you talk a little louder ? 

Mr. DeMaras. I mere ly asked the question whether the be: ans were 
edible and fit for human consumption. The answer was “Yes.” 

I asked whether it was better to ne cvotiate the sale or to dispos se of 
those beans on a comparative basis. ‘They said there was no price 
for 1948 beans, and the only way they could arrive at a price for 
those beans wouk 1 be | Vv negoti: ition. 

I didn’t take issue with Mr. DeWolfe. I merely said competition 
would still arrive at a price. It wasn’t pressed. 

[ want you gentlemen to understand that my purpose in going 
there was not so much the sale of the beans but this “Don’t let this 
information get. out.” I was very much concerned with that. That 
was the sum and substance of that conversation. 
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The Carman. Will you tell us at this point why you we. 
concerned / 

Mr. DeMaras. I don’t like my men being placed in a position of 
having any confidences wherein someone else may know it and it may 
get out, and the General Accounting Office be blamed for letting t 
story get out. 

The Carman. This man you were talking to was with P. M. A., 
was he not? 

Mr. DeMaras. Yes, sir. 

The Cuarrman. Are you connected with G. A. O. or P. M. A 

Mr. DeMaras. G. A. O. 

The Cuarmman. I don’t quite follow you on your reason then. 

Mr. DeMaras. You don’t follow my reasoning? 

The CuatrMan. No. 

Mr. DeMaras. My reasoning was that what we get is not in cont 
dence. I don’t want P. M. A. or C. C. C. to be under the impression 

The Cuatrman. What I had in mind was he did not want the trade 
to know it. 

Mr. DeMaras. You did not get his reason / 

The CHatrman. I understood you to say you objected to the fact 
that he did not want the trade to know it. 

Mr. DeMaras. No; I objected to the fact that he was placing a 
confidence in the G. A. O. investigator, did not want the track 
know it. 

Senator Kem. In other words, your position in G. A. ©. is it 
public’s business. 

Mr. DeMaras. That’s right. 

Senator HickENLoorer. Do I understand your position to be that 
you did not want any of your men in your department to be und 
the handicap or the cloud of concealing something that might or mig! 
not be proper, that you did not want to be put in that position ‘ 

Mr. DeMaras. Not so much that, Senator, as being given informa 
tion under a confidential basis which was inferred that it would i 
fere with the operations of Agriculture if it got out to the trade, b 
cause he did say—I recall this—that there would undoubtedly b 
some dissatisfied dealers in this deal. 

Mr. Correr. The whole issue is whether or not the trade should 
have been given a greater opportunity to work on this deal, and w! 
you went back you just wanted to find out more about it, isn’t that it 

Mr. DeMaras. That’s right. 

Mr. Correr. You did not want to have it on a basis of a confidence 
You wanted to get it straight if you were going to have it at all 

Mr. DeMaras. As an investigator. 

Mr. Correr. I understand that you people through accident 
otherwise did talk to a bean dealer? 

Mr. DeMaras. Yes. 

Mr. Correr. Sometime later. We are having that bean dealer and 
some more bean dealers in here, but you might tell us while vo 
here what his reaction was to the situation. 

Mr. DeManras. We were principally investigating the Recter 
which concerns a bean dealer upstate, not the general bean progra 
Pursui g the Recter case, we necessar ily have to talk to bean dea 
and in talking to this bean dealer he volunteered the information al 


this 360,000 bag sale. At that point, Mr. Cotter, Mr. Wolfe was 


i 
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ing to this dealer. You might tell him what Mr. White had to say. 

Mr. Woire. Mr. White said he had been buying these beans off and 
on for export; at the regular price of the CCC’s and with the dis- 
count, he had found they had averaged about $4.25 per hundredweight. 

He said it was common gossip in the bean trade that the CCC's 
wanted to sell all these beans, but he had also been under the impres 
sion that they did not want to sell them for any price less than four 
ind a quarter. 

He said that he contacted Mr. Valentine for the Commodity ( )pera- 
tions Division, the New York office, he contacted Valentine in the 
latter part of March, and he said that he would like to buy the beans 
and he wanted to see if he could get them at any price lower than 
125, apparently. 

Valentine said he would not take any ridiculously low price, and 
he left White with the impression that he would not accept anything 
less than four and a quarter. He did tell White if he was going to 
take a low price which would be anything less than 4.25, that he would 
give him an opportunity to bid. So White contacted Valentine again 
on April 4 and asked him what he was doing about the beans. 
Valentine said, “Well, Ive vot to bid on them.” 

White said he was very much surprised because he did not know 
that any bids were being solicited. That is the first he had heard 
about it. So he said he told Valentine that he did not think that 
was right. 

He presumed these other dealers were not given an opportunity 
to bid. Valentine said, “I expected you to say that.” Then Valen 
tine said, “T’ve vot bidders.” White told me everything here. This 


IS hearsay. He said, “I’ve cot bidders. I will listen to any otfer 


you have got to make.” . 

; White tried to get an idea of the price that Valentine would accept 
and they discussed the figures of 3.25 and 3.50 per bag, and Valentine 
appe ared to be receptive to that. White said he did not recall who 
mentioned these figures, they were just figures that were discussed, 
ind he did not arrive at any conclusion. He did not put in a bid. 

He said he told Valentine that he wasn't pre} ared to make a bid at 
that time, but he wanted to consider the matter. He wanted a chance 
to look it over. That was on Friday. 

The following Sunday. White contacted William Walls, an officer 
of (reorge W. Haxton ‘& Son. Ine. They ire dealers In) Oaktield, 
N.Y. He explained the situation to Walls, and Walls agreed to put 
up S2Z50.000, 

White was going to put up $125,000 toward the purchase 
beans. White said he thought he cor ld get another exporter 

nother $125,000 or maybe $250,000, whatever was necessary. 

ison Sunday, April 6. 

{) the following Mo day. April A White phoned Valk | tine Mon 

lorning, Valentine said the beat s had already Dee] He 
t disclose the price or the name of the pure haser 
iTel found out that the purchaser was Gonzalez 
eles, Calif. 
e CyaArraan. Did he know at what price 
r. DeMaras. We haven’t found that as vet. 
Correr. I understand it was $2.50 per hundred. 


/ 
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The CuatrMan. This proposition with White then was to be $3 
was it ¢ 

Mr. Wore. That wasn’t anything definite. 

Mr. DeMaras. It was just a discussed price. What I want 
to point out, 1 was concerned—and you are interested in my conce1 
this happened on the 7th and that is the day that he told Mr. W 
and Mr. Moore about this, and said, “We don’t want the bean trad 
to know about this.” 


That is why I was concerned. 

The CHatmman. Thank you very much, gentlemen. We 
recess now until 10 o’clock tomorrow. 

(Whereupon, at 4:35 p. m., the committee adjourned.) 








INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


THURSDAY, APRIL 24, 1952 


Unrrep STATES SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, dD. ( . 


The committee met in executive session pursuant to eall, at 10:10 
a. m.. in room 324, Senate Office Building, Senator Allen J. Ellender 
chairman) presiding. 

Present: Senators Ellender (chairman), Hoey, Holland, Aiken, 
Young, Thye, and Kem. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The CuatrMan. The committee will be in order. 

( Discussion off the record.) 

The Cuarrman. We will proceed. 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ¢ 

Mr. VALENTINE. I do. 


TESTIMONY OF RAYMOND L. VALENTINE, CHIEF, COMMODITY OP- 
ERATIONS DIVISION, PMA COMMODITY OFFICE, NEW YORK, 
N. Y. 


Mr. Correr. Identify vourself for the record, your full name and 
iddress and occupation. 

Mr. Vatentine. Raymond L. Valentine. 

Mr. Correr. Your address / 

Mr. Vatentine. My home address / 

Mr. Correr. Yes. 

Mr. Vatentine. 8905 Ninety-eighth Street, Woodhaven 21, N. Y. 

Mr. Correr. And where are you employed / 

Mr. VaLentine. Production and Marketing Administration, Com- 
mod ty Office. 

Mr. Correr. Whereabouts ? 

Mr. VaALentine. 139 Centre Street, New York. 

Mr. Correr. What is your position there? 

Mr. Vatentrne. Chief, Commodity Operations Division. 

Mr. Correr. And in that capacity what are your principal func- 
Mr. Vatentine. Merchandising, moving grains, and commodities 
erally. 

Mr. { ‘OTTI R. And does that include dry edible beans ? 
Mr. VALENTINE. Yes. 
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Mr. Correr. Have you had a considerable inventory of red kid 
beans in your New York operation / 

Mr. VALENTINE. Yes. 

Mr. Correr. When did that first oceur ? 

Mr. Vatentine. On the take-over from the 1948 crop year. 
would be in 1949. 

Mr. Correr. How great was that inventory at that time; can 
give me the figure approximately ¢ 

Mr. Vatentine. 735,000 bags. 

Mr. Correr. And what was the formula price on those ? 

Mr. Vatentine. It averaged about $9.44 per bag. 

Mr. Correr. Has that gradually increased from year to year’ 

Mr. Vatentine. That would gradually increase on cost becauss 
storage and other charges. 

Mr. Correr. And what was the price formula as of January 
1952. 

Mr. Vatentine. That I haven't got with me. 

Mr. Correr. Don’t you put out releases semimonthly or somet} 
like that in which you list the formula? 

Mr. Vatentine. We list the announcement prices put out by Was 
ington covering the sale of beans, either domestic or export. 

Mr. Correr. That is not put out by—— 

Mr. Vatentine. No, sir: it is issued from Washington. 

Mr. Correr. Do you have to follow that list price ? 

Mr. Vacentine. That is right. 

Mr. Correr. Do you recall what the January 1, 1952, list price \ 

Mr. Vatentine. Domestic or export ? 

Mr. Correr. Domestic. 

Mr. Vatentine. I think it was about $9. This is only from memory 
I have not—— 

Mr. Correr.. Around $10.50 formula? 

Mr. Vatentine. I do not think we were as high as $10.50. T! 
announced price for sale was, I think, around $9.50 or $10. I cannot 
say for certain, though. 

Mr. Correr. And the export? 

Mr. Vatentrne. Export about $5.50, basis No. 1. 

The Cuamman. From what crops were the 735,000 bags that y: 
had on hand? 

Mr. VALENTINE. 1948. 

The CHarrMan. 1948? 

Mr. VALENTINE. Yes, sir. 

The Cuarran. Solely? 

Mr. VALentine. Yes, sir. 

Mr. Correr. You have been continually selling those at the 
price and the export price ¢ 

Mr. Vatentine. Over the months, yes. 

Mr. Correr. And as of January 1, 1952, how many did you 
left. approximately ? 

Mr. VALENTINE. Say 370, 100 or 380,000 bags around January |, | 

Mr. Correr. Three hundred and eighty thousand left? 

Mr. Vatentine. Yes. 


Mr. Correr. Was the succeeding year crops also in inventory, 01 


vou been able to move them out ? 
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Mr. VALENTINE. In 1949 we took over about 380,000 bags. 

Mr. Correr. Yes? 

Mr. VALENTINE. Making a combined holding from the 1948 and 
1949 crops of about 1,115,000 bags. 

Mr. Correr. Have you moved out the 1949 crop ¢ 

Mr. Vatentine. Most of the 1949 did go out. 

Mr. Correr. Have you got a residual inventory of 1949 ¢ 

Mir. VALENTINE. We have some 1949 beans left. 

Mr. Correr. Do you know how much that it # 

Mr. VaLentine. At the present time it would be about 28,000 bags. 

Mir. Correr. 25.000 ¢ 

Mr. VaLentine. Of 1949. 

\ir. COTTER. What about your 1950 crop ¢ 

Mr. Vatentine. We have no beans from the 1950 crop. 

Mr. Correr. No 1950. And do you expect to take anything over on 
your 1951 crop? 

* Mr. Vatentine. I very much doubt it, sir. 

Mr. Correr. There will not be any 1951 crop. So your 370,000 
bags plus your 28,000 bags was your aggregate inventory on red 
hn dneys ¢ 

Mr. Vacentine. As of January 1, 1952 

Mr. Correr. Right. 

Che CHAirman. Is that of the New York area only ¢ 

Mr. Vatentine. That is right, sir. 

The Cuarrmman. All taken in in New York? 

Mr. Vatentine. In New York. 

Senator A1rkEN. Does your area contain all red kidneys ¢ 

Mr. Vatentrne. I think so. 

Mr. Correr. Do you take in Michigan ?¢ 

Mr. VALENTINE. No, we do not, sir. 

Mir. Corrrer. Do they not grow some red kidneys ? 

Mr. Vatentrine. Very little. 

Phe CHamMan. You say that of the 1949 crop you have about 28,000 
bags left? 

Mr. VaLentine. Yes. 

The CHAIRMAN. Was all of the rest of it sold as per orders you re- 
ceived from Washington ¢ 

Mr. VaLentine. We have sold at different times on announcements 
where the beans would be going off or going bad. We have put them 
up for public sale. 

Mr. Correr. Substandard lots? 

Mr. VALenTINE. Substandards. 

The Cuarrman. What proportion of the 1949 crop would you call 
substandard ¢ 

Mr. Vatentine. We could not say, I mean, particularly to differen- 
tiate between 1948 and 1949. At the time of these sales, if the beans 

ere bad, turning bad, we would dispose of them. 

lhe Cuarrmman. Whether they were 1948 or 1949? 

Mr. Vatentine. That is right, sir. 

Mr. Correr. There has been a reiatively small percentage until re- 
ently that had been sold as substandard; is that not substantially 
correct ¢ 

Mr. VaLentine. No. In selling beans of that nature we put out 
nnouncements and wait 2 weeks to get bids and then. probably, if 
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the bids were not realistic enough we reject the bids and start in aga 
so that where we may put out a lot of fifteen or twenty thousand bag 
it might take us 4 or 5 weeks to dispose of them. 

Mr. Correr. I do not think you answered my question. I said th 
number, percentagewise. You have not sold too much as substanda 


lots? 

Mr. Vatentine. No; that is right. 

Mr. Correr. Here is a release from Washington, February 1, 
nouncing the export sale, and you have red kidneys here listed at 35 
per hundred 

Mr. Vauentine. That is right. 

Mr. Correr. Pounds New York City, right ? 

Mr. Vatentine. Yes, sir; f. a. s. 

Mr. Correr. What does that mean? 

Mr. Vatentine. Free delivery—free alongside ship’s tackle. 

Mr. Correr. You list red kidneys 1948 and 1949 crops, 870,000 h 
dredweight. 

Mr. Vatentine. That is right. 

Mr. Correr. No. 1. 

Mr. Vatentine. Basis No. 1, U. S. Basis No. 1. 

Mr. Correr. You have a discount, do you not down here, discow 
for grades on all beans, No. 2, 25 cents less, No. 3 are 50 cents less—25 
cents for each grade? 

Mr. VALENTINE. Yes. 

Mr. Correr. And don’t you also give appropriate discounts for « 
color beans? I think you had authorization for $1. 

Mr. Vatentrne. The price went down as low as $2.25, depend 
on what the grade would be. 

Mr. Correr. Didn't you only have authorization for a dollar f 
off-color ? 

Mr. Vacentine. Off-color, a dollar on off-color; right. 

Mr. Correr. You were still listing these beans for domest\ 
sumption ¢ 

Mr. Vacentine. Yes. 

Mr. Corrrer. At $10.50; were you not ? 

I had both releases. 

Mr. W. E. Unpverum. I think that is correct. They are ar 
$10.50 on the domestic side. 

Mr Correr. Is it not your custom—lI think you have indicated 
selling these beans that when you had a substandard lot that v 
would put out a release that you were vroing to sell that lot and 
you wo ild offer the chance for the trade to bid on it: is that cor 

Mr. Vacentine. I will answer it this way, substandard is diff 
from sample erade. 

Mr. Correr. Do you want to explain that? 

Mr. Vatentine. Substandard is still a grade. It does not 1m 
sarily throw it intoa sample cracde category. The Sani} le grade 
be musty and damaged and split and culls and everything. 

Mr. Correr. Did you handle substandard differently than ve 
dled sample / 

Mr. Vavcentine. Substandard as such took a discount, but sa 
was still lower than substandard. 

Mr. Correr. How did you sell your sample beans when you 
lot of them ? 
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Mr. VaLentiNe. Definitely declared by the inspectors or somebody 
inspecting the lot, indicating that there was no life to the beans, they 
were becoming worse in condition, we would take that lot and throw 
it upon an auction by announcement, sales announcement. 

Mr. Correr. But I think you advised that the amount of beans that 
you had unloaded was relatively small percentagewlse. 
~ Mr. Vacentine. Considerably. 

Mr. Correr. And otherwise you always sold per the formula, either 
export or domestic with the discounts / 

Mr. VALenTINe. Yes. 

Mr. Correr. And this lot, this inventory that was in stock of 1948 
beans, were they principally stored at Horseheads, Lehigh Horse- 
heads, N. Y.? 

Mr. VALENTINE. Yes. 

Mr. CorTrer. When was the last time you had those beans inspected : 

Mr. VaLentine. We have had a man reviewing those beans, all of 
our beans for the past 6 months right on the job. 

Mr. COrTrer. When did you have the last official inspection report ¢ 

Mr. Vatentine. About 6 months ago, we had an official inspection. 

Mr. Correr. About 6 months ago? 

Mr. VALENTINE. Yes. 

Mr. Correr. Do vou have that here / 

Mr. Vatentrne. It is not a complete report, sir. 

Mr. Correr. Do you have it here / 

Mr. Vatentine. No: Thave not. Ihave only got breakdowns. We 
get reports in on beans coming in, but not what we call official inspec- 
tion. The only time we got an official inspection is when we loaded 
those beans out toa car. Then we ordered an official inspection. 

Mr. Correr. But would you not ever have any inspection of your 
inventory to see what condition they were in ‘ 

Mr. Vatentine. We have a running report. We have an official 
inspector: an inspector representing us up at Horseheads. 

Mr. Correr. Does he not make an official report ¢ 

Mr. Vatenttne. He makes reports to us. As he gets lots he comes 
in and more or less indicates what he has found. 

Phe CuarrMan. Is he continuously at work / 

Mr. Vatentine. At work, that is right, going over the beans 
collectively. 

Mr. Correr. What is his name? 

Mr. Vatentine. Rankin. 

The CHAIRMAN. Does he report to you on all beans or only those 
that in his opinion are bad / 

Mr. Vatentine. If he hit a lot that was bad he would call that im- 
mediately to our attention. 

Che Carman. And the others? 

Mr. Vatentine. They would come in the routine manner. 

The Cuarmman. I see. 

What is this document that vou just handed me: what does it 
nad cate ¢ 

Mr. Vatentine. That is a letter indicating what he had found at 
the present date—that date there—those particular lots were in the 
grades he indicated. 

whe CHamMAN. That does not cover all of the beans under your 
jurisdiction ¢ 
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Mr. Vatentrne. It covers all of the beans in that particular facility, 
but not the 360,000. It might cover what the man can do in a day 
four or five or six lots. 

Senator Arken. These beans were inspected when, in October o1 
September—wait a minute—they had been inspected previously, a 
were found O. K., and then went off-color in the meantime? 

Mr. Vatentrne. That is right. 

Senator Arken. In 6 months? 

Mr Vatentine The penciled figures there are the last inspectio 
we had. 

Senator ArkeN. What was the reason that they went off-color i 
short time? 

Mr. Correr. Will you explain what happens when the red kidneys 
age ¢ 

Mr. Vatenttne. Supposed to lose its brilliancy or light color. 

Mr. Correr. It gets darker? 

Mr. VALENTINE. Yes. 

Mr. Corrrrer. An expert red kidney bean dealer or eater can almost 
tell the year by the color of the bean; is that right 

Mr. Vatentine. More or less. 

Mr. Correr. Otherwise, there is not much depreciation ? 

Mr. VALentine. Well now, there is a question on that. 

Mr. Correr. I mean, I do not want to get into the scientific part of 
it. 

Mr. VaLentiIne. Some people claim that these beans were no good 
because of their age for potting or boiling. 

Mr. Correr. At least they did not have as much demand as the new 
bean? 

Mr. Vatenttne. They did not. And the canneries generally wou 
prefer the fresh bean. 

Mr. Correr. You do not have a comprehensive report on all of | 
beans as of a relative recent date? 

Senator Atxen. He said they had an inspection about October of 
last year. 

Mr.Vatentine. That is right. 

The Cuarman. You mean on all beans? 

Mr. Vatentrne. On all beans. A routine inspection. 

The CuarrMan. Since that time you have had— 

Mr. Vavtentine. Consistently covered back, reviewing all of the 
time, in other words. 

The Cuarrman. The only reports you have had since October as 
to those beans that are bad ? 

Mr. VALENTINE. No; we have a continuous report. 

The CHatrman. I mean, the report itself; you do not report 
the beans do not change? 

Mr. Vatentine. He does, as he reviews each lot of them up the: 

Mr. Correr. Whether good or bad? 

Mr. Vatentrne. He says good or bad or indicates what the cond 
tion is generally. 

Mr. Correr. I was given this schedule at the Department of Agr 
culture a couple of days ago. I was told that this was made so! 
time in the winter. 

Would this be a schedule taken from your individual reports f! 
your field man ¢ 
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Mr. VaLentTINeE. That is right. 

Mr. Correr. How long ago do you think this was taken ? 

Mr. VALENTINE. That I think was reviewed in around October or 
November last year. 

Mr. Correr. ‘You mean it is that old? 

Mr. VALENTINE. Here is the count on two. We drive all of the 
time. Inventory as of July 1, 1951, but this is taken, maybe, 2 or 
3 months later after the facts, when we get all of these, that is more 
or less of this thing here | indicating}. 

Mr. Correr. I am not talking about your taking the inventory, 
I am talking about your inspection report. Was this inspection 
report taken in the winter or was it taken last fall and where did the 
information came from ¢ 

Mr. VALENTINE. Tliat is based on reports obtained in the summer of 
last year, during the summer months of last year, right through 
September. 

Mr. Correr. Do you know why the Washington office had the 
impression that it was taken some time this past winter / 

Mr. VaLentine. That was September. We may go into October, 
because we have—I do not know how many—lots of beans up there, 
and one of our troubles is in getting inspections, inspectors to go in 
there, to actually cover these beans. They can not be covered in 
if a day, | mean, it is stretched out. 

Mr. Correr. | can appreciate that. 

Mr. Vatentine. They have to take a sample and then take it back 
to the office, count it, and then issue 

- Mr. Correr. Coming to this particular schedule, reflecting 367,000 

hundredweight 

Mr. Vaventine. That is a fairly recent review of the beans in 
question. 

Mr. Correr. It was last fall: it would not be very recent ? 

Mr. Vatentine. We started—we segregated a lot of these beans in 


f the first instance, and we had inspections run on them, and then we 
started to run this periodical review of these beans. Finally, we put 
ourown man up there reviewing steadily. And this is the information 


garnered from him, not from the original inspection. 

Mr. Correr. I see. So this is fairly recent ? 

Mr. Vatentine. This is fairly recent. 

Mr. Correr. Does not this indicate that most of your beans, with 
the exception of being off-color, might grade as good as No. 2 beans / 

Mr. VaLentine. Percentagewise I'd say probably not in excess of 
70 percent grade 2 or 3. The rest would be lower: probably sample. 

Mr. Correr. But this shows what each lot was—here 97 percent 
O. K. 

Mr. Vatentine. There, that musty bean—— 

Mr. Correr. Musty and low / 

Mr. VaLentine. That is bad 


Mr. Correr. Do you ever reprocess these beans so that you can 
rework them. Does that have a salutory effect on them / 

Mr. VALENTINE. Well, on that point we have reconditioned several 
ots and we find that it was too expensive to continue that operation. 
If we could not (lispose of the beans fast enough by that I mean, it 
would cost probably a dollar toa dollar and a half to recondition them, 
and that Is added experise. 


] 
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Mr. Correr. Have you found there is no better way to handle th, 
in dead storage than in a bag; has that been your experience / 

Mr. Vaventine. If they are properly aerated, I think that is 
best way. 

Mr. Correr. You have 57,000-odd hundredweight that are 
sidered O. K. in evry respect ¢ 

Mr. VaLentine. 90 percent. 

Mr. Correr. Does that mean that they were damaged from vai 
factors / 

Mr. Vatenttne. That is right; must, mold, color, and other thine 

Mr. Correr. You have weevily, otherwise O. K., 154,000—75 ¢. 
percent. It grades down here until you say that you get as muc! 
+) percent. 

Mr. VALENTINE. Yes. 

Mr. Correr. And you get a few lots that will go sample ? 

Mr. VALENTINE. Yes. 

Mr. Correr. Could we have this put in the record / 

The CHarrMan. Without objection that will be placed 
record at this point. 

(The tabulation is as follows :) 


Exuisit No. 35 


Remarks 
t— May gerade 
$s off color 


“wnt to 8 


U. S&S Ne 


90 percent— May 
wr Ne ot « 





Oak 


Moldy 


 —— ee 


| 
| . 
| 
| 


Mr. Correr. This inventory has been sold; is that right ? 

Mr. Vatentine. That is right; sir. 

Mr. Correr. And when was it sold ? 

Mr. VaLtentine. We started negotiations on April 3, wound up ba 
finalizing the contract, the amendment thereto, about April 7. 
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The CuarrmMan. Do you mean the whole lot / 

Mr. VALentTINE. The whole lot—360,000 bags. 

Mr. Correr. Can you testify, Did you use the usual procedure of 
putting the whole inventory up for hid or did vou sell it according 
to scale or formula / 

Mr. Vaventine. We did not put it up by any public announcement, 
but we have continuously over the the months, I personally and others 

the shop have continuously asked all of these bean people to fur- 
nish us a bid, in other words, quantity, size bids, bids within reason 
ible limitations in quantity fashion. We have worked over that 
for the last 6 to 8 months continuously. 

Mr. Correr. Did you ever give them any idea how cheap you would 
<el] these beans / 

Mr. Vatentine. | have talked with different bean people, different 
exporters, and I have not at any time set limit at any price other 
than to tell those people to shar} eh up their pencils, to do the best 
thing they could do pricewise. 

Mr. Correr. You had a formula price of about $4.50 for export: 
did you not ¢ 

Mr. VALENTINE. On two? 

Mr. Correr. On two. 

Vr. VALENTINE. Substandard. 

Mr. Correr. That would be $4.25 for No. 3 

Mr. Vanentine. Yes: that is right. 

Mr. Correr. Did you tel] them that vou were not going to sell them 
for any ridiculously low price ¢ 

Mr. Vatentine. I have turned down bids of a dollar-five and a 
dollar and a half. 

Mr. Correr. No. Have you told them that you would not sell 
them a great deal under your four and a quarter? Did you ever 
vive that impression ¢ 

Mr. Vatentine. I have not at any time tried to restrict anybody 

the trade from a price standpoint. I have held more or less to 
the tine of trving fo get them to sharpen their pencils, to pay the 
best price that they could. 

Mr. Correr. What did vou sell the beans for / 

Mr. VaLentINne. $2.50 export. 

Mr. Correr. That is delivered at New York ? 

Mr. Vatentine. Delivered’ at New York. 

Mr. Correr. What does that mean in price ¢ 

Mr. Vatenvrine. I will mean a price at Horseheads, probably, 
round (2.20 or $2.25. 

Mr. Correr. Would it not be nearer $2? 

Mr. VaLentine. No, sir. We have a transit billing of 28 or 29 
cents. That is the difference. 

Mr. Correr. What about your load-out and other expenses ? 

li. Vatentine. That is paid, 3.2 cents a month storage, and our 
id-out fees are : already paid out on contract set-up, storage contract. 
Senator Aiken. What is re list price of $4.50; is that f. a. s.? 
Mr. VaLentine. That is f. New York, too. 

Mr. Correr. Did any of the other trade ever have the opportunity— 
[ mean you say that when veu are selling these substandard lots or 
‘hen you are making special prices for particular seasons then you 

pose it to the trade, I mean, you issued bids ¢ 

See 1 ' 
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Mr. Vatentine. We do it by word of mouth. 

Mr. Correr. By word of mouth? 

Mr. VALENTINE. Yes, sir. 

Mr. Correr. And who were the dealers that you told about the fact 
that you were going to let these go for, say, less than $3 # 

Mr. Vatentrne. I never said I would let them go for less than $: 
I said, “Sharpen your pencils up, we will listen to anything that yo 
submit, anything within reason.” We have never put any restrictio 
on any price basis. 

The Cuarrman. How many people did you let that be known to, 
that is, that this entire lot of 360,000 bags was going to be sold; was 
that your offer to the general trade? 

Mr. Vatentine. That is right. As people call up for quotes or 
offerings on beans or any price agreements I would say, “We are 
listening to any reasonable bid on quantity lots.” 

These bids, these announced prices over the period of time covered 
sales aggregating 154,000 bags, as low as 250 bags and as high. prob 
ably, as a thousand, 1,500, a very slow tedicus operation. These ce 2 
were getting older. They were not getting any better 

Mr. Correr. You had an unusual situation that existed in Mex 
which permitted you to sell these beans; is that not correct’ Has 
there not been a crop failure in Mexico? 

Mr. Vatentine. There has been, but whether or not that has )« 
mitted the sale of these beans, I cannot say 

Mr. Correr. Do you not know where the beans are going ? 

Mr. Varentine. I did not know at the time of the sale but I know 
now that 180,000 bags are going to Mexico. They have been ordered 
tc the steamers. 

Mr. Correr. Do you not have information that they are all g 
there ? 

Mr. Vatentine. Only from hearsay, from the purchaser 

Mr. Correr. He indicated that he was sending some some 
place ? 

Mr. Vatentine. He has indicated India. Apparently the 
are not all sold by the purchaser. 

Mr. Correr. You had in excess of $4 million worth of beans | 
at formula prices. And do you mean to say that vou sold those bx 
at a net of $2.25 or $2.20 without knowing? You were not aw 
that there was a great demand for beanS in Mexico, there had bee: 
crop failure, and that you might have been able to get more for oe 

Mr. Vaventine. Up until the sale Mexico did not want red kidne\ 
beans. 

Mr. Corter. That is correct. But were they not exhausting | 
pinto bean market ? 

Mr. Vatentine. Apparently, yes. But up until this time they did 
not want red kidney beans. The best of inquiries, I have had dit 
from Mexico, sources direct from Mexico, were for three to fi 
thousand bags, no larger quantities, no round lots. 

Mr. Correr. They are big users of pinto beans? 

Mr. Vatentine. Very much so. 

Mr. Correr. And they apparently only use red kidneys whe 
are hungry? 

Mr. VaLentine. Apparently; that is what it amounts to. 

Mr. Correr. Who did you sell these beans to? 
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Mr. VALENTINE. Gonzales & Blanco. 

Mr. Correr. Where are they located ? 

Mr. Vauenttne. Los Angeles, Calif. 

Mr. Correr. Had you ever done business with them ? 

Mr. Vatentine. No, sir; I do not ever recall doing business with 
them. 

Mr. Correr. Not even in small lots? 

Mr. VALENTINE. No. 

Mr. Corrzr. Were they referred to you by anybody ¢ ; 

Mr. VALENTINE. At the time of the negotiations I did not know 
from whence they came, but during it or toward the end of the nego- 

‘ations I learned the *y were directed to me by Washington. 

Mr. Correr. How did you find that out ? 

Mr. VALENTINE. More or less coming down to the point of dickering 
on prices, and what have you. 

Mr. Correr. Did they indicate that they had talked to Washington 
on prices, and so forth, before they came to see you ? 

Mr. Vaventine. That is right. 

Mr. Correr. And how did they come? Did they contact you 
directly or did thev contact your superiors ¢ 

Mr. Vatentine. As all have done in this instance, where they knew 
the beans were ready and available. We have permitted, oh, I'd say 
probably a dozen or more people to inspect these beans, to know what 
they were investing in, and Gonzales & Blanco’s representative—— 

Mr. Correr. Who was that? 

Mr. VALENTINE. Mr. Schoen: Jack Schoen came on. 

Mr. Correr. Is he from Los Angeles? 

Mr. VaLentine. He is from Arcadia. He represents or was rep 
resenting Gonzales and Blanco. He wanted to see the beans. We 
released them, and about a week or 10 days after that he came into 
the office and he started to talk to me on the beans. 

Mr. Correr. Who, Schoen ? 

Mr. VALENTINE. Jack Schoen. He talked to me. 

Mr. Correr. When did this occur? 

Senator Arken. You mean Arcadia, Calif. ? 

Mr. Vatentine. That is right. He was representing them. April 1. 

Mr. Correr. April 1? 

Mr. Vatentine. Yes. He said he had been up and seen the beans. 

Mr. Correr. That was April 1. Did you not tell me you had closed 
the deal April 4¢ 

Mr. Vatentine. That is right, sir, April 7, finally. 

Mr. Correr. When did he inspect them ? 

Mr. VALENTINE. Sometime in March. 

Mr. Correr. Inspected them ‘in March? 

Mr. VaLtentine. That is right. 

Mr. Correr. And he come back April 1 and started to talk ? 

Mr. Vatentine. Talking. 

Mr. Correr. Did any of the principals show up? 

Mr. Vatentine. He said that he had communicated his findings 

us people back in Los Angeles, and he thought they would be 

terested in them. I told him then that we'd be glad to hear from 

and IT gave him my telephone number where he could contact 

hi the office at such time as he wanted to go into the matter further. 
vas on April 3 that he and Gonzales—— 
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Mr. Correr. Tom, is it? 

Mr. Vatentine. Tommy, I think, T. P—Tom—came into the of 
and that is when the negotiations actually started. 

Mr. Correr. But the only ones present at these negotiations wy 
Mr. DeWolf and Mr. Kiefer: was it ? 

Mr. Vatentine. Mr. DeWolf. 

Mr. Correr. Who is Mr. DeWolf ? 

Mr. Vacentrine. He is director of our New York office. 

Mr. Correr. Who is Mr. Kiefer? 

Mr. Vaventine. He is assistant director. I carried on most of 
the sessions. 

Mr. Correr. Did Mr. Gonzales talk to Mr. DeWolf and Mr. Kief 
before he talked to you or did he come directly to you ¢ 

Mr. Vatentine. No, sir; he did not. He came directly to me 

Mr. Correr. That was a big deal; was it not ¢ 

Mr. Vauentine. Yes, sir. 

Mr. Correr. What did Mr. Gonzales say with respect to negotiations 
or relations that he had with Washington ¢ 

Mr. Vaventine. At that point, as 1 said before, he had not i 
cated anything to me as to—— 

Mr. Correr. Prices? 

Mr. VaLtentine. What he had done with Washington, but as 
proceeded and in the discussions he started to point out that he had 
done business before, particularly with Dallas, Kansas City on pintos 
and Washington had advised him of these beans. 

Mr. Correr. Who did he say he had talked to in Washington ‘ 

Mr. Vatentine. Fred Entermille. 

Mr. Correr. Did he indicate that he and Mr. Entermille had di- 
cussed prices in Washington ¢ 

Mr. Vacentine. No, 1 do not think he intimated that; not to my 
recolle tion. 

Mr. Correr. How did you get down to the figure of $2.50/ H 
must have had some idea of what he could get the beans for. W 
you just describe what took place ¢ 

Mr. Vatentine. Well, we wrangled. I think this wrangling « 
ried on for an hour and a half to two hours. 

Mr. Correr. You traded ¢ 

Mr. Vautentine. That is right. 

The Cuarrman. What was his first offer / 

Mr. VaLtentine. Twodollars. I would not even submit it to Was! 
ington. I would not even bother worrying about it. We talked 

He had been a buyer of some of these pinto beans and had do 
business with the Corporation before. 

I frankly told the gentleman that that made no difference with n 
I had this office to cover, and it was up to me to get him to pay 
best price. 

I will frankly say that in the final analysis, foreing my ha 
said, Id more or less feel a realistic price would be from $3 to 
ut which point I'd be more or less desirous 

Mr. (‘or rER. You would be susceptible to such a deal? 

Mr. Vatentine. I would, at least, take the ball and go to Was 
ington to see whether it would be acceptable to Washington. 

The CHAIRMAN. Your negotiations were for the whole lot / 
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Mr. VaLentiIne. That is right. 

The Caarrman. All of it? 

Mr. VaLentine. The whole works. 

The CHatrmMan. Good and bad? 

Mr. VALENTINE. Yes; everything as is. 

Mr. Correr. If you could get rid of it for from $3 to $3.50, you 
would feel you would be making a good bargain ¢ 

Mr. VaLentine. I would consider it a good sale even at $2.50. 

Mr. Correr. You did not at this time 

Mr. Vatentine. I am always fighting for the highest price I can 
ret. 

Mr. Correr. How did you happen to get down to $2.50 level ? 

Mr. VALENTINE. Well. he finally established the price, come up to 
$2.50, He came up to S250. 

The CHarrMan. All at once or gradually ¢ 

Mr. Vacentine. Gradually, a lot of hemming and hawing 

Mr. CorTrer. Did he not tell you he had been talking about these 
prices with Washington / 
~ Mr. Vatentine. Well. intimated that he had done business with 
Washington or rather Kansas City and Dallas on pintos, and what 
have you. I did not press him for any information. I felt that I did 
not want to be bothered with that information. 

Mr. Correr. He told you he had been discussing the matter with 
Fred Entermille ¢ 

Mr. Vatentine. Had told him that New York had these kidney 
peans and the possibility of business up there. 

Mr. COTTER. Did he not indicate that Entermille had discussed 
prices with him / 

Mr. Vatentine. I do not recall that he intimated that at any time. 

Mr. Correr. You are quite positive of that ? 

Mr. Vatentine. I would not say positive. I am trying to—he 
may have possibly mentioned something that he had an idea around 
$2.50, but I would not be sure of that. I do not want to say anything 

nless I am positive. 

Mr. Correr. Did he not talk as though he was a dealer who knew 
what he could get beans for and that your price of 35 or 33.50 was 
too high ¢ 


Mr. Vatentrine. Well, from the trading standpoint with a man not 


anything sold, he is gambling just as well as we are trying 


wing 
vel him up on the price, He has rot to visualize what we will do 
h these beans and how successful he will vet out of them. 

Mr. Correr. Are you satisfied that he does not 


or} / 


1 


have these beans, 
Mr. Vatentine. I feel pretty satistied he may have a few of them 
|. but he has not the majority of them sold. 
Correr. Do vou know who Gonzales and Blanco are? 
Ir. Vanentine. I have since learned. 
( OTTER. Do vou know what rating they have in the trade? 
Ir. VALENTINE. Yes, we have checked on that. 
Mr. Correr. What kind of a rating do they have? 
Mr. Vatentine. His standis the last Dun & Bradstreet do not 
rate him at all. 
COTTER. He has no rating, I checked in Dun & Bradstreet, 
Is ho rating. 
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Mr. Vatentine. We have a statement from Dun & Bradstreet 

Financial information on July 10, 1950, Thomas P. Gonzales, prop 
declined any and all financial information. The latest available statement 
dated December 1, 1948, revealed tangible net worth of $253,347 over tot 
current liabilities of $117,919. Volume for that year was of substantial | 
tions, exceeding $1 million. 

Mr. Correr. This was a cash deal, was it not ¢ 

Mr. Vatentine. That is right, against letters of credit. 

Mr. Correr. How much money did he have to put up ‘ 

Mr. VALENTINE. $920,000. 

Mr. Correr. You do not know Ww ho was backing him 4 

Mr. VaLtenvine. On that point I have since learned something 1 
It is not positive information, but there is another gentleman 
came on with him from Los Angeles during the course of finali 
these letters of credit, a man by name of Rawjee. He is, apparent 
he was introduced to me by Gonzales as Gonzales’ partner. 

Mr. Correr. You never saw or heard from Blanco ‘ 

Mr. Vatentine. Never heard of Blanco. 

Mr. Correr. Did you find out from your report that this cor 
was organized in 1946 with a capitalization of $25,000 / 

Mr. Vatentine. That is right. The Dun & Bradstreet repo: 
fully along that line. 

Mr. Correr. Have you told us all now about these negotiati 
You have not gotten to the confirmation, and so forth. 

Mr. VALENTINE. Yes. 

Mr. Correr. After you had traded for a while, he came up to» 

Mr. Vatentine. That is right. That was his top price. 

Mr. Correr. Did he indicate to you that if you submitted t! 
Washington he knew Washington would authorize it‘ 

Mr. Vacentine. No, sir; he did not. I submitted it. 

The CuarrMan. Before you do that, what efforts, if any, did 
make either prior to this time or since or during that time to get 
better price from other people who had been clealing with you int 
market ¢ 

Mr. VaLentiIne. Well, just prior to that 

The Cuatrman. When you say “just prior to that” what pe: 

Mr. Vavtentine. During March. 

The Cuamman. During March ¢ 

Mr. VALENTINE. Yes. 

The Cuarmman. All right. 

Mr. Vatentine. We had inquiries from two Dutchmen, sepa 
and apart from—— 

Mr. Corrrer. Two what? 

Mr. VaLentine. Dutchmen representing the Dutch importers over 
there, and one of them did bid for the entire supply, but he had certain 
other conditions attached to it that made it impossible to ever figure o1 
He bid $1.05. I told him, as well as the other gentleman late: 
that he'd have to do much better than a dollar five cents, because we 
could not trade at that figure. 

The Cuatrman. Did the trade realize or know of your intent\ 
to sell the entire lot ? 

Mr. VALENTINE. They were posted. They had the offer for mo 
And we continuously said we would move them. 

Mr. Correr. But you had it listed each month in your bullet 
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Mr. VALENTINE. On the export. The first time it was left off the 
bulletin was on April 1. 

Mr. Correr. You never did, and the beans were gone April 4th? 

Mr. Vatentine. That is right, finally. 

The CuHarrman. Why did you leave it off—was it because you were 
negotiating to sell ? 

Mr. VALENTINE. No, sir; I do not know what the reason for it was in 
Washington. Washington has control of that. 

Senator AITKEN. The list was made up in Washington ? 

Mr. VALENTINE. That is right. I have nothing to do with it. 

The CHAIRMAN. I see. 

Mr. Correr. Does it appear unusual to you that it was left off 
3 days before you consummated the sale / 

Mr. VALENTINE. No, sir: that was not unusual. 

Mr. Correr. It is not? 

Mr. Vatentine. We have discussed these beans over months, in 
otmner words. 

Mr. Correr. I mean, you still had the inventory on April 1, did you 
not é 

Mr. VALENTINE. That is right. 

Mr. (OTTER. Why would they be dropped ¢ 

Mr. VALENTINE. I do not know, sir. 

Mr. Correr. Did it not strike you as peculiar? 

Mr. Vatenrine. It did not strike me as peculiar. 

Mr. Correr. Why did it not strike you as peculiar? 

Mr. Vatentine. More or less I will say this, sometimes in the trade 
you drop something, and then the interest comes in, the interest does 
break, but at no time 

Mr. Correr. Have you ever done that. before ? 

Mr. VaLentine. Not intentionally. 

Mr. Correr. You had your interest right there at that time, did 
you not ¢ 

Mr. VALENTINE. No, we did not. 

Mr. Correr. I mean 

Mr. Vatentine. I did not have any interest. 

Mr. Correr. Did you not say he came in on April first ? 

That is what I meant. You may have misunderstood me. 

Mr. VALentTINE. On an actual calculating basis we have had 
others—I had before that and since that, another gentleman who was 
n, said he is going to take all of the beans. He would start with 
h0,000 bags. Then he comes back later and says the samples are 
no good. 

Mr. Correr. When was this, approximately ¢ 

Mr. Vatentine. That was approximately between March and early 
April. 

Mr. Correr. Of this vear? 

Mr. Vatentine. Of this year; that is right. 

Mr. Correr. Did you sell a substantial lot recently of this inventory ? 

Mr. VALENTINE. No. 

Mr. Correr. What was that 14,000 bags the other day ¢ 

Mr. VALentTINE. The last sale was about 14,000 on an announcement 
hat Rodriguez & Co. bought. 

Mr. ( rrer. Could you not announce to the trade that you were 

ling a lot of 14.000? 


t 
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Mr. Vavenrine. That is right. That was sample grade, but 
restrictions as to movement domestic or export, no restrictions. 

Mr. Correr. That was a mistake, was it not ¢ 

Mr. Vavtentine. No; that is the only way we could sell the san; 
grade beans at the time. 

Mr. Correr. Really? 

Mr. Vauentine. That is right. The trade wanted the right 
operation, either export or domestic, not to have restrictions. 

Mr. Correr. What did they sell for ¢ 

Mr. Vautentine. Domestic. 

Mr. Correr. What price? 

Mr. VALENTINE. They sold about SS.11. 

Senator Aiken. When was that sale consummated ? 

Mr. Vatentine. Back in early March, if I recall. 

The CuarrmMan. Are those select beans / 

Mr. VaLentine. No, I think that was in February we sold it 

The CuatrMan. Better generally than the sample / 

Mr. Vatentine. They were sample grade, low grade. 

Mr. Correr. Some of the worst ¢ 

Mr. Vacentine. That is right. 

Senator Aiken. Do you know whether they bought them for export 
or not—clid you follow them through / 

Mr. Varentine. I think most of them, or a goodly portion 
them went over to Haxton & Co. 

Senator Aiken. What about that / 

Mr. Vatentine. Haxton & Co. 

Mr. Correr. We have those people here, and we can trace that 

Mr. VALENTINE. He reconditioned them, and I say this, Il do} 
know, I think they went domestic. 

Senator Arken. What would they do to recondition them, resort 
and put them under the electric eye ? 

Mr. VaLtentine. Screen them, polish them. 

Senator ArkKen. Polish them ? 

Mr. Vatentine. And rebag them. 

Senator ArkKen. To restore the color? 

Mr. Vatentine. You cannot restore the color very well. You 
make them shiny. 

Mr. Correr. There came a time in your negotiations where 4 
submitted a figure to Washington. Did you submit more than on 
figure to Washington ? 

Mr. Vatentine. No, sir. {[ submitted the final price. I did 
submit the $2 price. I told Gonzales I would not submit it. Fina 
he came to the price of $2.50. That is the price I submitted to Wa 
ington. I submitted that to Drex Watson and Jack Tripp. 

Mr. Correr. In a conference call ? 

Mr. VAtentine. In a conference call, 

Mr. Correr. What did thev think ? 

Mr. VAtentine. First, let me put it this way, I did not complete 1 
until about 6 o’clock—excuse me, at 6:40 p. m., I had phoned J 
Th Ipp at home and wave him the facts pertinent to this $2.50. 

Mr. Correr. At what time? 

Mr. VaALentine. 6: 40. 

Senator ATKEN. May we have his official position ? 
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Mr. VALentTINeE. I think he is Chief of the Purchases and Sales 
Division of the Grain Branch here in Washington. 

The CHAIRMAN. What date was that? 

Mr. VALENTINE. ‘That was on April 3, and asked him to get in touch 
with Drex Watson, both of them to mull it over, and then we would 
eet together the following morning and ask Drexel to call me back 
is early as possible the next morning. 

Mr. CorTrer. What did he think of the price when he first heard 
of it ¢ 

Mr. Vatentine. I had hoped to get it up somehow. I did not 
have that. I hoped I could, but I did not think I could under any 
conditions. 

Mr. Correr. What was his first reaction when you told him what 
vou had, Tripp / 

' Mr. Vatentrne. I could not gather any reaction other than he 
would talk to Drex that night. 

Mr. Correr. Did he say he knew Gonzales? 

Mr. VALENTINE. We did not comment at this time. 

Mr. Correr. He did not indicate that he had ever heard of the name 
before ¢ 

Mr. VALENTINE. No, no; he knew the name Gonzales. 

Mr. Correr. Pardon? 

Mr. VALENTINE. He knew the name Gonzales. 

Mr. Correr. You were dealing almost with a stranger, were you not ¢ 

Mr. VatenTine. That is right, totally. 

Mr. Correr. This is the first time you had contacted anybody in 
Washington to verify the stability or the ability of Gonzales to go 
through with the deal of this size? 

Mr. Vatentine. They had, as I said before, been doing business. 

Mr. Correr. You had been getting that from Gonzales? 

Mr. VALENTINE. Yes. 

Mr. CorTrrer. Were you taking his word for it or had you talked 
to your Washington office prior to that? 

Mr. Vatentine. This was all in the preliminary stages. Gonzales 
was known in Washington. 

Mr. Correr. Before you made that call to Mr. Tripp that night 
that you submitted the $2.50 figure, had you, prior to that time, talked 
to any of your Washington people and got a line on this fellow 
Gonzales? 

Mr. VALENTINE. No, sir. 

Mr. Correr. Then you had nothing except his word? 

Mr. Vatentine. We did not try to check anybody until we got 

Mr. Correr. So when you were talking to Tripp for the first time 
vou must have asked about Gonzales, you must have asked for Gon- 
zales’ verification ? 

Mr. VaLentine. That followed the next—that followed the next 
day. They had done business. 

Mr. Correr. You did not make any inquiry or ask what he thought 
about it, called him up and said, “I have got a $2.50 figure. Will you 
accept it ?” 

Mr. VALENTINE. Oh. no, no, no. This was under consideration. 

Mr. Correr. How long did you talk to Tripp, do you think, on the 
phone ¢ 


Mr. VALENTINE. I would say probably 2 to 3 or 5 minutes. 
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Senator Arken. When-was this? 

Mr. Vatentine. At 6:40 p. m., on April 3. 

The CuarrmMan. You were really making arrangements to have 
talk to this other man? 

Mr. VALENTINE. To discuss it. 

The CuHarrman. You were to come down and discuss it with bot! 
them the next day? 

Mr. Vatentine. Yes, that is right. 

Mr. Correr. Did you come down ¢ 

Mr. Vaventine. Oh, no; all on the phone—all of these were hand 
on the phone. 

Mr. Correr. Did you come down to Washington the next day / 

Mr. Vatentine. No, I did not. I misunderstood you. All of 
was submitted for Washington's action. They had to accept or r 

The Cuatrman. When you told Washington that you had a bid 
did they know at the time, either on the third or the next day, t 
was to bea cash transaction / 

Mr. Vatentine. That was strictly the arrangement according t 
regulations. 

Mr. Correr. You do business on a cash basis in the bean trade / 

Mr. Vaventine. That is right. 

Mr. Correr. Did you ever otfer a time basis / 

Mr. VALentTINeE. No, sir. 

The CHatrman. If that is true then, you were not very n 
interested in who you are dealing with so long as they had cash ‘ 

Mr. Vatentine. Not so long as they put the cash up. 

Mr. Correr. Their money is as good as anybody else’s / 

Mr. Vautentine. That is right. 

Mr. Correr. But you would be interested from the standpoint of 
million-dollar deal of knowing whether the fellow had the 
would you not 

Mr. VALENTINE. Quite true. 

Mr. Correr. You would not want to waste your time ‘ 

Mr. Vatentine. That is true. 

Mr. Correr. So you would be pretty apt to find out if Washing 
knew this fellow ¢ 

Mr. Vatentine. That was all developed in the succeeding hou: 

Mr. Correr. But not in this first conversation / 

Mr. VaLentTINe. No. 

Mr. Correr. With Jack T1 ipp? 

Mr. Vatentine. No. 

Mr. Correr. What happened after that ¢ 

Mr. Vatentine. Well then I got in touch with—tried to get 
Hawley Townsend. 

Mr. Correr. Did you talk to your superiors, Mr. Kiefer or M 
DeW olfe in New York? 

Mr. VaLtenrine. My superiors had left for the day at that h 

Mr. Correr. Did you call them at home or anything before you 
in the call to Washington ? ; 

Mr. Vatentine. I spoke to them the next day. They were info 
of all of the steps along this line. 

Mr. Correr. What was their first impression as to the price / 
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Mr. Vatentine. Price, considering the quality and the condition 
of the beans—that latter position must be considered, too, not alone 
the price standpoint. 

Mr. Correr. Of course, you had your whole inventory that you could 
get rid of ¢ 

Mr. VALENTINE. All at once, 

Mr. Correr. You had sold a large consignment of sample beans 

ist within a month or so at $3.14 4 

Mr. VALENTINE. 11.000 bags was not a large sale. 

Mr. Correr. Is it not in your ofhice ¢ 

Mr. VALENTINE. No. 

Mr. Correr. I notice in the other office they run piddling 600 or 
400), 

Mr. Vacentine. If you would run that every day, that would be fine, 
but if vou dothat once in 6 weeks or 2 months— 

Mr. Correr. Would not 14,000 bags be quite a large consignment ? 

Mr. Vatentine. They would not deplete—what I am getting at, 
would not deplete our inventory tothe extent necessary and desired. 

Mr. Correr. I could appreciate that, but you did have a large in 
ventory, and they were getting very old ¢ 

Mr. VALENTINE. Yes. 

Mr. Correr. You had held them for 5 or 4 vears, and they had not 
actually spoiled, as the report shows, with the exception of the mold 
and some working of weevil, that they were in relatively good con- 
dition for having been kept so long. That is a very rough statement— 
thev were still edible beans, most of them / 

Mr. VALENTINE. Some people say, no, but I say, yes. I agree with 
As I said before, (0 percent wholesome value to those beans. 
’ Mr. Correr. Could you tell me exactly what Mr. DeWolf’s first 
reaction was and what Mr. Kiefer’s first reaction was to this $v.50 
price ¢ 
Mr. Vatentine. I would rather have these gentlemen express their 
own reactions on that point. 
Mr. Correr. Can you tell me what they said / 
Mr. Vatentine. We were concerned—had been concerned for 
nths with the quality and condition of these beans. If they are 
erated properly during the winter months, those beans will carry 


ough in vood fashion. As soon as we start to hit hot weather, 
we are introuble again. There is where our big headache comes. 


here again they are just as much in harmony with me at $2.50 or $5 or 
itever price we could get for them to move on those beans before 
vould vet into the hot months and have the whole thine blow up. 
Mr. Correr. Tell me about this conversation with Washington. 
Mr. V ALENTINE. Meanwhile, I had contacted Hawley Townsend of 
{ K. W. Wilson C'o.. kK] Paso. He had. also, been interested in these 
eans. He was dickering since early March, Mareh 25, March 31. 
He Was dickering on these beans as well. 
The CHarrMan. You mean the whole lot ? 
Mr. VALENTINE. On the whole lot. As he indicated, he might take 
i lot of DOO, but then he might be able to cet another man, 
$2,000, then might get. interest up for the balance. Never anything 
inite or a direct commitment in any way. 
Correr. That was all right. If you could get the money. 
Mr. VALENTINE, Yes. 
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The CuHarrman. What was the price he offered / 

Mr. Vatentine. No price. We had not come to any price bas 
any kind except that I told him, told others, to sharpen your pe: 
get your price up, we will listen, we are willing to listen all of the t 

Senator Arken. When did you say it was you talked to Mr. To 
send ¢ 

Mr. Correr. The twenty -eighth. 

Mr. Vatentine. March 28.” He first visited our office in New Y: 

Mr. Correr. He was interested ? 

Mr. Vatentine. He apparently was interested. 

Mr. Correr. If you had not been before, you were on notice t 
they were looking around for the first time for red kidneys f 
Mexico? 

Mr. Vatentine. That is right. We knew all of that. I honest 
knew that Mexico was interested, but these sales I did not knovy 
the time where they were going. I assumed that Townsend \ 
intending to go to Mexico on some of them, but I could not answ 
that directly. 

Mr. Correr. Was there anybody else besides Townsend who was 
interested in this whole proposition ¢ 

Mr. VaLtentine. On the whole lot ? 

Mr. Correr. Yes. 

Mr. VaAtentine. Other than the Dutchmen. 

Mr. Correr. The Dutchmen and Townsend ? 

Mr. Vatentine. And Townsend. And then there is a Steinhardt: 
& Nordlinger, that showed an interest in about 50,000 to 75 
bags, and I surmised this interest was coming from Holland. 

Mr. Correr. Any other? 

Mr. VALENTINE. Intra-International Traders, New York, were ve: 
much interested. They were going to take 50,000 bags at the fi 
crack. They got samples, sent them abroad, where I do not know, 
I presume Holland, but the report back was that the beans were ba 

Senator Arken. When did they exhibit their interest, the las 
March, too? 

Mr. VAtentine. All around this period in March. 

Senator Arken. The market was generally tightening up or 
size bean? 

Mr. Vatenttne. That is right. 

Senator Arken. At that time? 

Mr. Vatentine. Yes. But the interest, some of the interest 
was developed at the opening just petered out. 

Mr. Correr. But you must say that you did depart from standa 
procedures that you had previously appeared to have when you wer 
selling any special sale of beans, giving the trade an opportu! 
to come in and really match prices. 

Mr. Vatentine. The only deviation was that we deviated fr 
the monthly announcements as such. The only other announcen: 
that we put out were on sample grade beans, beans that were going 
bad, and that we do on grains, too. 

Mr. Correr. What was your authority for selling these $2.50, 11 
under what exceptions to the law could you sell this lot which wer 
not sample but which were off formula for export and for denne! 

Mr. Vatentine. I did not actually sell the beans. 

Mr. Correr. I appreciate that, but do you know of what except 
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Mr. VALENTINE. They were authorized by Mr. Kruse to go ahead 
with the sale. 

Mr. Correr. Does he have an exception? He would not have an 
exception outside of the law. Do you know what the basis on which 
such a price would be allowable? 

Mr. VaLentine. Quality and condition of them, the deterioration 
of them. 

Mr. Correr. I should think you would have to declare them sample 
and they would have to be actually in that condition. 

Mr. Vatentine. In danger of going out of condition. 

Mr. Correr. Did not your inspection reports more or less refute 
that condition ¢ 

Mr. VALENTINE. Yes, sir; every one in that statement that you have 
there, that is indicated right through that the condition is bad. 

Mr. Correr. You think there is sufficient support ¢ 

Mr. VALENTINE. I would say “Yes, sir.” 

The Caarrman. The fact is that the summer months were coming 
which would aggravate that situation ? 

Mr. VALENTINE. Yes. 

Senator Arken. They had been in danger of going out of condition. 

Mr. Correr. If these had been sold for feed, what would have 
been your price ¢ 

Mr. Vatentine. From a dollar to a dollar and a half per bag, pos- 
sibly, at the best. 

Mr. Correr. I thought that there was no floor on that formula. 

Mr. VALENTINE. No, sir. 

Mr. Correr. They would not have brought $2 a hundredweight 
for feed. 

Mr. Vatentine. If we would have, or, had had to put 360,000 bags 
on the market as feed, 1 would hazard the opinion we would not have 
gotten better than 50 cents or a dollar a bag for them on 360,000 bags. 

Mr. Correr. Will you continue the conversation you had—let us 
make it as briefly as possible—continue with the conversation you had 

getting your aut horization to sell these beans / 

Mr. VALtentine. On April 4—in the interim I still tried to develop 
anything to advantage, even with Hawley Townsend, as I said before, 
e Was interested 

Senator Arken. In the interim—what was the interim, between 
March 28 and April 1? 

Mr. VaLentine. That is right. 

Mr. Correr. Are you familiar with the name of L. N. White on 
the transaction / 

Mr. Vatentine. I had spoken to L. N. White any number of times. 

Mr. Correr. Was he working on the situation, too? 

Mr. VaLtentine. I asumed that he was. L. N. White had worked 
on these beans at different times over the past months. 

Mr. Correr. Well, you had not any announcement that you were 
roing to go? 

Mr. Vatentine. We did not. I spoke to L. N. White directly 

\ self. 

Mr. Correr. When / 

Mr. Vatentine. April 2. 

The Cuamman. What was the subject—what did you talk to him 


+f 
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Mr. Vatentine. Well, White phoned me to advise that Gonza\|, 
Blanco was reported as offering No. 1 Red Kidney beans, 1949 . 
to Mexico. I told Mr. White that he had no refusals from us 
could not do anything whatsoever. 

Mr. Correr. Was there anybody else you talked to? 

Mr. Varentine. Louis Cohen. 

Mr. Correr. Who is he? 

Mr. Varentine. Louis Cohen is a bean merchant at 44 Whit 
Street, New York. 

Mr. Correr. But you did not tell—— 

Mr. Vautentine. I did not put a direct price at any time. 

Mr. Correr. Did you ever discuss the $3 or $3.50 with then 

Mr. Vatentine. No, sir: I did not. 

Mr. Correr. Did they ever discuss it ¢ 

Mr. Vatentine. I said any price within reason submit it. 

Mr. Correr. Did they ever make an offer ¢ 

Mr. Vatentine. I was asking for offers. 

Mr. Correr. Were you not being too vague, Mr. Valentine / 

Mr. Vatentine. There was nothing else I could do. I did 
know what price the beans would actually sell at. I had 
authority. 

Mr. Correr. You had no authority. Did you know if Washing 
ton would approve it ¢ 

Mr. Vatentine. If I put a price stipulation out ? 

Mr. Correr. So you were more or less controlled by your formula 
listing of export at $4.25 for this type of bean and below that you 
just could not go? 

Mr. Vatentine. I could get nobody, any firm. 

Mr. Correr. That is why probably previously when you had a lot 
that was being sold at no definite price that you issued a bid to the 
trade to all come in and offer the best price, is that right? 

Mr. Vautentine. That is right. 

Senator Tryr. How long had these beans offered? Had they beer 
offered on a monthly listing? 

The CHatmrman. They had been. 

Senator Tuyr. I am sorry I came in so late, but I had committed 
myself to another session at 10 o'clock. 

The Cuarman. He testified that it was on a monthly listing, ex- 
cept that the listings were not made on April 1. 

Senator Tuye. But they had been listed ? 

Mr. VaLentine. Every month previously. 

Senator Trye. They had been listed in February. When did you 
first commence listing? 

Mr. Vaventine. They were first listed back in 1949. 

Senator Tuyr. You had carried these beans through all of the 
calendar years from 1948 to 1950, 1951? 

Mr. Vatentine. Into 1952. 

Senator Tuyr. And you had listed these beans as of the first of 
the month of each of the calendar months? 

Mr. Vatentine. Am I right on that? I think that Mr. Underhi! 
would have to answer that. 

Mr. Unvernitx. That is probably correct. 

Mr. Vatentrine. I think that Mr. Entermille would have to answer 
that question. ° 
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Senator Ture. You have listed them consistently as of the first of 
the month, that is of each of the months of the calendar years from 
1949 on ¢ 

Mr. Vatentine. I had not. The Washington office had put the 
listings out, the announcements. 

Senator Ture. But they were listed / 

Mr. VaLentine. That is right, sir. 

Senator Tuyr. Yet they had not been listed in the month of April ¢ 

Mr. Vatentine. They had been stopped in the month of April, that 
sright. They had been listed for March, and then were withdrawn. 

Senator Ture. Why were they not listed in the month of April ¢ 

Mr. Vatentine. Well, more or less to promote, we will say, that 
hidden interest somewhere along the line where we could move those 
beans, instead of having them all go up in fire or completely bad. 

Senator Ture. They were deteriorating / 

Mr. VaLentine. They were very much deteriorated. 

Senator Tuye. When you were listing them in all of the previous 
listings in previous years, were they listed under a specific floor price, 
so that you could negotiate a reduction ¢ 

Mr. Vatentine. They were recently listed under a scale reduction 
price starting with No. 1, No. 2’s and No. 3's, discounts all the way 
down to $2.25, from $5.50 down to $2.25, to sample grade, off-color, 
from No. 1 at $5.50, down to sample grade off-color $2.25. 

Senator Tuyr. And April 1 of 1952 the beans were still on hand ¢ 

Mr. VALENTINE. Yes, sir. 

Senator Ture. The Commodity Credit Corporation thought it wise 
not to list them and to proceed from there on to negotiate sales at the 
hest possible price ¢ 

Mr. Vatentine. The best price possible. 

Senator Ture. Had you negotiated sales comparable to that in pre- 
vious sales ¢ 
Mr. VaLentiIne. No; that is, do you mean money-wise or quality- 

Senator Tuyr. Both money and quality. 

Mr. VALENTINE. We aggregated about LS.000 bags in one sale. That 
was sample grade beans. , 

Senator Toye. What vear did they go? 

Mr. Vatentine. That was in 1951. 

Senator Tuyr. 1951? 

Mr. Vatentine. In other words, as soon as we put on anything, 
inything out that was competing with the local trade, they had beans 
to sell, why we had that restriction to contend with. So if we put 
outa large lot of LS,000 bags sometimes we rot absolutely no response 

itsover to our announcement. 

Senator Tuyr. Thank you, Mr. Chairman. 

The Cuamman. Mr. Valentine, evidently some of the trade knew 
hat you were trying to dispose of all of it. 

Mr. Vatentine. I'd say all the trade knew that. 

The Cuatrrman. When you were contacted by Townsend, he in- 
‘ormed you that he understood that somebody was trying to buy them 
tor the Mexican trade ? 

Mr. Vatentine. No. That was made by White. White made that 
statement. 
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The CuatmrMan. They knew that the Commodity Credit, through 
you, was trying to dispose of the whole lot ? 

Mr. Vatentine. And they knew that we at all times—there were 
no exceptions—I personally told them all that we would listen to 
offers at any time. 

I have no authority on prices, which I’m honest in saying. | 
very much concerned—I was concerned—with these beans, I wou 
say, moreover, for the good of all. 1am happy to see that they are 
sold. 

The Cuarrman, You think the Government made a good deal? 

Mr. VaLentine. I do, sir. 

The Cuarmman. Under the circumstances? 

Mr. Vatentine. I do, sir. 

Mr. Correr. Let’s get the rest of these details. 

Senator Aiken. You had a talk with him ? 

Mr. Vautentine. IL asked him to get in touch with Drex Watson t! 
night. I was calling from New York to Washington. I didn’t hav 
Drex Watson's telephone number. But I passed the call through 
Jack Tripp for him to get in touch with Drex Watson and he would 
tell him to call me back the next morning. 

I wanted to get him, I am now referring to Townsend again, to 
the point where he might be interested, too, as a buyer. 

Mr. Correr. Why did you not press some of the other dealers? 

Mr. Vacentine. They were the only two. These two are the only 
LWo, 

Mr. Correr. Well, we will get to that later. 

But continue. Let us get on to this next day. 

Mr. Vatentine. On April 4 at about 10 o'clock, Drex Watson and 
Jack Tripp phoned me back and I repeated the bid as made. And I 
told Drex that while I felt we might still get $3, it was going to be 
a damned big gamble on that 50 cents. 

Drex said he wasn't too concerned with that 50 cents. He was 
terested in moving those beans finding an outlet for those beans 
without carrying them any farther. 

He asked me to get the bid in writing, and then to call him ba 
There was nothing at that conversation agreed to about any sale 
that time even then: but for me to get the bid in writing and ther 
call him back, and he would go to work on them. 

Mr. Correr. Did you talk to Entermille or Tripp the next day’ 

Mr. Vaventine. Drex Watson and Jack Tripp were on this ec 
ference telephone call. 

Mr. Correr. Oh, they were both on. 

Mr. Vatentine. April 4. 

Mr. Correr. I did not recall that you mentioned that Tripp was 
on this. 

Mr. Vaventine. I said to Mr. Drex Watson that if we hold out 
fight this thing, we might get a half dollar more: but it isa big gamb 

Drex replied to me that he felt that it was not worth the gamb| 

Mr. Correr. You recommended the $2.50? 

Mr. VaLentine. I would go along on that recommendation. 

Mr. Correr. I said, Did you recommend the $2.50 ¢ 

Mr. Vatentine. No, sir; I did not at that time. 

But I am happy to say that $2.50 was just as pleasant to my ea! 
$3 was in moving these beans. 
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Mr. Correr. Isthat quitethe issue? If you get $3 or $3.50 for them, 
then the Government would have a million or so more. I didn’t want 
ere to raise that issue, but—— 

to Mr. VaLentine. I said I stated that was the bid at $2.50. We 
might—we might, now—get $3. But it was a damned big gamble. 
Mr. Correr. You were trying to do the best you could? 
ld Mr. VaLentine. That is right. 
ire Mr. Correr. And you were putting it up to them? 
Mr. Vatentrne. Absolutely. 
Mr. Correr. And Tripp and Watson are the only people you talked 
to the next day? 
. Mr. Vatentine. At that time. 
p Mr. Correr. You didn’t talk to Entermille about the deal at any 
time ¢ 

Mr. VALENTINE. No, sir. 

Mr. Correr. And the only way Entermille came into the picture 
was that Gonzales had said that he had discussed the deal with 


mm Entermille in Was hington ¢ 

Id Mr. VaLentixe. In which time—over the preceding days or pre- 
ceding months, I don’t know when—that was the time. 

to Mr. Correr. So, did you get a confirmation ? 


Mr. Vatentine. No, not at that time. 
Mr. Correr. Well, later? 1 mean did you get a wired confirmation, 
y finally, or did you have more discussion ¢ 

Mr. Vatentine. More discussion. 

Mr. Correr. Could you give them to us. 

Mr. VALentine. On the same day, April 4, at 10:10, I contacted 

d Gonzales at the St. Regis Hotel in New York, and requested a letter 
from him with the full contents of his bid as made. 

About quarter to one, both Gonzales and Schoen came to the office 
and gave me the bid in writing. 

The Cuarmman. In writing? 

Mr. Vatentrine. In writing. 

At that time, Gonzales more or less had them charge any coopering 
or rebagging to his account. Any coopering or rebagging, he would 
have to pay for. And then I told Gonzales that I would submit again 
and let him know what the final developments would be. 

At 1:35 p. m. I again spoke to Drex Watson and Jack Tripp in a 
conference telephone call and gave them the contents of a letter and 
what transpired, at which time Watson told me to go ahead and 
proceed with the sale and he would send a teletype message—or have 
it VE, Peg izing confirmation of this action. 

At 4:15 p. m. Jack Tripp phoned me to hold up the sale pending 
settlement with the question arising with the Food and Drug. 

At 4:37 p. m. Watson phoned me and said he had arranged for me 
to go ahead with the sale with Gonzales and he would worry about 
straightening out the problem between the Department and the Food 
and Drug Administration. 

Mr. Correr. I guess you made this chronology since you heard you 
were coming down here to testify ? 

Mr. Vatentine. For my records; yes. 

Mr. Correr. Whom did you talk to about coming down to testify ? 

Mr. Vacentine. Mr. Cotter phoned me the day before yesterday. 


20554—52 pt. 1 —57 
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Mr. Correr. Who from the Department of Agriculture ? 

Mr. VaAtenTINE. My instructions came from Ralph DeWolf, m, 
director. 

Mr. Correr. You didn’t talk to anybody from Washington? 

Mr. Vatentine. No, sir. 

Mr. Correr. Since you talked to me? 

Mr. VatentIneE. That is right, sir. 

Was it day before yesterday that you called me. I think it was 

Mr. Correr. Two days ago, that’s right. 

Mr. Vatentine. That’s right. 

Mr. Correr. And they were held up because the Food and Drug 
oh, you have it there. 

Just take it on, very briefly. I don’t think some of this is too 
pertinent, but if you have it there. 

Mr. VaLentine. Well, then, following that, after Drex Watsoe; 
said to go ahead with the sale at 4:37 p. m., we got hold of Gonzales 
again, and we set the contracts up in our shop in New York. 

Mr. Correr. And, very briefly, what was the deal? Was it cash? 

Mr. Vautentine. That is the credits, all of which have been posted 
and placed with us. And it is delivered to new York. 

Mr. Correr. And he gets them there for $2.50 a hunderd ? 

Mr. Vatentine. That’s right. 

Mr. Correr. The whole inventory. 

Mr. Vavtentine. The entire works. 

Mr. Correr. Good, bad— 

Mr. Vatentrne. Any beans up there. The entire inventory. 

Senator ArkEN. Has any delivery been made vet / 

Mr. VaLentine. Yes. 

Senator ArkKEN. It has already started? 

Mr. Vatentine. The delivery has started on some of the beans 
They are now loaded on ocean vessels. 

Mr. Correr. You mean since—when did he finally get his letter 
of credit? 

Mr. Vatentine. The first letter he got up—on April—he was her 
in New York—about April 10, 

Mr. Correr. When did he get the last one up? 

Mr. VAtenttne. On Monday, April 21. 

Mr. Correr. Well, the deal couldn't start to move until he got th: 
last one up. 

So, has it gone out, and are they on ocean vessels? 

Mr. Vatentine. The first boat is loading now—the first 2.0 
tons. She might be out this week. 

Mr. Correr. I mean Monday—this is Thursday. 

Mr. Vaventine. She sails tomorrow. 

Mr. Correr. You could hardly get much more than that by now: 
is that right? 

Mr. Vatentrne. We have been running 25 or 30 cars a day out of 
Horseheads, N. Y. 

We have received the check in advance to the letter of credit, whi 
check would be forfeited to the corporation in the event they failed 
in any way—— 

Mr. Correr. You mean the $70,000. 

Mr. VALENTINE. Yes. 
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Mr. Correr. He was very anxious to get moving fast. 

Mr. Vatentine. That is right. 

Mr. Correr. That is why he put up the $70,000 check which was in 
lieu of his last half of his letter of credit / 

Mr. VALENTINE. That is right. 

Mr. Correr. And, as soon as you got that check, you started 
moving ¢ 

Mr. Vatentine. That is right. 

Plus a letter of guaranty. If he reneged in any way on his second 
credit, the Corporation would step in and seize the check for $70,000, 
take back the beans again, and he would have no position. We would 
have the $70,000 as penalty on it. 

Mr. Correr. Were there any other features of the contract that you 
haven't given us that are pertinent ¢ 

Mr. VALENTINE. That is all I know of. 

Mr. Correr. I think that’s all for the present that I have to ask. 

Mr. Valentine, would you wait a little while until we hear a couple 
more of these witnesses ? 

Phe CHarrMan. All right, Mr. Valentine, I guess vou can step over 
there for a while, and we may need you a little later, depending on 
what the Se other witnesses say. 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Parker. I do. 


TESTIMONY OF W. A. V. PARKER, J. M. RODRIGUEZ & CO., INC., NEW 
YORK, N. Y. 


Mr. Correr. Won't you give your full name for the record, Mr. 
Parker ? 

Mr. Parker. W. A. V. Parker. 

Mr. Correr. And with what company are you associated ? 

Mr. Parxer. J. M. Rodriguez & Co. Inc. 

Mr. Correr. And what is your capacity there ? 

Mr. Parker. Employee. 

Mr. Correr. And ts the Rodriguez Co. exporters ? 

Mr. Parker. Yes, sir. 

Mr. Correr. And is beans one of your commodities of export? 

Mr. Parker. I would say beans is our major commodity at present, 
of export; yes, sir. 

Mr. Correr. And in this connection do you have business with the 
aN e\\ York C ity Commodi ty Office of the De spartme nt of Agric ulture ? 

Mr. Parker. Yes. 

Mr. Correr. And when you buy for export, how do you buy? Do 
you buy from a list price, published listing in most instances? 

Mr. Parker. Well, that is a guide to us. And also on these in- 
Vitations to bid. and So on. 

Mr. Correr. Yes. But there is a published list price; is that right / 

Mr. Parker. That is right. 

Mr. Correr. You also buy for the domestic market ? 
| Mr. Parker. In the domestic market from private traders and pro- 
ducers: ves, 


Mr. Correr. But not from CCC? 
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Mr. Parker. Well, from time to time, we have bought from ((‘ 

Mr. Correr. Well, you have to pay the domestic price formula y 
you buy from CCC if you buy No. 1 or No. 2 if you buy stand 
grade; is that correct ? 

Mr. Parker. That would be correct. But we buy from the ex). 
list, naturally; we are exporting. 

Mr. Correr. Well, you wouldn’t be buying from the export list t! 
you would use for domestic ? 

Mr. Parker. No, no. 

Mr. Correr. And your export list is considerably different t] 
your—as a matter of fact, it is about half of what your dom 
formula price is; isn’t that correct ? 

Mr. Parxer. More or less. More or less. It varies, as you kn 
from comparison of the export and the domestic list. 

Mr. Correr. Do you recall what the red kidneys were on the export 
list in recent months? 

Mr. Parker. No. I’m sorry to say I don’t. 

Mr. Correr. Well, wouldn’t you think about $5.50? 

Mr. Parker. Somewhere around $5.50; yes. 

Mr. Correr. And there was a differential for older beans? 

Mr. Parxer. That is right. 

Mr. Correr. They were off color? 

Mr. Parker. Off color. 

Mr. Correr. And 25 cents for—— 

Mr. Parxer. Downgrading. 

Mr. Correr. Yes. 

Then, you have bought quite a large volume of those beans f: 
the New York office, have you ? 

Mr. Parker. We have on occasion. We have, for instance, in Jar 
uary, when we bought about 13,000 bags; and we bought other classes 
of beans from other offices of CCC in other parts of the country. 

The Cuatrman. What kind of beans was it that you bought 
January—these 13,000 bags? And the price that you paid for them! 
Mr. Parker. This is my file on this. We paid $3.11 in January. 

Mr. Correr. How do you happen to make that ? 

Senator Arken. What was the grade for the $3.11? Were they 
sample ¢ 

The CHatrMan. As is, where is? 

Mr. Parker. As is, where is. 

Mr. Correr. What was the price based on? Was that a bid price! 

Mr. Parker. It was an invitation—an invitation to bid. A gen 
invitation went out to the trade. 

Mr. Correr. To the trade? 

Mr. Parker. I presume everybody that was interested. 

Mr. Correr. Was that a written invitation or oral invitation’ 

Mr. Parker. No. That was written. It was more or less the 1 
mal thing that has been going on for some time. 

Mr. Correr. It is dated January 4 without any heading, and it 
signed by Ray L. Valentine, Chief, Commodity Division, PMA Cor 
modity Office. , 

Mr. Parker. Down by this gentlemen’s thumb is a date in wh 
get the bid. 

The CHarrman. January 14, 1952. 

Mr. Parxer. That is right. 
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Senator Ture. May I see that form, please? 

Mr. Parxer. Yes, sir. 

The Cuamrman. After you received that notice, did you actually 
hid that, or did you call on Mr. Valentine and bargain with him ¢ 

Mr. Parker. No, no. I will show you the letter where we submitted 
oul bid by letter. 

The CuamrMan. I see. The best bid you gave was $3.11 where is 
and as 1s ¢ 

Mr. Correr. And that was a sample lot? That was sample grade? 

Mr. Parxer. Well, the description is in the invitation. 

Mr. Correr. I see. And what were they? I haven't seen it. 

Mr. PARKER. Red kidney beans. 

Mr. Correr. Well, I understood—— 

The Cuatrman. What was the grade? How did they—— 

Mr. Parner. Well, as is. 

The Cuarrman. You had some good ones and bad ones, I suppose‘ 

Vr. Parker. That is right. 

Mr. Correr. But they, the New Yofk office, term them as sample 
rade? 

The CrarrmMan. No. 

Mr. Parker. The description is not there. 

Senator A1rkEN. They were a mixed lot. 

Mr. Parker. Mixed lot. In other words, vou bought them on the 
condition of “buyer beware.” You bought them just as they—— 

Mr. Correr. May I see that? 

Mr. Parker. Yes. 

Senator ArkeNn. You had the privilege of inspection ! 

Mr. Parker. Yes. 

Mr. Correr. And did you inspect them, and so forth? 

Mr. Parker. We looked at them. And I think the top letter there 
is ours placing the bid. 

Mr. Correr. Now, was this the usual way that you bought beans 
from this Office when they were a substandard lot, or a lot that was 
being offered at not more than the formula prices, either domestic or 
export ¢ 

Mr. Parker. That was the customary way. We get these invita- 
tions to bid, and we bid, if we were then interested. 

Senator Tuyr. Your bid on this lot was publicized January 25? 

Mr. Parker. Is that the date? I’m not carrying it in my mind. 

Senator Ture. Is it? 

Mr. Parker. I think it is earlier than the 25th. 

The CHarrman. The 14th. 

Senator Ture. January 14. 

Mr. Corrrer. That is right. 

Senator Ture. Did you bid on this lot of beans as advertised? 

Mr. Parker. According to this invitation; yes. 

Senator Tarr. And what was your bid on this lot of beans? 

Mr. Parker. Do you mean this advertisement ? 

Senator Ture. Yes. 

Mr. Parker. We bid as advertised there. 

The CHarrman, $3.11. 

Senator Ture. $3.11? 

The CHamman. That is what they got, where is and as is. 
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Senator Ture. And was that a part of the beans that were now 
just recently sold? 

The Cuarman. It was in the same inventory. 

Senator Tuyrgr. There was a listed number of bags offered for sale 
on January 14, and this was your bid on that? 

Mr. Parker. That is right. 

Senator Ture. If the entire lot had been offered, would you have 
bid such a price on the entire lot? 

Mr. Parker. We might have, depending upon our thoughts at that 
particular time. 

As a matter of fact, if I may add there, on an invitation of Ja 
ary 30, we only bid $2.11. 

Mr. Correr. On that particular lot? 

Mr. Parker. On an invitation; yes. 

Mr. Correr. Do you know where this lot that you bought was 
located’ Were they located at Horseheads ¢ 

Mr. Parker. Yes. 

Mr. Correr. Lehigh at Horsehead ? 

Mr. Parker, Yes. 

The CHarkmMan. With a $2.11 bid, you say? 

Mr. Parker. We bid $2.11. 

I don’t mean to go volunteering information. 

Mr. Correr. That’s all right. 

Mr. Parker. January 30 we bid $2.11 for a lot of 18,000 bags, I 
think that came to. Let’s see, it was 18,643. 

The CHatrmMan. 18,000 bags? 

Mr. Parker. 18,643. 

The CHarmman. What was the condition of those beans? 

Mr. Parker. Well, I tell you, I might explain the reason we dropped 
our price. ‘That was for a variety of reasons. 

The red kidney bean market as a whole was beginning to look a little 
bit softer, and furthermore, the bulk of this stuff was 1948; and as | 
understand, the bulk of the earlier lot was 1949. So, you have a 1-year 
crop difference. 

The CHarrman. Will you answer my question now as to the kind 
of beans, the quality of the beans that you offered $2.11 for? Were 
they about the same grade as those for which you had bid in Ja 
ary—$3.11 ¢ 

Mr. Parker. I would say roughly. 

The Cuarrman. Good and bad? 

Mr. Parker. The same. One-year crop difference. 

The CHarrman. Would you say that the beans that you purchased 
at $3.11 in January and for which you offered on another occas 
$2.11 were beans of about the general run that were owned by Cor 
modity Credit in the New York area? 

Mr. Parker. Well, I think you might—it is very, very hard to sa) 
Bag by bag, one bag is about as good as another. 

Mr. Correr. Couldn’t one bag be full of mold and another bag be 
perfectly good 1948 beans ? 

Mr. Parker. Well, I would not say that. 

Mr. Correr. You couldn’t say it unless you looked at them, could 
you? 

Mr. Parker. Well, from our examination, why, they did—— 
Mr. Correr. Did you examine the beans? 
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Mr. Parker. No, I do not. 

Mr. Correr. Do you ever go out and examine the beans? 

Mr. Parker. Not for some time now. 

Mr. Correr. Do you know why CCC listed a 13,000 and then 
18,000? Was that a convenient package lot to list for auction or was 
it because they were going out of condition? They were the worst 
of the lot that they had on inventory. Do you know that ? 

Mr. Parker. That, 1 do not know. I cannot speak for the workings 
of their markets. I don’t know. 

Mr. Correr. Could you conceive that if they had 350,000 bags that 
there would be some that would be worse and some that would be 
better ? 

Mr. Parker. That was our experience on these 15,000. Some were 
cats and others were dogs. 

And I might add one more thing there. We still had a balance out 
of our 13,000. And, putting them out piecemeal in this fashion, well 
naturally we felt somebody would get them if we didn’t get them at 
a low price. We would want to protect ourselves and drop our price 
accordingly unless we could get the whole shooting match. 

Senator Arken. You didn’t really need the second lot of red kidneys 
at that time, and you only would take them if you were pretty sure 
you couldn’t lose ? 

" Mr. Parxer. Well, in a sense, probably yes. 

But, on the other hand, we are very active traders in beans. And, 
a trader, well, he is a gambler too. We take our chances. 

Mr. Correr. Mr. Parker, did you ever discuss with the New York 
agency, in company with Mr. Rodriguez, this whole inventory—the 
purchase of it? 

Mr. Parker. I tell you, I began talking to the New York office—or 
I won't say I began talking—on the afternoon of April 4. 

Now, I have been with Rodriguez only about 3 months and—— 

Mr. Correr. Oh, you have been there only 3 months? 

Mr. Parker. Yes, sir. 

M.. Correr. Where were you before that? 

Mr. Parker. I was for many years an officer of Duncan and Fox. 

The Cuatrman. Now, why did you desire to talk to him around 
April 4; did you know that he was trying or bargaining to sell with 
some other people ? 

Mr. Parker. We became interested at that time, too. We had 
certain thoughts too that we might make a sale and would purchase 
them if we could get the whole shooting match. 

Mr. Correr. Did the market suddenly tighten up with respect to a 
ossible demand from Mexico because of the failure of the Mexican 
ean crop? I don’t know that. I’m just asking. 

Mr. Parker. Now, which market are you referring to, Mr. Cotter. 

Mr. Correr. The bean market. 

Mr. Parker. Well, we might say there were two markets: The 
Government holdings as differentiated from the private trade market. 

Now, if you are referring to the private trade market, I would 
say that I don’t think it had any effect on it. The market has been 
slowly receding and subsiding ever since. So, I don’t know that, 
up to this moment. 

Now, if we know that they are completely out of the way, then 
probably some fellows up-State, the private traders, would take a 

ttle bit more courage. 
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But officially, to this very moment, I do not know that those bea: 
have been sold, right to this very moment. And I have been try 
since April 4—— 

The CuarrMan. You do not know any of the details? 

Mr. Parker. I do not know—only what I have heard band 
about the Street and so on. 

But I have had many, many talks with both DeWolf and—wh, 
understand is Mr. Valentine’s superior—and with Mr. Valentine hi: 
self. And I do not know officially that those beans have been sold. 

Mr. Correr. You mean they would not tell you? 

Mr. Parker. They would not tell me. 

The CHamrman. What was the object in keeping it from the p 
Do you know? What would be the object ¢ 

Mr. Parker. Well, I do not see it, myself, as I understa 
total stocks at that time were some three hundred and sixty thou 
bags—or three hundred and eighty thousand—I don’t know exact 
somewhere in that neighborhood. 


Now, if they had made a sale, unless there was something privat: 


about it—my experience has been largely with the British houses, 
they have a very, very high respect and regard for any contract ¢ 
they make. And, even if the market is completely cleaned out, y: 
will not get a piece of information from them. 

Now, if they were following those lines and not as public servant 
well, I can understand it. But, otherwise, I cannot. 

Now, if I may—I have a few notes of conversation that I had. 
Now, this one I do not have in my book there. But, on Apr 
was the first time I could reach Mr. Valentine, and that was at 12: 0! 

5 minutes after noon. 


And this is just a rough note: 


Government Red Kidney Beans. Valentine advises that al! the red k 
beans have been sold and has no more to offer at this time. Cannot say 
time whether they will have any more to offer today or tomorrow or 
But will let us know if he does have. I asked him the price at which the 
kidney beans had been sold presently, but he has said he could not tell me at 
time. 

Now, since then, I have been hammering away trying to—they | 
been telling us that they were in the course of negotiation. 

On April 8, Mr. Rodriguez and I went up to see Mr. Valentin 
sonally, and he told us that he would consider that they were 95 | 
cent sold. 

So, by that time, I think, Rodriguez’ Spanish temper got a little t 


better of him, and he asked him, “Well, what the heck was the 2 pe! 


cent? Was that a money matter?” 
So, I think it was probably phrased just a little—not diplomatic 


And Valentine riled up, as 1 would myself, and he said—-he asked 


him what he meant. And he said, “Well, I mean the financial.” W 


had heard that there was something that had not gone right about t 
letter of credit. 

Now, what we have heard has been what I say that has been band 
around. 

Mr. Correr. Didn’t your firm talk to the New York office about t 
whole inventory or have an opportunity to buy the whole invent 
before April 4, to your knowledge ? 


1 
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Mr. Parker. No. The only thing we knew was that on April 1, 
you probably have seen these releases, that the trade—I think, in 
effect, they said that the trade would be advised. 

Mr. Corrsr. Have you got your release of April 1 there? 

Mr. Parker. Yes, 1 have both the domestic and export list. 

Mr. Correr. Does the domestic list carry those beans / 

Mr. Parker. No. I think the wording is precisely the same. 

Mr. Correr. What does it say ¢ 

Mr. Parker (reading) : 

Red kidney beans have been dropped from the sale list, but will continue to be 
available for sale on further notice to the PMA Commodity office. Red kidney 
beans will continue to be available for sale, however, through PMA Commodity 
Office at 1389 Center Street, New York, N. Y. until further notice. 


Now, I believe also that—— 

Mr. Correr. What did that signify to you? That they would be 
sold, or what ? 

Mr. Parker. No. But that some further form of selling program 
would be initiated. 

Mr. Correr. Are you looking for bids now ? 

Mr. Parker. Am I looking for bids now? 

Mr. Correr. Were you? Were you looking for the release like the 
one that came out on January 14? 

Mr. Parker. Well, we didn’t know quite what to expect. 

Here is something entirely different from established procedure, 
if I may call it that. And we were somewhat at a loss. And I 
understood too that one of the—one individual or firm—out of Valen- 
tine’s office was advised that they would be notified when they were 
ready to sell. 

Now, I cannot vouch for that. It is simply hearsay. 

Mr. Correr. But you know that your firm—— 

Mr. Parxer. But we were not approached directly or indirectly. 

Mr. Correr. And what is the comparative position of your firm 
as an exporter of beans in the New York Curb? 

Mr. Parker. Will you explain that, Mr. Cotter? 

Question read.) 

Mr. Correr. Are you large or small? 

Mr. Parker. Well, mostly, I think we are one of the largest—we 
are one of the largest, if not the largest exporter to Cuba and Puerto 
Ri oO, 

The Cuarrman. How much beans do you handle per year? 

Mr. Parker. Well 

The Cuamman. Roughly. 

Mr. Parker. Well, for instance, here are the statistics out of the— 
now, I’m talking in terms largely of red kidney beans. 

The Cuamman. Yes: I understand. That’s accepted. That is 
what we are talking about also. 

Mr. Parker. Yes, sir. 

The Cuarrman. Read it for the record. 

Mr. Correr. Just give us the totals. 

Mr. Parker. I'll have to search for this here. 

During the 12 months of 1951, we exported under the name of J. M. 
Rodriguez & Co., 4,856,116 kilos. 








S94 STORAGE AND PROCESSING ACTIVITIES OF CCC 


And Rodson, Inc., a subsidiary of ours—— 

(Discussion off the record.) 

Mr. Parker. Shall I proceed ? 

The CuatrrMan. Yes. 

Mr. Parker. Rodson, for the 12 months of 1951, 3,901,330 kilos. 

The Cuatrman. Going back to the bid you made in January for 
the 13.000 bags I think it was—— 

Mr. Parker. $3.11? 

The CHatrmMan. Yes, $3.11. Did you dispose of all those beans? 

Mr. Parker. Not vet. We have a few. 

The Cuatrman. Still have some? 

Mr. Parker. We have a few. 

‘The Cuatrman. And it prompted you to bid only $2.11. When 
was that bid? 

Mr. Parker. Well. that was about - 

The CuarmmMan. What month was that? 

Mr. Parker. A month later. 

The Cuatrrmman. A month later. 

What prompted you to bid $2.11 a month later was partly due to 
the fact that you still had on hand some of these beans ¢ 

Mr. Parker. We had-more than 3,000 then. What the balance was 
at that time, I do not know. 

The CHatrman. Would you be able—or would you tell us what, 
in your opinion, would have been a fair price to the Government for 
somebody to come and buy the whole amount cash on the barrelhe ad? 

Mr. Parker. Well 

The Cuamman. Everything, as is, where is, rotten ones, every- 
thing. In other words, the whole batch as they stood ? 

Mr. Parker. Well, that is an awfully tough question to answer. 

The Cuarman. Well, now, you bid $2.11, you said, the month 
before that. 

Mr. Parker. Well—— 

The Cuainman. What would you say? 

Mr. Parker. We might have done $3,000 at Horseheads. 

Senator Arken. Well, you list two-thirds of them as fairly high- 
quality beans, if you got them all, 95 percent clean, and so forth. I 
think two-thirds of them ran less than 10 percent. Weevil effect 
didn’t discolor them. 

Mr. Parker. We might have done a little better. 

The Cuatrmman. A little better than what ? 

Mr. Parker. Than 89. 

The Cuareman. All right. If vou would give $3.10 in Januar 
and $2.11 in March, what would have prompted you to give >3 
for all ¢ 

Mr. Parker. We had our sights on Mexico, too. 

The CHAIRMAN. Do you know whether all the beans have bee 
sold for Mexican trade? 

Mr. Parker. I do not. 

The Cuarmman. Well, what effort had you made to sell any bea 
you might have acquired to Mexico? 

Mr. Parker. Simply what our conversations were: friends that 
knew that were interested in that particular area. 
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And we thought there was an opportunity there for ourselves to 






enter it. 
Mr. CorTrer. You would have liked to have had the opportunity 





anvway ¢ 
Mr. Parker. We would have liked to have had the opportunity 
most definitely. 
Mr. Correr. You undoubtedly have bought beans unless you had 
and then you might not have been able to 







come sort of commitment 





get a commitment, 
Mr. PARKER. We would want to know—I don’t think we would 


want to take on a job like that unless we knew that—unless we had 
a fairly sound notion that we had a home for them. 

Mr. Correr. Did you use any of those beans that you bought in 
January for domestic consumption ¢ 

Mr. Parker. Yes. Some of them were sold domestically. 

Mr. Correr. Did you do that under the conditions of the bid ? 

Mr. Parker. Well, I don’t know if there was any restriction, Mr. 
Cotter. 

Mr. Correr. If there wasn’t, you did; is that it? 

Mr. Parker. Yes. 

Mr. Correr. Well, the Government wouldn’t sell a lot of beans 
nless they were sample grade; is that right? 












under those conditions u 

Mr. ParKker. I assume so. 

Mr. Correr. You are not too familiar with the law, I suppose, and 
conditions under which the Government operates? 

Mr. PARKER. No. So far as putting out these bids, these invitations 
to bid, and why they selected this means, I cannot speak for the CCC. 

The CHAIRMAN. Going back to the question I asked you awhile 
ago, tell us what efforts, 1f you can show by correspondence, that you 
made in order to determine whether or not you couid dispose of such 
i large amount of beans in Mexico or any other place to justify you 
/ 









to bid $3, as vou say ¢ 

Mr. PARKER. We have no correspondence on this at all, They are 
simply conversation that we have had. 

The CuHatrreman. There was nothing certain ? 

Mr. Parker. Nothing certain. We had no bid. but we felt that 
with our connections, we could probably do ‘vate 1eSS, 

The (CHAIRMAN. Your business would prob ably have been tempered 
by the offers you had of purchases from Mexico? 

Mr. Parker. Oh, yes. 

The CuHarrmMan. Both as to price and quantity ? 

Mr. Parner. I think that would be true. 

The CHAIRMAN. Since you have some beans left from your Januar Vv 
pur ‘hs ases, have you tr ie “d to dispose of those to Mexico? 

Mr. Parker. No, we have not. 

Mr. Correr. Why not ? 

Mr. Parker. It’s a small quantity. They are not interested in 3,000 


















bags. By the time you begin to pay ne on small quantities, 
whic *h we consider and the AY consider as sm: ill. 3 amounts to a creat 
deal. 





Mr. ‘OTTER. Has the Mexic: an market developed since February ? 
Do you oy sisear / Do you know anything about the Me xic an marke t? 
Do you know whether they buy pl into be: ans or kidney beans ? 
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Mr. Parker. They buy both, and they must eat them. 
Mr. Correr. But you don’t know what quantities? 
You are no expert ? 


Let me ask you one more question, Mr. Parker. 
£ 


Do you have any instances where your firm was offered a lot of 
beans where the demand was greater than the supply, and there was a 
Did that ever occur to you when you wer 


allocation to each firm. 
buying from CCC? 

Mr. Parker. Not to my knowledge. 

Mr. Correr. I think that will be all. 

The CHatmrmMaNn. Any further questions ! 

(No response. ) 

Mr. Correr. Will you call Mr. White. 

The Carman. Do you solemnly swear to tell the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Wuire. I do. 


TESTIMONY OF LOUIS N. WHITE, L. N. WHITE & CO., INC., NEW 
YORK, N. Y. 


Mr. Correr. 
Mr. Wuire. 
Mr. Correr. 
Mr. Wuire. 
Mr. Correr. 


Would you give your full name for the record. 
Louis N. White. 

And your address and occupation. 

Home address? 

No. Your business address. 


Mr. Wuirte. 


Mr. Correr. 


Mr. Wuire. 
Mr. Correr. 
Mr. Wuire. 


Mr. Correr. 
Mr. Wuirte. 


Mr. Correr. 
Mr. Wuite. 


24 Stone Street, New York City. 

And the firm you are associated with. 

L. N. White & Company, Inc. 

And what is your business ¢ 

We are exporters and importers. 

And you export beans? 

Yes, sir; I do. 

What is your principal market of export ? 

My principal markets of export on beans, I would say, 


is Cuba, Puerto Rico, Venezuela, some to Panama; also Europe; and 
lately, to Israel. 

Mr. Correr. Do you deal with the Commodity Credit office in New 
York in connection with your export business ? 

Mr. Wuire. Yes: we do. 

Mr. Correr. And do you buy beans for export from them ? 

Mr. Wuire. We have; yes, sir. 

Mr. Correr. And do you buy quantities from the list export price 
that is published by this organization ¢ 

Mr. Wurre. We have bought generally from the export list. 

Mr. Correr. But, are there occasions when you buy from a spe 
lot? Are special lots at some times offered ? 

Mr. Wurre. Yes. We have bought that way, to. 

Mr. Correr. And what type of grade or condition would these spe 
cial lots be ¢ 

Mr. Wuire. Well, the lots would be represented to us as is 
some instances, they have been represented as weevilly and musty. 

Mr. Correr. You would be given an opportunity to inspect them 
before you bid? 

Mr. Waurre. Yes. 


In 
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Mr. Correr. And have you bought some on that basis ? 

Mr. Wuire. Yes; we have. 

Mr. Correr. And that would be at the best price ? 

Mr. Wurre. Yes, sir. 

Mr. Correr. Have you bought any recently at that price or in that 
manner ¢ 

Mr. Wurre. Not from the CCC. 

The Cuatrman. What are the most recent purchases ? 

Mr. Wurre. Our most recent purchase from the CCC, I think, was 
about 2 months ago. 

The CuamrmMan. Two months? That would be February? 

Mr. Wurre. Yes. 

The CHarrman. How much did you buy? 

Mr. Wurre. We bought a carload, because there was no incentive 
to buy except what you needed, because we bought at the regular pub- 
lished price. 

Mr. Correr. At the $5.50—— 

Mr. Wurre. At the $5.50 price. 

The CuarrMan. That is for choice beans? 

Mr. Wuire. That was supposedly on a basis of U. S. No. 1 grade. 

The CHarrman. Well, what year? What crop? 

Mr. Wurre. Well, the ‘vy were specified 1948 or L949 crop. 

The CHatrMan. 1948 or 1949? 

Mr. Warre. Yes, sir. 

Mr. Correr. And they would not tell you which one? 

Mr. Wurre. No, sir. 

[ won’t say they would not tell us. I think, if you asked the ques- 
tion, they would tell you. 

Mr. Correr. But you had to pay the same price ? 

Mr. Wuire. The price would be the same; yes. 

Mr. Correr. What I was trving to get at was when was the last 
time you ever bought beans, substandard or sample lots, on an “as is’ 
basis and on a bid basis? When was the last time vou bought beans 
on that basis? 

Mr. Wurre. I’m sorry; I can’t answer your question. We have 
bought beans, but I don’t think we have bought in quantity for several 
months. 

We did put in some bids, but our bids were low. 

The Cuatrman. Did you bid for any beans this year? 

Mr. Wurre. I believe we did; yes, sir. 

The CHatrman. How many times? 

Mr. Wurre. I’m sorry; I can’t answer your se 

Lg CHamman. Well, can you tell us what your bid was? 

ir. Wurre. If 1 remember correctly, I think the bid was about 


T he CHatrMan. For what kind of beans? 

Mr. Wurre. We were on a basis of red kidney beans “as is.” but 
which we examined, and which we were satisfied was accept: sab le grade. 

The CHamman. What do you mean by “acceptable grade” 

Mr. Wurre. In other words, that the grade would be sedi in 
the markets where we intended it for. 

The Cuamran. In other words, they were good beans? 

Mr. Wnurre. That is right. In other words, what we would do, sir, 
we would examine the beans and we would segregate lots. If there 
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were any bad lots, why, we would set that aside and then sell that 
sample. 

The Cuarrman. And that was $3.25, you say? 

Mr. Wurre. If I remember comeatin, that was it. 

The Cuarrman. What was your bid? 

Mr. Wuire. We bid, but at that time we were low. Someone got t 
bid at a higher price. 

I think they sold at $3.85. 

Mr. Correr. Now, did you have any discussions with the New Y; 
office in connection with the sale of the whole inventory of the 
1948 beans—three-hundred-and-some-odd-thousand bags ? 

Mr. Wurre. Yes: I did. 

Mr. Correr. What were your conversations with whom and when’ 

Mr. Wuire. Well, on March the 10th, I heard that the red kidney 
beans were being offered in various markets at various prices. 

Prior to that—— 

The CHarrMan. Now, give us the source of your information. 

Mr. Wurre. Well, the source of the information is just market 
information. You heard it from— 

Mr. Correr. Trade information. 

Mr. Wurre. Trade information. You heard it from 

The Cuamman. You mean that they were offering at a certa 
price ? 

Mr. Wuire. No. That they were trying to get bids at a certair 
price. 

The Cuamman. The price was not specified ? 

Mr. Wurre. In other words, sir, what they would do: 
might offer at a certain price—— 

The CuarrmMan. For the whole batch? 

Mr. Wuire. But it does not offer it 

The Cuatrman. For the entire batch? 

Mr. Wurtre. Yes, for the entire batch. 

The Cuarmman. Did you get an inkling of what that price was’ 

Mr. Wurre. Yes.I did. At one time we had an inkling what goods 
were being offered. 

The Cuarrman. What? 

Mr. Wurre. That these goods were being offered at 1950 crop, W hich 
ve knew could not be possible, because there were no 1950 red kidn: 


someone 


available. 

And that they were being offered at a price of $5 and $5.25, “ 
livered steamer,” in New York, but specified that it was U. 8. \ 
| grade or U.S. No. 2 grade. 

The CuarrMan. 1950 crop? 

Mr. Correr. That would be almost your export price ? 

Mr. Wurre. That is correct. But what they did was to spe 
crop year for beans that did not exist. 

Mr. Correr. They did not do that officially ? 

Mr. Wurre. Oh, no, sir. I am just—— 

The Cuatrman. That is just trade talk. 

Mr. Wurre. Just trade talk; yes, sir. 

As a result of that, I called up on March 10 Mr. Valentine, a! 

said to Mr. Valentine that I understood red kidneys were being 
Pee! at various prices; that we are going along working on 
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basis of specified price and the export list, which was $5.50 on the 
basis of U.S. No. 1 grade with a dollar off for off color. 

Now, I said to him that, if the Government contemplates selling these 
goods at the best possible price, I hope that the trade would give us an 
opportunity to bid on it. He said, “You can rest assured that, if the 
trade should contemplate selling these goods at any price other than 
the specified price, the trade will be given an opportunity to bid on it.” 

As a result of that, I wrote a letter to Mr. Valentine on March the 
10th, and I said: 

I would like to go on record with you that, in the event you decide to sell any 
surplus beans at any price other than those listed, you will be kind enough to 
give us an opportunity to figure on same. 

Mr. Correr. Why did you feel you had to take such precautions if 
you had his oral assurances ? 

' Mr. Wurre. Well, just to be doubly sure. 

Mr. Correr. Did you have any reason to believe that he would not 
give you an opportunity # 

Mr. Wurre. No, sir: I did not. 

Mr. Correr. Have they always in the past ¢ 

Mr. Wurre. In the past, they always have; yes, sir. 

As a matter of fact, Mr. Valentine stated very specifically that that 
has always been his policy and he will adhere to it. 

Mr. Correr. Did he indicate that he wanted to sell the whole in- 
ventory on March 10¢ 

Mr. Ware. Well, that was common knowledge that they did; yes, 
sir. 

Mr. Correr. At what price? 
Mr. Wurre. No price was specified? They just gave us the informa- 
tion. 

Mr. Correr. Did you try angling information on price ? 

Mr. Wuire. It was very difficult. 

The Cuarrman. Did he ask you to submit a bid? 

Mr. Wuire. Yes. 

Tue CHatrman. Did you? 

Mr. Wurre. No, sir. 

The Caarrman. Why not? 

Mr. Wuire. Because we were working on the basis of more or less 
the published price. 

The CHatrman. I see. 

Mr. Wurre. Then we ran into the fact that 

The CuatrMan. When was this offer made to you to make a bid for 
the whole batch ? 

Mr. Wurre. The early part of April. 

The CHarmman. The early part of April? 

Mr. Wuire. Yes, sir. 

The CHarrman. Do you know of any other people, dealers in beans, 
that he made the same offer to, to make bids? 

Mr. Wurre. I cannot answer your question. 

The CHarman. You cannot answer? 

Mr. Wurre. No, sir. 

Mr. Correr. Would you give us the conversation—pardon me. 
Rae CHarrMan. Tell us how that came about. You say “in early 
April”? 
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Mr. Wuire. The early part of April. We got in the export list. 
and we noticed that the red kidneys were taken off the published pr 
but they did indicate that they had the red kidneys available. 

The CHatrman. Yes. 

Mr. Wurre. And anyone who wanted to negotiate on it could do 

I called up Mr. Valentine at that time again to ask him whether }\ 
could set a price and he said “No.” 

On April the 4th, I received a phone call from Mexico that t}. 
beans were being offered firm in Mexico City. At that particular 
time, we were working very closely with the people in Mexico City 

Senator Arken. Red kidney beans were being offered firm in Mexico 
City ? 

Mr. Wurre. Yes, in Mexico City. 

Of course, that does not mean, sir, that the one who offered it fir 
had the authority to offer it firm. 

In other words, there are some people in our trade who will tak 
certain risks. 

Senator Arken. Taking chances? 

Mr. Wuire. Yes, sir. 

Of course, we would not offer it firm unless we actually had it firn 

We did try to get a firm offer, but we could not obtain a firm off: 

The CHarrman. You mean you could not obtain a firm offer from 
the CCC? 

Mr. Wuire. From the CCC. Ata certain price. 

The Cuarrman. You asked, however, in early April to be allow 
to make an offer? 

Mr. Wuire. Yes. 

The CHarrman. What date in April was that? Do you know? 
Or was it March ? 

Mr. Waite. As a matter of fact, I think it was on April the 2d. 

Mr. Correr. What was the actual conversation ? 

Mr. Wurre. Well, on April the Ist, in speaking to Kansas City, 
we were told—we had not yet received a listing that red kidneys we: 
taken off the list. And I called up the New York office of the CCC, 
and they said they hadn’t heard that it would be taken off the list. 

The next day, they verified it. And they said that they wer 
anxious to sell the beans. And if we could give a bid, we should do 
so. But they said, “We're not going to listen to any ridiculously low 
bids.” 

Mr. Correr. Did you talk about any amount? Did he say what 
he meant by “ridiculously low” or anything? 

Mr. Wurre. Well, I tried to get that information, but I was not 
able to. 

Mr. Correr. Well, how did you try? What did vou say? 

Mr. Wuire. I asked would they consider prices in line at prices 
which would prevail for feed purposes. He said “No.” 

The Cuarrman. What was that price? 

Mr. Wuire. Well, I would say that price would be in the neighbor 
hood of around $2 to $2.25 per hundred pounds. 

And also IT understand there was a firm trying to bid on it for fe« 


purposes at much lower prices. 
The Cramman. Were you in a position to offer any particular: 
price for these beans as a whole “as is, where is”? 
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Mr. Wurre. I would have to answer “No” to that question. 

But I would like to amplify that if I may. 

I spoke to Mr. Valentine on Friday, April the 4th, when we heard 
that the goods were bei Ing offered firm in Mexic oO. Thi at was the only 
indication I had had from Mr. Valentine that he would consider any 
kind of offer. He said, “I have got buyers. If you have any proposi- 
tion, put it up to me.” 

Senator Aiken. On April 4? 

Mr. Wurre. On April 4. 

Senator Arken. What time of day? 

Mr. Wurre. About 11 o’clock in the morning. 

The CuamrMaAn. You had talked to him earlier in April? 

Mr. Wurrr. I spoke to him in the early part of April. At that 
time, a invited us to bid. Not only that, but in speaking to Washing- 
ton. we have had the same request. 

The CuamMan. You didn’t offer any bids? 

Mr. Wurre. No, sir. 

The CHamMaAn. Did you at that time have any particular amount 
that you thought you could offer for the beans ? 

Mr. Wutre. Well, on April 4, when I spoke to Mr. Valentine, and I 
asked him whether the goods were out on option or were they still 
available, he said they were still available and not out on option, which 
was not in accordance with the reports we had from Mexico. 

And if I was in a position to make a bid, he said to do so. I spoke 
to Mexico City and told them that I did not think that the one who 
was offering it firm to Mexico City could possibly have it firm and 
that we would not continue to work on it. 

And, on Sunday night, I spoke to a bean shipper who happens to 
be here today, and I discussed with him that Mexico was in the mar- 
ket for these red kidney beans; I was certain they were going to buy the 
be ans. 

And he said to me that he would be interested in buying a 50 per- 
cent—or rather, putting up a quarter of a million dollars to buy some 
of the beans. And he asked me what I was in a position to do. And 
[ told him I was willing to put up a hundred and twenty-five thousand 
dollars, 

(nd I told him I thought I would get a friend of mine in California 
who is in the bean business to likewise put up a like amount. 

Mr. Corrrer. That wasn’t Gonzales? 

Mr. Wurtre. No, sir. 

And we just left the conversation that I would let him know what 
my conversation would be with the CCC. 

So I called up Mr. Valentine and asked him what the status was; 
that we were working on something; that I might be in a position 
to give hima bid. And it was only after that that he said, “Well, the 
lot is gone.” 


First, he used the words “practically sold.” Then he said, “It is 


The Cuarrman. What was that date ? 
Mr. Wurre. That would be April 6. 
Senator Arken. That was Sunday. 
Mr. Wurre. April 7. 
Mr. Correr. Well, your conversation on Friday—at that time he 
dicated to you that you could make a bid; is that right 
Mr. Wurre. That is correct. 
20554—52—pt. 1- —58 
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The Cuarrman. That is the 4th. 

Mr. Wurre. On the 4th. 

Mr. Correr. On the whole thing? 

The Cuairman. Nothing had been closed ? 

Mr. Correr. Did he indicate that it was open for everybody or did 
you indicate to him that you were working at your peril to get the bid 
in on time, or was there any other conversation ‘ 

Mr. Wuire. No, sir; except that he had a bid on it and that the 
had not been sold. 

Mr. Correr. Pardon? 

Mr. Wurre. That he had an order for the beans and that it had 1 
been accepted by the Government vet. 

The Cuatrman. He would accept others if 

Mr. Wurre. Oh, yes. 

The Cuairman. All right. 

Mr. Correr. Did you ever have occasion to buy any beans wher 
they were in short supply and where there were many dealers, a 
regular traders in the CCC were after them and they allocated bet we 
the various dealers a percentage of the beans ? 

Mr. Wurre. I believe there have been such occasions. 

Mr. Correr. You don’t recall any specific ones ! 

Mr. Wurre. I know there was an instance of that sort only about 
2 weeks ago but not the the CCC in New York but another office. 

Mr. Correr. What office was that ! 

Mr. Wuirer. Kansas City. 

Mr. Correr. How did they handle that? 

Mr. Warre. On that deal, it was handled on a basis of written orders 
In other words, they found after they got through with their variv 
orders and in checking their inventory, they found they had a certain 
amount of beans left, some of which were also impounded by so1 
court order which they could not sell at the time. 

And they allocated those beans, as I understand it, or as I v 
given to understand by them, on the basis of written orders, notwit! 
standing the fact that we had bought beans from the CCC in pretty 
large volume. 

And, on that particular occasion, in connection with this variety 
of beans, we tried to place an order the early part of February ov: 
the telephone, which is the general way in which we handle this bi 
ness. We would call up the respective offices and we would buy goo 
at the published price, and they would send us their contract. 

And then we would send them the money or open up a letter of 
credit as the case may be. And they said that they were checking 
on their inventory; that they knew there would be some listed, a 
that we were seventh on the list. 

We wanted to buy five carloads. And they said that it would be 
allocated on the basis of various customers—/00 bags to a custo! 

We asked whether or not they wanted us to send a written orde! 
in view of the fact that they were not confirming it to us on the tele- 
phone, and they said. “That is not necessary.” 

Subsequently a lot of about 40,000 bags of beans were disposed 
of but they only gave them to firms who had sent in written orders 

We complained very bitterly about it, because if we were seven! 
on the list, we were assured of some beans. 
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Mr. Correr. Did you learn who got those beans? 

Senator ArKkEN. Were those pintos ¢ 

Mr. Wuire. Pintos; yes, sir. 

Mr. Correr. Well, was there anything unusual in your opinion 
about this sale ? 

Vr. Wuirr. You mean of red kidney beans? 

Mr. Correr. No; about the New York sale which we were just 
talking about ¢ 

Mr. Wurrr. No, sir. 

Mr. Correr. You mean you think you had your opportunity and 
that vou lost out ¢ 

Mr. Wurre. Except for the fact that we were told that if the Gov- 
ernment decided to sell the beans for the best possible price, the 
trade would be given an opportunity to bid on ite which I don't feel 
we got. As a matter of fact, if I had not called up Mr. Valentine 
on April 4 1 would not have known that he was interested in receiving 
inv kind of a bid. 

Senator Tuye. Had you been given an opportunity, would you 
have bid on those beans / 

Mr. Wurre. Yes, sir. 

Senator Torr. How many others would have bid ? 

The CuarrmMan. There was only about $125,000 worth. 

senator THYR. Yes. I know, but how many others would have been 
likely to have bid on that lot of beans ¢ 

Mr. Wurre. Well, that is a hard question to answer. I could not 
tell you except that I can tell you this: This firm and myself were 
prepared to buy $375,000 worth of those beans. 

And, on Monday morning, we were told that the lot was gone and 
that was the end to it. 

senator THYR. No« ompetitive bidding had been offered any of the 
firms that were in the bean-buying business ? 

Mr. Wuire. Not in the usual manner in which they did it. In 
other words, they would send out a list. 

Senator Tuyr. Yes. 

Mr. Wurre. And they would invite bids to be submitted by this and 
that date. 

Senator Tuyr. You had been assured that vou would be given an 
opportunity to make a bid on the beans before they were disposed of ? 

Mr. Wurre. Yes, sir. 

The Cuamman. Any further questions? 

Mr. Correr. I think that is all. 

Would you call Mr. Walls. 

The CuatrMan. Do you solemnly swear to tell the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Watts. I do. 

Mr. Correr. Will you give your full name, Mr. Walls? 


TESTIMONY OF WILLIAM R. WALIS, SECRETARY, GEORGE W. 
HACKSTON, INC., OAKFIELD, N. Y. 


Mr. Watts. William R. Walls. 
Mr. Correr. And vour address, Mr. Walls? 
Mr. Watts. Oakfield. N. Y. 


Mr. Correr. Your business? 
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Mr. Watts. Dried beans principally, and farm produce. 

Mr. Correr. You are associated with some firm ¢ 

Mr. Wants. I'm secretary in the firm of George W. Hackston, | 

Mr. Correr. And are you fairly substantial dealers in beans? 

Mr. Watts. We have been since 1880. So, we are; yes. 

Mr. Correr. Do you also do some exporting ¢ 

Mr. Watts. We do some exporting—more particularly domes 
But we do considerable exporting, usually through export chann 
I mean, we do some direct and some indirect exports. 

Mr. Cotter. You are fully familiar with the export and dom 
price lists of the CCC? 

Mr. Wants. That is right. 

Mr. Correr. And from time to time, I presume, you have boug 
from that listing? ° 

M. Watts. That is right. From time to time. 

Mr. Correr. And from time to time has your firm also done 
bidding on particular lots? 

Mr. Watts. Oh, yes; many times. 

Mr. Correr. And what type of lots would they enter such bids o1 

Mr. Watis. What type of lots? 

Mr. Correr. Yes. Would they be substandard? 

Mr. Watts. Yes. In other words, the Commodity Credit o! 
would put out sheets listed lots to bid on. We would bid on the: 
They closed at a certain time, and if we were successful bidders, wi 
would get it: if we were not, we wouldn't. 

That has happened many times. 

Mr. Correr. Did you have an opportunity to buy on this report: 
inventory sale of three-hundred-and-fifty-odd-thousand bags that t! 
Department of Agriculture has just sold ? 

Mr. Wass. Not on any formal basis. In conversations, I knew 
they were available. I mean I knew they were available, but I—th« 
was no formal announcement that they were going to be sold as of 
certain date or anything of that kind. 

Mr. Correr. Were they available at the list export price? Did you 
know they were available at less than that? 

Mr. Wats. No. We didn't know they were available at less tha 
that: no. 

Mr. Correr. Well, you could always have bought them at the | 
price ¢ 

Mr. Watts. That is correct. 

I mean that they might have been available. Let us put it that way 
But I mean there was no announcement on that. 

Mr. Correr. Did vou ever talk to Mr. Valentine or anybody 
Washington or New York with respect to the fact that they wanted on 
load of this whole inventory of beans at a price less than their low: 
list price ? 

Mr. Watts. Well, let’s say in conversation with Mr. Valentine, | 
had asked for bids on the entire quantity. He had asked for bid o! 
the entire quantity. 

Mr. Correr. When? 

Mr. Watts. Just a casual conversation. “Just give me a bid,” or 
something of that kind, just casually made that remark. 

Senator A1rken. No formal request? 

Mr. Watts. No, no. 


? 


tr 
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The CHatrMan. When was that made? 

Mr. Waits. I don’t know. It was—— 

The CHAIRMAN. March? 

Mr. Watts. March; probably March. 

Mr. Correr. Did he call you particularly ? 

Mr. Watts. No, no. I was in his office; in fact, a couple of days 
before this reported sale went through, and there was no reference 
to it. 

Mr. CoTrer. When were you in his office ? 

Mr. Watts. Well, that would be on Wednesday. 

Mr. Correr. What day was that? 

Mr. Wants. I think it was 2 weeks ago. Today is Thursday. 
(bout 2 weeks ago yesterday. 

Mr. Correr. ‘Two weeks ago Wednesday ? 

Mr. Watts. Well, it might have been 3 weeks; I thought it was 2 
weeks ago. But it was either 2 weeks or 3 weeks ago. 

And I understand the beans were sold that week end or Friday or 
a couple of days later. Now whatever that date was, I don’t know. 
It might have been 3 weeks. 

Mr. Correr. You cannot fix whether it was the 2d or the 9th? 

Mr. Watts. No. 

The CuarrMan. In that conversation, did he ask you to put a bid 
in ¢ 

Mr. Watts. Not formally, no. 

The Cuatrman. How did you know they were for sale? 

Mr. Watts. Well, simply the fact that they were there. We know 
they were there, and, of course, we have seen newspaper accounts of 
them. 

The Caamman. When was the last bid you put in for any beans? 

Mr. Watts. Well, let us say at that time I was putting in a bid for 
about 20,000 bags of them. 

The CuarMan. Of what? 

Mr. Wauts. For domestic purposes of these same beans. 

Phe CHArrMAN. You mean of these 360,000-bushel lots / 

Mr. Watts. Bag lot. 

The Cuarrman. When did you put that bid in? 

Mr. Watts. Well, 1 was trying to negotiate with them at that time. 
[ was in his office on that Wednesday and I believe I offered them a 
price of $3.12 a bag for them. 

The CuatrMan. $3.12/ Is that select ? 

Mr. Watts. No. That was for a certain lot. It was not select. 
It was for one block of approximately 20,000 bags. 

The Cuarrman. Had you inspected those beans? 

Mr. Watts. Yes, because they were in our own warehouse. 

The Cuarrman. Were they of good quality ¢ 

Mr. Watts. Let us say they were the same as the rest. And they 
were In our own warehouse. 

Senator Aiken. What grade were they? Sample? 

Mr..Watus. Yes. 

Senator Aiken. They were not the upper two-thirds? 

Mr. Watts. No, no. Sample grades. 

Senator Arken. They were among the lower values then? 

Mr. Watts. Yes, sir. 
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Mr. Correr. Had there been any particular published release wit) 
respect to the sale of that particular lot? 

Mr. Watts. No. 

Mr. Correr. You just went and you had some in your warely 
that you thought you could handle in your office ¢ 

Mr. Wauts. That is right. 

Mr. Correr. Well, then you had negotiated sales with him on that 
basis before ? 

Mr. Watts. No. 

Mr. Correr. Was that pursuant to the report in the market 
they wanted to unload them on a negotiated basis, or some basis/ 
Mr. Watts. I don’t recall. When they reported that they want 
to negotiate them on a negotiated basis, there certainly was not any 
formal notice of it that I recall seeing. 

The Cuamman. How did you know? 

Mr. Watts. Because they were in our warehouse and with t 
publicity—20,000 bags or 18,000 bags, or whatever it was 

Senator THye. Mr. Walls, how many , bags of beans do you have 
in stock in your warehouse? 

Mr. Watts. That was the approximate total—20,000 bags. 

Senator Ture. Has there been a greater amount than that at 
time ? 

Mr. Watts. Not for some time back. Not for the last year or s 
Prior to that, we had had more in storage and they had been shipp: 
to Horseheads. 

The CuarrmMan. What crop was this? What year? 

Mr. Wats. It is either 1948 or 1949. I don’t know that I co 
tell you which. It was either 1948 or 1949. 

The Cuatrman. For these bags you offered $ 

Mr. Watts. That is right. 

The CHarrMan. Were you acquainted with the quality and k 

Mr. Watts. Yes. 

The CHarrman. 360,000? 

Mr. Wants. Yes. 

The CuarrmMan. What would you have considered a fair price ¢ 
the Government if someone came and offered cash for everything, 
is, Where is, taking everything as it was? What would you conside1 
a fair price? ; 

Mr .Wauts. That is quite a large question. It depends on whet 
you have a buyer willing to buy and if you are willing to sell. 

The Cuatrman. I’m talking about the whole amount now. 

Mr. Wants. It depends on whether they are going to be export 
as they are, whether they are going to be reconditioned. It 
difficult question to answer. 

The CHamman. That would be something for the purchaser t 
decide ? 

Mr. Wants. That is right. 

The Cuarman. I'm talking about using your own judgment as t 
what to do with them. 

Mr. Watts. Let us put it this way: I considered that $3.12 p 

fair price when I bid on those 20,000 bags. Let us say that the 
should not be so much difference between those and the ones 
Horseheads. 


$3.12? 
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I mean, in general, it is about the same class of stuff. Now, 
might have been a little one way or the other. I mean the fairest 
way I can answer your question: for that quantity, we actually bid 
for that quantity $3.12. 

The Cuarrman. The point I had in mind though for the Govern- 
ment was to get rid of all of it at once and just to wash its hands of 
it, in other words, not to have to retain it probably for the coming 
summer. 

Mr. Watts. Let us say that had we known the Government was 
going to get rid of it all at one time and was going to take the first 
hid that came, there would have been more bids. There is no question 
about that. 

I mean everybody was very much surprised. 

Senator AIKEN. Well, should the ‘vy have had much difficulty in selling 
approximately half the total of that amount that was graded 1, 2 
and 3% 

Mr. Watts. At about that price? 

Senator ArkeN. As I recall it, approximately half the total of the 
three hundred and sixty-odd-thousand bags wolud have been rated 
95-percent good beans. Would there have been any difficulty in get- 
ting rid of them? 

Mr. Watus. I don’t think so. 

Mr. Correr. And would some of them have gone to the domestic 
market that were jus t starting to discolor or deteriorate? 

Mr. Watts. Let us put it this way: They could be reconditioned. 
They could be brought into—the ‘V couk 1 be put back in sh: ape. There 
isan awfully good food value there. And we have the equipment to 
do it with. I could doit. In fact, that is what I had in mind with 
these goods here. 

Mr. Correr. That $3.12 or $3.11, was that in your warehouse ? 

Mr. Watts. Yes. 

Mr. Correr. On the port side ? 

Mr. Wants. Not freight. In the warehouse, as is, where they are. 

Mr. Correr. Well, did you have any conversation with Mr. L. N. 
White with respect to getting in on any deal on the whole lot? 

Mr. Watts. Yes. 

Mr. Correr. Will you tell us what that was? 

Mr. Watts. Well, yes. As I said I was in Mr. Valentine's office 
on Wednesday, and he made mention when I was in the office, he said 
give him a bid on the lot. So, again, it was an informal deal. There 
Was no announcement or anything; just in conversation. 

So I discussed it with Mr. White. I said, “I wonder if maybe 
some of us couldn’t get together and buy a lot, jointly, cooperative ly, 
or any way that it would be.” Because I assumed from the publicity 
that mi aybe the “vy were for sale and it would be cleaned up. 

Well. before the conversation got cold, I was told that the ‘Vy were 
gone. We couldn’t find out I mean from what we could find out: it 
seemed that something jelled awfully fast. And that was the story 


t ro 


A 


The Cuamrman. Anything else? 
Mr. Correr. No, sir. 
Mr. Watts. Apparently they didn’t want to move them, and ap- 


parently they took the first bid that came along and maybe that is 
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about what they wanted to do. If that is what they wanted, t} 
all right. ‘ 

Mr. Correr. Had there been some adverse publicity about 
Government keeping old beans there and running up a terrific ex- 
pense ¢ 

Mr. Watts. Well, there had been publicity, yes; sure there had |y 
publicity. Sometimes this publicity, you know, is exaggerated. 

Mr. Correr. Will the 360,000 bags that have been sold have any 
adverse effect on the export market of recent crop beans, or isn’t there 
any particular inventory of recent crop beans? 

Mr. Wats. Well, there isn’t a heavy inventory of recent crop 
beans. I wouldn’t say that would have any more effect on the export 
market for recent crops than if they were sold for domestic purposes 
and put into domestic channels. I don’t think that would have 
domestic effect. They have to go to different types of buyers. The 
buyer that wants new stuff wants new stuff regardless of the p: 
differential. And the fellow who is looking for this, he is look 
for something cheap to use for special promotional purposes or for 
some particular purpose. 

Senator ArkeN. What is the market for 1951 red kidneys? 

Mr. Watts. That is about $10.90. That is over the formula. 

Mr. Correr. Do you know anything about the firm of Gonzales & 
Blanco of Los Angeles? 

Mr. Watts. No, I don’t know anything about them myself. 

Mr. Correr. Never heard of them? 

Mr. Watts. I have just heard of them through this thing here. 
But, before that, I had not heard of them. 

Mr. Correr. You don’t know their general reputation or anything? 

Mr. Watts. No, sir. 

Mr. Correr. Thank you. 

The CuatrMan. Any further questions ? 

(No response. ) 

The CuarrmMan. Well, what else do we have? 

Mr. Correr. I thought we would get through this morning. W) 
is your wish? ‘To come back? 

Senator Tuyr. I have an Appropriations Committee meeting at 2 
o clock. 

The CuamrmMan. Well, I have one also at 2: 30. 

Mr. Correr. Why don’t we come back at 1: 302 

The CHatmman. Let’s be back at 1:50. 

All right. then, we will stand recessed until 1: 30. 

(Whereupon, at 12:30 p. m., the committee recessed, to reconve! 
at 1:30 p. m. the same day.) 


AFTERNOON SESSION 


Present: Senators Ellender (chairman), Aiken, and Thye. 

Also present: Paul J. Cotter, chief counsel for investigations; and 
W. E. Underhill, staff assistant, PMA. 

The Custrman. The committee will be in order. 

Do you solemnly swear the evidence you are about to give s 
be the truth, the whole truth, and nothing but the truth, so help y 
God ¢ 

Mr. EnrerMitxe. I do. 
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TESTIMONY OF FRED D. ENTERMILLE, DEPUTY DIRECTOR, GRAIN 
BRANCH, PMA, UNITED STATES DEPARTMENT OF AGRICUL- 
TURE 


Mr. Correr. Will you give your full name, Mr. Entermille ? 

Mr. Enrermitie. Fred D. Entermille, 

Mr. Correr. And your position. 

Mr. EnrermMitie. Deputy Director of the Grain Branch. 

Mr. Correr. Deputy Director of the Grain Branch ? 

Mr. EnrermMityie. Production and Marketing Administration. 

Mr. Correr. Who is the head of the Grain Branch ? 

Mr. Enrermitte. Mr. Watson is the Director. I am directly 
re sponsible to him. 

Mr. Correr. You are directly responsible to him. And you have 
certain particular commodities that you have more or less specialized 
in or have charge of ? 

Mr. EnrerMi.tie. Well, some a little more than others. 

Mr. Corrrer. What are they ? 

Mr. ENTERMILLE. Seeds, peas and beans, rice, but I also work on the 
loan programs, for the other commodities. 

Mr. Correr. Seeds, beans and rice, and then you have other func- 
tions. And what do you do? You write the price support programs 
and take them right through ? 

Mr. ENTERMILI E. Well, that is done in another section, but I kind 
of siypervise it, submit it to the Director. 

Mr. Correr. Of course you are familiar with this sale of beans 
that was recently made of three-hundred-and-fift y-odd-thousand bags 
to Gonzales & Blanco of Los Angeles? 

Mr. Enrerminie. Not entirely. I was out sick during that time 
and out of the office 2 weeks before that, so I was out of the office about 
t weeks. 

Mr. Correr. Mr. Entermille, I think I talked to you the other day 
and you gave me quite a full report on what was transpiring in connec- 
tion with that sale, so just develop what you do know. When did you 
first meet Gonzales? 

Mr. Enrermitie. Let’s see, he was up about the middle of January, 
he came to Washington, was in Washington 2 or 3 days. 

Mr. Correr. Do you know what hotel he stayed at ? 

Mr. Enrermityie. No, I don’t. 

Mr. Correr. How many times was he in your office? 

Mr. Enrermitie. He was in two or three times. He wanted to 
have a discussion with the Administrator on these beans. I think 
Mr. Watson was out. 

Mr. Correr. Did he come specifically about these New York inven- 
tory of beans? 

Mr. Enrermitie. No; he came trying to buy pinto beans, pinto 
beans held by the Kansas City and Portland offices. 

Mr. Correr. Did they have large inventories / 

Mr. Enrermityie. Yes. 

Mr. Correr. Were they current inventories or old inventories? 

Mr. Entrermitie. They were old. 

Mr. Correr. How old? 

Mr. Enremittr. The 1948 crop, but they were still all graded. They 
hadn't deteriorated. 
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Mr. Correr. No deterioration there ? 

Mr. Enrermitie. No particular deterioration. 

Mr. Correr. Gonzales & Blanco, has that firm been quite active 
the past six months in buying beans from you ! 

Me ENTerRMILLE. Yes, sir; I would say they had. 

Mr. Correr. Was there any particular reason for that? Do you 
know what use they made of these beans? 

Mr. Enrermitite. They were shipped to Mexico. 

Mr. Correr. Do you know what the situation was in Mexico with 
respect to the crop down there this past year? 

Mr. Entermitie. The crop was considerably below normal. 

Mr. Correr. Was there a crop failure there ¢ 

Mr. Enrermitte. Practically so in certain areas. 

Mr. Correr. And they are importing many more beans this year 
than they did formerly ? 

Mr. Enrermitie. In my opinion they never imported beans from 
the United States before. 

Mr. Correr. It was because of this unusual situation that they had 
been importing a great number? 

Mr. Enrermitite. That is right. 

Mr. Correr. What bean do they prefer? 

Mr. Enrermiue. They prefer a colored bean, pintos especially. 

Mr. Correr. Pintos is a No. 1 choice, isn’t it? 

Mr. Enrermitie. Yes. 

Mr. Correr. And have they ever used any red kidneys to your 
knowledge before? ’ 

Mr. Entermitie. Not to my knowledge. 

Mr. Correr. Not to any great extent ¢ 

Mr. Enrermitte. Not U.S. red kidneys, I am almost sure of that. 

Mr. Correr. You would have an overall picture of what they got 
out of the United States, would you not? 

Mr. Enrermityie. Yes; but as I say, prior to about the first of Sep- 
tember I have no indication or knowledge of any beans going down 
there. We brought beans back from Mexico at times. 

The Cuamrman. What do you mean by that? 

Mr. Enrermitie. Imported beans from Mexico. 

The Cuatrman. Excess crops that they produced ? 

Mr. Enrermmxe. Well, certain varieties, lentils, bayou beans, t! 
is over the years. 

Mr. Correr. Mr. Entermille, you say we built up sizable inventories 
in beans with pinto beans over these years as we had kidneys. 

Mr. Enrermitie. We had more pintos. 

Mr. Correr. How much of an inventory of pintos did you hav: 

Mr. Envermiie. I have not the figures directly in mind. 

Mr. Correr. Roughly. 

Mr. Envermitie. There was about 800,000 roughly of these 48’ 

Mr. Correr. That many? 

Mr. Entrermitte. And approximately the same quantity of °49’s. 

Mr. Correr. What have you got left of the *48’s now? 

Mr. Enrermityie. None. 

Mr. Correr. You sold out of the °48’s? 

Mr. Enrermitie. Yes. 

Mr. Correr. And did you have to sell any of those pintos at less 
than the list export price? 
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Mr. Enrermityie. There was two different lots of those beans. Some 
forty-seven-odd thousand were stored in Fort Worth from the sum- 
mer of 1949 until last August, and they were getting discolored and 
were in danger of going to feed, and we hadn't sold any beans and 
we were doing everything we could to make a sale. 

Mr. Correr. And did you make a sale of those ? 

Mr. Entrermityte. Finally made a sale. 

Mr. Correr. On what basis? 

Mr. Enrermitie. The final price paid was $3.50. 

Mr. Correr. Was that a negotiated price or a bid price / 

Mr. Enrermiiie. That was I guess you would eall it both. We 
started out trying to sell them at 56, $5, $4, and finally the best any- 
body would give—all the other folks dropped out and said they didn’t 
want them at all, and he said he would give three and a half. 

Mr. Correr. Who/ 

Mr. ENTERMILLE. Gonzales. He told the Dallas office that he could 
use them at three anda half. The Dallas office asked us for authority 
and we put the proposition up to Mr. Kruse and he authorized the 
sale. 

The CHarrmMan. That is one lot ? 

Mr. Correr. When did this occur ? 

Mr. Entvermityie. I think the authorization is dated in the first week 
or 10 days of September. 

Mr. Correr. Of last year. And do you know whether bids were 
issued to other bidders or whether it was similar to the New York 
bid ? 

Mr. Enrermityie. It was more or less similar to the New York deal. 
Anybody that had expressed any interest in those, we had urged the 
Dallas office to—— 

Mr. Correr. Do you know whether or not the Dallas office had ac- 
tually sent out bids on those beans, formal bids ¢ 

Mr. Enrermitie. No: they didn’t ask for formal bids, but they 
‘alled these other fellows and said, “Are you interested in these beans ¢ 
We ure roing to sell them.” They told me on the telephone that the 
other folks had withdrawn and said they couldn't handle them. 

Mr. Correr. That is one lot / 

Mr. Enrermitpie. That is the 3.50 lot from Fort Worth. 

Mr. Correr. 3.50. What was your formula price for export ? 

The CuarrmMan. You mean three and a half dollars a bag? 

Mr. Enrerminie. $3.50 per bag. 

Senator Aiken. How many bags are involved there? 

Mr. Entrermiie. I think it was 46,000 or 47,000, in that neigh- 
borhood. 

Mr. Correr. Do you know what the announced export list price was, 
it that time ? 

Mr. Entermitie. Yes. it was $5 at the Gulf. which would have 
heured 5.10 at the Mexico-Texas border, 5 to 5.10. 

Mr. Correr. At the Mexican border ? 

Mr. Enrerminir. Yes. I think it cost about 10 cents more to get 
them to the Texas border than it did to get them to the Gulf. 

Mr. Cotrer. Did they buy any other sizable lots other than from 
the list price ? , ; 

Mr. Entermitzir. Well. there was one other sale below the list price, 
and that consisted of 10 or 12 ears or 15 cars that was stored at 
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Shawnee, Okla., which was very similar to the Fort Worth beans, a) 
included in that sale was some stored in and near Kansas City wh 
had a pretty moist climate and had not been keeping too well and 
were darkening, getting a dark color, plus a few more that wer 
defense plants that they had to move, and they were on their | 
transit stop, so we made a bundle of those and at the recommen 
tion of the Kansas City office, the Administrator authorized a $4 <. 
livered price on that group. 

Mr. Correr. But you made a list price on that, or was that a neg 
tiated sale? 

Mr. Entermitie. That was a list price to everybody, but it was 
ever published. Everybody that had expressed any interest w 
notified. 

Mr. Correr. Did you have several consignees or buyers in that lot 
or did one buyer get them all? 

Mr. Enrermitie. No; there was a good number, several anyway 

Mr. Correr. Was Gonzales among that group ¢ 

Mr. Enrvermitye. Yes. 

Mr. Correr. How much did he get out of that group? 

Mr. Enrermiiyte. I couldn’t say. I don’t recall. 

Mr. Correr. Do you recall any other large amounts? 

Mr. Enrermitze. L. N. White got some, and other people go! 
odd cars. In total there were some sixty or seventy thousand in t 
group. From then on it was all on the list price basis. 

Mr. Correr. Were there any other sales to Gonzales of substandard 
lots, do you know ? 

Mr. Enteritis. I know of none. 

Mr. Correr. Either on bid or otherwise ? 

Mr. Enrermitie. I don’t know of any. 

Mr. Correr. When did you say you first met Gonzales? 

Mr. Enrermitie. The first time I ever saw him, well, I met h 
when he was in Kansas City to see the officials of the Kansas City of 
one time when I was there. 

Mr. Correr. How long ago was that? 

Mr. Enrermitie. That was in December. 

Mr. Correr. Of this year? 

Mr. Enrvermitte. Of last year, December 20. 

Mr. Correr. What brought you to Kansas City at that time? 

Mr. Enrermitie. I was there on a grain meeting, loan meeting 

Mr. Correr. And did you just meet him accidentally or by 
pointment, or how ? 

Mr. Entermitie. Well, he knew about the meetings, but he ea! 
to see John Cowan. 

Mr. Correr. Did you meet him in the Kansas City Commodit 
office ? , 

Mr. Enrermiuie. I forget whether it was in the office or in 
hotel. 

Mr. Correr. What hotel were you staying at? 

Mr. Ewnrermitze. The Pickwick, I believe, a couple of blocks fr: 
there. 

Mr. Correr. Was Mr. Gonzales staying there too? 

Mr. Enrermiite. I don’t know whether he did or not. 

Mr. Correr. You met him in your room, did you say? 

Mr. Enrermitie. No,I met him in the lobby. 
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Mr. Correr. Were you introduced to him by someone? 

Mr. ENTeRMILLE. Someone pointed me out. I don’t recall whether 
John Cowan—he knew John Cowan or how we got acquainted. 

Mr. Correr. I see. When he came to Washington here he looked 
you up in January ¢ 
“ Mr. Enrvermitte. He came to the office. 

Mr. Correr. And you don’t know what hotel he was staying at? 

Mr. ENTERMILLE. No. 

Mr. Correr. Did you ever contact him outside the office while he 
was here in Washington in January / 

Mr. EnrermMityie. No, sir. 

Mr. Correr. Did he come to the office with anybody else? 

Mr. Enrermituer. No; he was alone. 

Mr. Correr. Do you have any mutual acquaintance, anybody that 
he knows that knows you that may have introduced you, did anyone 
call in his behalf ¢ 

Mr. EnrerMitie. No. 

Mr. Correr. None that you can recall ? 

Mr. Enrermitie. No, sir. 

Mr. Correr. And what was the substance of your conversation 
that you had with him in January ¢ 

Mr. Entermitie. We still had 360,000 or thereabouts of these °48’s. 

Mr. Correr. Pintos ¢ 

Mr. Enrermitie. Pintos. He was there attempting to buy the lot. 

Mr. Correr. But lower than export price / 

Mr. EnterMitie. Yes; lower than the export price. 

Mr. Correr. And you did not sell them ¢ 

Mr. EntrermMItue. No. 

Mr. Correr. But the subject matter of these beans in New York 
came upt 

Mr. Enrermitie. No; not at that time. 

Mr. Correr. When did it ? 

Mr. Enrermitie. Oh, I always mentioned to everybody that we had 
these red kidneys that we would like to move, but he expressed no 
interest whatever in them at that time. 

Mr. Correr. When did he first express interest to you? 

Mr. Enrermityie. After the pintos were gone. 

Mr. Correr. Did you clear out that inventory, the 1948 inventory, 
at the list price? 

Mr. Enrermitye. Yes. 

Mr. Correr. And they were moving into Mexico? 

Mr. Enrermitue. Yes. 

The Cuatrrman. Who bought those ? 

Mr. Enrermiie. He got some of them. He got perhaps 200,000, 
out of three hundred sixty or three hundred eighty thousand—— 

Mr. Correr. But he paid list for them ? 

Mr. Enrermitye. Oh, yes. 

lhe Cuatmrman. You never experienced any difficulty in making 
collections from him ? 

Mr. Enrermiuie. No. 

Mr. Correr. Wasn’t it all on a cash basis? 

_ ENTERMILLE. Yes; he always had the money up before he got 
iny beans, 
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Senator Arken. He took the 200,000 at the $4 rate. He paid abo 
the $4 rate for the 200,000 bags ¢ 

Mr. Entrermitie. No. $5.10, which is the list. 

The Caamman. What was the difference between the quality 
those beans that he paid $5.10 for and those the New York ? 

Mr. Enrermiiie. Well, those beans were all under Federal grade. 
pintos, 

The Cuamman. They were of 1949 crop? 

Mr. Enrermitye. 1948. 

The Carman. Do the pintos keep better than the kidneys? 

Mr. Enrvermitie. I don’t know what would happen if they wer 
stored in the same area, but our experience with beans stored in thy 
East has not been too good. 

Mr. Correr. What is your domestic formula price on pintos? 

Mr. Enrermitie. Last month, or I guess this month, it’s $8.05 at 
Denver, in the Denver rate area. 

Senator Arxen. Isn’t the red kidney about the highest-priced bear 
normally that we produce commercially ? 

Mr. Enrermiiie. Yes. 

Mr. Correr. Is that because of its food value content or the diff 
culty with which it is raised, or what? 

Mr. Enrermitye. Well, it is a historical relationship. The p 
of other beans have little to do with—beans are peculiar in that if 
person wants one kind of bean, that is all he will buy. 

Senator Arken. And then a limited area of production, I suppos: 

Mr. Enrermitie. Limited area of production and increased cost 
of production, so they have been historically higher. 

Mr. Correr. When did Mr. Gonzales first contact you with respect 
to these New York beans! When did he first become interested, and 
what conversation did you have with him ? 

Mr. Enrermitie. That must have been in February. We had, bi 
cause of warehouse trouble, some 26,000 bags of 1948 pintos that we 
still couldn’t sell, and then we had a few odd cars around out of this 
three-hundred-and-sixty-odd that hadn't been shipped, when we 
cleaned up the first order, so there were some 40,000 left, and he would 
call and try to get those, get me to do something so that he could get 
those beans, and I would tell him that he ought to look in, buy thes 
red kidneys, because the pintos were gone, going to be gone, and 
finally along in February sometime he began to express interest in the 
red kidneys as well as the other. 

Mr. Correr. Wasn’t he interested in the 1949 inventory of pintos? 

Mr. Enrermitie. Very much so. 

Mr. Correr. What were they, a higher price? 

Mr. Enrermitie. We hadn't ever put them on the list. 

Mr. Correr. They haven’t been on the export list ? 

Mr. Enrermitite. No. They would have cost in April 8.05, and 
I believe in March 7.99, and then plus the freight from the point of 
origin to the border, which would have been our domestic price / 

Mr. Correr. Is there anything in your law which would prohibit 
you yet from putting the 1949 price on the lower export formula 
price ¢ 

Mr. Enrermiiie. No. 

Mr. Correr. Is it an administrative decision ? 

Mr. EnrerMitye. Yes. 
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Mr. Correr. That is made within your own organization ? 

Mr. EnverMitue. Within the Administrator’s office. 

Mr. Correr. Do you know why they had not been put on the export 
price? I think 1949 kidne vy beans were on the export list. 

Mr. ENTERMILLE. There has been a feeling that with the short 
crop of pintos that was harvested last year, and prospective acreage 
for this coming year, that a good part of those beans may be needed 

mestically, whic h would give the C orpor: ition a good deal more 
money. And reports are that these beans are keeping in nice shape 
and are not showing dete rioration. 

Mr. Correr. The ‘Vy were not de *preciating and from the prospects 
vou could move them off at your domestic formula prices ‘ 

’ Mr. Enrerminze. That’s right. 

Mr. Correr. All right, let’s get back now to further conversations 
vou had on the New York lot. Did he finally come to indicating what 
he could get them for, or seeking information ? 

Mr. Enrermitte. Well, he said he had one wire saying that he 
lieved he could pay two and a half for the lot if they met his specifi- 
eations. He would have to get a chance to look at them. 

Mr. Correr. When did he send that wire / 

Mr. Enrermitie. I have forgotten exactly. 

Mr. Correr. Do you have the wire here with you, sir? 

Mr. Enrermitze. | think I have, if I can run it down. February 
20. 

Mr. Correr. February 284 Would you read that into the record, 
Mr. Entermille ? 

The CHarrMan. Just before you read that into the record, what 
was the occasion of sending you that‘ Had you had previous con 
versation with him about the beans? 

Mr. Enrermitue. Well, he had been ealling about these other beans. 

The CHarmrman. Calling whom. 

Mr. Enrerminyie. Calling me. 

Mr. Correr. On the pintos ¢ 

Mr. Envrermitie. Urging that the 1949 beans be put on this same 
sales price. 

Mr. Correr. On this export list ? 

Mr. Enrermitite. Yes. And we naturally had been trying to get 
bids on these red kidneys because they were in more dangerous condi- 
tions than the others. Every opportunity we tried to steer people to 
these. Before that we tried to interest a Dutch firm that was buying 
beans, in these, and they weren’t interested. Now as to this tele- 
fran-_— , 

The CHarrmMan. It is addressed to whom ? 

Mr. Enrermitze. It is addressed to Fred D. Entermille. 

Mr. Correr. Give the date. 

Mr. Enrermitie. February 28, 1952. 

Mr. Correr. Fred D. Entermille, Production and Marketing Ad- 
ministration, Grain Branch, Commodity Credit Corporation, U. S. 
Department of Agriculture Building, Washington, D.C. All right, 
go ahead. . 

Mr. ENTerMILxe (reading) : 


Re 1948 crop red kidney beans now stored in New York State would consider 
making you an offer 2.50 per hundred pounds net weight tare deducted f. 0. b 
vessel New York port on the entire lot subject to visual inspection before final 
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firm offer stop. Please advise promptly if this offer will interest you so 
we may make arrangements for visual inspection. 

Senator Arken. What date is that ? 

The CuHatrmMan. February 28. 

Mr. Correr. This is your reply back to him. 

Mr. Enrermitie. February 28 I dictated a reply signed by Mr, 
Watson. 

The CHatrman. To whom was this letter addressed ? 

Mr. Enrermitye. This is a reply to the other telegram and 
Gonzales and Blanco, 526 South Alameda Street, Los Angeles, Calif. : 

Suggest you take look at red kidneys. Then, because several! others inter: 
we may put the entire remaining lot up on bid and acceptance basis for ex 
in which event probable that highest bona fide offer would be accepted. Advise 
your reaction, 

Mr. Correr. You dictated that for Mr. Watson’s signature / 

Mr. Enrermitie. Yes, sir. 

The CHatrman. Was there any other correspondence on that 
subject ? 

Mr. Enrermitie. On March the 3d he replied. 

The Cuarmman, All right, go ahead. 

Mr. EntermMitie. We asked him to advise us reaction, and here 
his react ion. 

Mr. Correr. This is again addressed to you? 

Mr. EnrerMitie. Again addressed to me. 

Mr. Correr. Dated March 3. 

Mr. EnrerMILie (reading) : 

Reurtel February 29 regarding red kidneys am willing to take look at t! 
but do not approve bid and acceptance basis. These beans are hard et 
to sell without further publicity damage. If other parties interested, let th 
make their best offer the same as we will. Then you can choose. Please advis 

AndagainI replied. I think I signed this one. 

Mr. Correr. Dated March 4. 

Mr. Enrermitie. March 4 to Gonzales and Blanco again, 526 Sout 
Alemeda Street, Los Angeles, Calif. : 

Reurtel March 3 suggest you examine red kidney beans and make firm offer t 
Ralph D. Wolfe, Director of PMA commodity office, 39 Center Street, New } 
City. 

The Cuarrman. Anything else? 

Mr. Entermitte. That is all I have on those. 

The Cuarrman. Was that your only connection ¢ 

Mr. Enrermitye. That is the last connection I had with the red 
kidneys or with Gonzales. 

Mr. Correr. You mean you never talked to him on the phone s' 
sequent to that communication ? 

Mr. EnrermMitie. No. 

The CuarrmMan. Do you know of your own knowledge what 
pened thereafter, that is, he followed the instructions? 

Mr. Enrermiiie. Apparently he sent his man up there, and from 
then on Mr. Valentine or the other boys in the office, because I was 
out from there—— 

Mr. Correr. When you got this firm offer at $2.50 in Januar) 
February, whenever it was, did you turn that over to the New 
office ? 
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Mr. Enwrermiuyie. I don’t recall exactly, but Mr. Tripp and | were 
n conversation quite regularly with the New York office, and we kept 
them— 

Mr. Correr. With Mr. Valentine of the New York office / 

Mr. EnrerMitver. Yes. 

Mr, Mr. Correr. Don’t you recall whether or not you told Mr. Valentine 

of this 82.50 offer 4 

Mr. Enrermicie. Tam sure he was advised. Whether I told Tripp 

to to tell him or whether | told him, I couldn't recall. 

Mr. Correr. Do you recall any conversations you had with Mr. 
Valentine about telling him that somebody would take the entire lot 
for 82.50 ¢ 

Mr. Enverminsie. I don't recall any details on that, but we did not 
miss any opportunity of keeping one another advised if there was any 
opportunity to sell these beans. 

Mr CorTrer. How many times did you talk to Mr. Valentine ma 
week ora month?’ Ina week how many times did you talk with him ¢ 

Mr. ExrerMItie. Some weeks not at all, other weeks it might be 


() times, 
Mr. Correr. Here you had this whole inventory and you had this 
e is offer of 82.50. What did you think of the offer ? 


Mr. Enrermitpie. I didn’t think he was going to take them. I left 
the office about that time and was gone until about the 7th of April. 

Mr. Correr. But he made an offer for them, did he not, subject to 
inspection / 

Mr. Enrermitite. Yes: but then we couldn't ever consider this 
being 

Mr. Correr. It is not a firm offer, but he had told you what he had 
paid for them, subject to inspection, did he not ¢ 

Mr. EnrerMiLir. Subject to his visual inspection. 

Mr. Correr. Yes. 

Mr. Entermitite. And we had been fooled so many times on these 
red kidneys that I had to see the color of their money before I thought 
we would get any deal with anybody. 

Mr. Correr. You had it in your mind if you were going to sell these 
beans, that they should be sold on a bid basis and the highest bidder 
take them, is that right ? 

Mr. Enrermitite. Well, that was one way to sell them. 

Mr. Correr. Was it Mr. Gonzales’ thought that the publicity would 


spoil the sale, that he would not get them if it was put on a bid basis / 
Mr. Enrermitie. I don’t know what he thought about it, but my 


impression would be that if they were put on a bid basis, it would 
spoil his opportunity to sell them somewhere else. 

Mr. Corrrr. Did vou ever have any telephone conversations with 
him along those lines? 

Mr. Enrermiurie. No. 

Mr. Correr. You are positive that vou did not have any telephone 
onversations, either you calling him or anybody from his firm or any 

presentatives of that firm talking to you subsequent to these com 

nications 4 

Mr. Enrermitie. These were the last communications IT had with 

Th. 


Mr. Correr. On any representative of that firm ¢ 


} 
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Mr. Enrermiutie. He is the only one that I have ever talked 
seen. 

Mr. Correr. Do you know any representative of that firm o1 
friend of that firm or anybody that might have interceded in 
behalf ? 

Mr. Enrermitie. No, sir. 

Mr. Correr. As far as you know, it was just Gonzales and Bla 
and you talked to Gonzales / 

Mr. Enrermitze. That is right. 

Mr. Correr. 1 might run through these reports for the record 

The Cuarrman. Let me ask, Do you consider the sale that was mac 
of all the beans for the price agreed upon was good Y 

Mr. Enrermiutze, I think it was a wonderful sale. 

Mr. Correr. You made the sale. You would think so anyy 
wouldn’t you ? ; 

Mr. Enrermitie. No; I didn't make the sale at all. I didn't | 
anything to do with it. 

Mr. Correr. Weren't you in the office the day the sale was closed 

Mr. Enrermiuie. I came back that morning, but I had—— 

Mr. Correr. No contact whatsoever ? 

Mr. Enrermitze. I was back in the office on the 7th after hay 
been out ill for 2 weeks. 

The Cuarrman. Where were you, at home? 

Mr. EnrerMitie. At home, yes. 

The CuarMan. You had no contact with anyone during that ti 
about the sale of these beans? 

Mr. Enrermitte. No. 

Mr. Correr. I asked Mr. Underhill to get in reports on the sales 
in the last 6 months to Gonzales and to others, and we have a report 
in from Portland which you may have seen, Mr. Entermille. Hav: 
yous 

Mr. Enrermiuie. Yes, I believe so. 

Mr. Correr. Apparently they listed the sales individually, and | 
see a large number of small sales from 400 bags—relatively sma! 
but then we get down to Gonzales, to sale 75 on January 31, 195 
and that is 6,094 hundredweight at $5.10 delivered. That was be on 
of the purchases he made from list of 1948 pintos, would it ¢ 

Mr. Enrermitie. That is right. 

Senator A1ken. Where was that delivered / 

Mr. Correr. That was delivered to the Mexican border, was it not 

Mr. EnrerMitie. Yes. 

Senator Arken. From the Portland area? 

Mr. Entermitxie. From southern Idaho. 

Senator Aiken. What is the delivery charge there? What wou 
it cost to deliver them from southern Idaho to the border? 

Mr. Enrermiu.e. I have forgotten—$1.16 or something like that 

Mr. Correr. You only had a differential of 20 cents if anybody had 
bought them at the warehouse. They were $4.90, were they not! 

Mr. EnrerMi..e. No, they were $4.90 less freight. 

Mr. Correr. He paid $5.10 for these. 

Mr. Enrermitie. Delivered. 

Mr. Correr. I don't quite follow you. You say $4.90 less the freight 
to the coast and $5.10 delivered ? 
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Mr. Enrermitze. If he took possession of them, some of those small 
lots probably moved by truck. Then they were priced at Portland 
less freight or Gulf less freight, whichever was the higher. 

Mr. Correr. There seems to be a 20 percent differential here on 
your listing between list f. a. s. and delivered, the delivered price being 


the higher. 

Mr. Entvermitie. Well, the $4.90 price in the list is for Portland, 
the city of Portland, and $5.10 was to the Mexican border, and 35— 
there is three sets of prices—if delivered at the Gulf, New Orleans, 
ind Galveston. This $5.10 was determined to be equivalent to the 
sat the Gulf, because by taking the freight to the Gulf, from the 
lelivered price of SS and then adding the freight to Mexico cost. 
This price was based on estimated average of the different freight 
rates to stations on the border. 

We could have delivered them to some border fronts for $4.95, and 
other places it might have cost $5.05 or more, but we averaged it out, 
o we did not have these buyers all trying to select the one warehouse 

it had the best freight. 

Mr. Correr. I see here a sale 76 on January 31, 1952. to Gonzales 

d Blanco. El Paso, Tex.. 119.014 hundredweight at $5.10 delivered 
rice, 

Mr. Enrermitie. That is Kansas City, is it not / 

Mr. Correr. It says El Paso, Tex. 

Mr. Envermitie. Yes, but Kansas City—119,000? 

Mr. Correr. This is a Portland report. 

Mr. Envermitie. They did not sell him that many bags. 

Mr. Correr. That is 119,014 hundredweight. 

Mr. EnrermMitue. No, there is something wrong with that figure. 

Senator AIKEN. 11,000, isn’t it, Paul ? 

Mr. Correr. Yes, 1 am sorry. It is spaced wrong. 

Mr. Envermintie. In one day there was a kind of a run on the re 
maining lot of the Portland beans, and the Portland office got a whole 
bunch of requests or offers to purchase, and they prorated them out on 
the basis of the amount that they had requested. 

Mr. Correr. I want to read that. This teletype from the Portland 
office in relation to these sales says: 

Since we believed that we would receive offers in excess of available supply 

on announement our authority to sell delivered to Calexico or San Ysidro 

mmediately notified Gonzales and Blanco who had offered to buy all avail 
supply delivered at Calexico, Calif., and all those buyers who had been 
ying beans for export to Mexico that we would receive their immediate offers 
urchase this basis We then allocated to each offerer on basis of ratio 
een amount he offered to buy and available supply. On this basis all offers 
reduced but buyers apparently understood and agreed with our alloca 
For your information 38,048 hundredweight indicated above were allo 


ed as follows: 
Potts Wilson Co. offered on 20,000 hundredweight, was allocated 9.464 


ndredweight 

Hamilton & Co. offered on 9.673 hundredweight, received 4,578 

Casaus Bros. offered on 12.673 hundredweight, was allocated 5,998 

Gonzales and Blanco offered on 38,048 hundredweight. was allocated 18.008 
ut least here is one instance where there seemed to be more 
buyers than beans at this price, and there was an allocation there. 
Was there any consideration given—— 

Senator Toye. What month, if I may interrupt for that question 
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Mr. Correr. That was in January, if I am not mistaken. 

Senator Ture. 1952? 

Mr. Correr. 1952. 

The Cuarrman. And those were pintos? 

Mr. Correr. Those were pinto beans, but they were going to Mex 

Mr. Enrermitie. To the western heads. 

Mr. Correr. You anticipated they were going into Mexico, did 
not ¢ 

Mr. Enrermitye. Oh, yes, they all told us they were going 
Mexico. 

Mr. Correr. Was any consideration to your knowledge given t 
fact that Gonzales and Blanco wanted this sale to be kept q 
Was any consideration given to that in not giving the trade 
New York area more of an opportunity to bid on the whole invent 

Mr. Enrermityie. Oh, I don't think so. 

Mr. Correr. Was there any thought that this was such a white e|; 
phant proposition that you could afford to sell them at $2.50 a hun 
and keep it secret rather than expose them to the trade and hav: 
possibility of losing a sale ¢ 

Mr. Enrermitie. I don't think so. 

Mr. Correr. Do you know then why the trade in New York 
not given more of an opportunity to bid on them ¢ 

Mr. Enrermiutte, They were on the list all of the time an 
counts for qualities were well known to all of the trade in New Yor 

Mr. COTTER. Discount qualities of course were somewhere aroul 
11, for these beans that we are talking about in New York. 

Mr. Enrermitie. Beans were listed at $5.50 for U. S. No. 1. 

Mr. Correr. With $1 off for the offeolor and 25 cents a grade do 
We have had that testimony. 

Mr. Enrermitie. Plus if they had a musty or objectionable « 
another discount of $1, and another discount of $1 if they 
a grade —— 

Mr. Correr. Did you havea formula price on that? Is that a st 
ard authorization ? 

Mr. Enrermiuie. It has never been listed, but the New York off 
and the Chicago office have been authorized or were authorized by ¢ 
Administrator to make that kind of a deduction on the basis of 

Mr. Correr. Pardon me a minute, but we understood from t 
mony we received this morning that you did have authorizati 
$1 discount on the offeolor and 25 cents on each grade, and 
got sample or standard, that they were put up for bid and we 
the highest bidder. Isn't that correct ? 

Mr. Enrermitie. We even went farther than that. Whe) 
made a sale to one of these— 

Mr. Correr. Is that correct or not? You haven't answer 
question. 

Mr. Enrermitie. Yes, that is correct. Even further than 
if they grade at sample grade, we took off another dollar for « 
clistinet grading factor 

Mr. Correr. How could that be so? You have your $1 of! 
your 25 cents a grade, and then if you went into substandard 
samples, you sell them by bid. Now you could not have disco 
$1 for musty and be selling by bids. You would take your hig 
bid if you thought it was reasonable, would you not / 
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Mr. ENTERMILLE. These that were sold for bid, I believe were for 
feed and domestic use. 

Mr. Correr. The testimony is not such, and the price would not 
ndicate that that was the case. Have vou sold a number of them 
fol 

Mr. ENTERMILLE. We sold on the same basis these pea beans out 
ol Michigan. Very few of these red kidneys have been sold in the 
past vear, practically none, but pea beans we sold considerable quan 
tities on this formula discount basis for export. 

Mr. Correr. Do you have authority here which shows anything 
pplying to red kidneys where you would have a formula discount 
f more than your dollar? 

Vr. Enrermicyie. I havent got it with me, but it is in existence. 

Mr. Correr. You do have a published— 

Mr. EnterMitie. Not published. Authority to the New York 
office. 

Mr. Correr. When was that put out / 

Mr. Enrermityie. As I recall it. in November. 

Mr. CoTrTer. So they could sel] ut negotiated sale- os 

Mr. Envermitie. Well, that was called a list price sale. 

Mr. Correr. That was called a list price sale. Why wouldn't you 
publish if they had authority to sellé Why wouldn't that be pub 
lished, if you wanted to sell at that price ‘ 

Mr. Envermitie. We never have listed in the list discounts below 


the grade— 

Mr. Correr. It was a well-known fact it was 81 off for the age and 
the coloring and 25 cents off on the grade? 

Mr. Enrermitie. Yes, sir. 

Mr. Correr. The trade was very familiar with that. Was the trade 
iso familiar with this $1 discount do you know, for moldy down to 
this¢ Youcould get down to$1 a hundred, couldn't you, on that basis / 

Mr. Enrermitir. No, about 214. 

Mr. Correr. Was the trade ever apprised of that / 

Mr. NTERMILLE. I think they all knew about it. 

Mr. Correr. And they were buying beans on that formula ¢ 

Mr. Enrermitie. No, they weren't buying any. They were buying 

Michigan, but not in New York. 

Mr. Correr. What makes you think they knew about it? 

Mr. Exrermitie. I don't know that they knew, but we told the 
Vew York office to advise them. 

Mr. Correr. We heard Mr. Valentine here and his testimony is 

ntrary to that. IT would like to clear it up. 

Mr. Enrvermitir. | have no way of knowing how many people 
they told. 

Mr. Correr. Did you instruct the New York office not to divulge 
special discount / 

Mr. Enrermitie. No, sir. 

Mr. Correr. You are very positive you have not ¢ 

Mr. Exrermitir. Yes. 

Mh Col rER. Would vou he wood enough to produce it when Vou vet 

k to your office and send it up to us so we can put it in the record ’ 


Mr. Enrermitie. Yes. 
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(The information referred to is as follows :) 


Exuisir No. 36 
OCTOBER 31 
Grorce D. BRADLEY, 
PMA Commodity Office, Chicago, Ill 
Raven Y. DeWo rrr, 
PMA Commodity Office, New York, N. 

In order to encourage maximum export sales of pea beans to other than Woe. 
ern Hemisphere from Chicago area and red kidney beans from New York 
you are authorized to sell under the terms of GR-212, numerical grades 
beans grading sample because of one or more condition factors, on the ba 
freight paid to east coast ports at the following schedule of prices 


No. 1 or CHP or Choice . 
No. 1 or CHD or Choice, off color 
oe ila -_ 
S. No. 2 off color_—- 
1. S$. No.3 ‘ 
I Ss No 3. off color. 
Subst: indard ‘i 
Substandard, off color_- Fu: 
Sample, weevily_-— aie Aone 
Sample, musty or objection: ible odor _ 
Sample, weevily and musty or objection: ible odor. 
Sample, weevily and off color 
Sample, musty or objectionable odor and off color___-—- 
Sample, weevily and musty or objectionable odor and off color 

Prices are per 100 pounds net weight. Buyer is to be permitted to select 
lot or quantity he desires and shall agree to accept and pay for all of the Ix 
loaded from such lots at the above price schedule for the quality shown by | 
applicable official car inspection certificate. Buyer at his own expense | 
appeal the inspection prior to movement, and such appeal certificate shall a) 
and be final. Buyer shall agree to fumigate the weevily beans. CCC will arrang 
fumigation in cars upon request and for account of buyer. Buyer shall furnis 
shipping instructions as agreed by you. Title to the beans shall pass upon loadir 
out and thereafter sole responsibility for the beans shall rest in the buye 
Under the above schedule the beans shall be loaded as is except that bags s! 
be put into reasonable condition for shipping. 

Domestic sales of all beans shall be under prices and policies previously 
announced. 

Drexet D. Watson, Direct: 

Mr. Correr. Let us just get in some more sales to Gonzales. This 
the Dallas office reported a sale on August 29, 1951, of 15,000 hundred 
weight at $4.50 to Gonzales. Is that a list price? 

Mr. Enrermitie. That is equivalent of the list price. That 
ticular group of beans was determined by taking the cost of moving 
them to the Gulf off and then adding on the cost from the warelhous 
to the border. 

Mr. Correr. And on the same day another consignment of 
hundredweight to Gonzales at the same price, $4.50. On August 1>, 
1951, 46,000 hundredweight was sold to Gonzales & Blanco at >.) 
I think you mentioned that sale. 

Mr. Enrermitie. These other sales were available to everybod) 

Mr. Correr. That was a bid price, was it? 

Mr. Enrermiuie. This three and a half was the only cut price. 
rest were list prices. 

Mr. Corre. You have one here September 12, 1951, Gonzales 
Blanco at $3.70. 

Mr. ENt reRMILLE. That must have been at the warehouse. 
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Mr. Correr. Mountainair, N. Mex., basis, U. S. No. 1, f. 0. b. ware 
house, 

Mr. ENrTeRMILLE. Yes. 

Mr. Correr. That is a differential in freight or something ? 

Mr. EnrermMinie. Yes. 

Mr. Correr. And then on October 9 there was 14.600 hundredweight 
at S44, Shawnee, Okla., warehouse. That is the list. is it? 

Mr. Enrermitie. No. That was this second cut group that we had 
talked about. 

Mr. Correr. And this is the one that was allocated around ? 

Mr. ENTERMILLE. No. 

Mr. Correr. You say White got some of these? 

Mr. Enrermitie. Yes. We notified everyone we could on that 
that those were available. They were threatened with deterioration. 

Mr. Correr. Yes, but was there some allocation between your buyers 
there / 

Mr. ENrerMILuie. No. They sold those to all comers as they came. 

Mr. Correr. First come first served ? 

Mr. EnrerMILie. Yes. 

Mr. Correr. Gonzales got 14,000, 1,000, 4,800, 5,200, the aggregate 
of that hundredweight at that M4 price, $3.75 and 2 lots at $3.50? 

Mr. Unperutiy. Those last ones you mentioned covered beans stored 
in New Mexico and were not in the cut-price sale. 

The CHatrMan. Will you give your name / 

Mr. Unperniti. W. E. Underhill. 

Mr. Corrrer. Those are No. 2’s. 

Senator Tuyrr. Mr. Chairman, was that Mr. Undergill? 

Mr. Unveruity. No, sir: Underhill. 

Senator Taye. Underhill with the Commodity Credit Corporation ? 

Mr. Unperninn. Yes. 

Mr. Correr. Dallas finally reports on November 26, 1951, a sale of 
23,000 hundredwetght at $3.25 Aztec, N. Mex., basis U. S. No. 1 f. o. b. 
New Mexico warehouses. Is that a formula price ? 

Mr. Enrermiuie. Yes. 

Mr. Correr. How do they vary from $5 to $3.25 ? 

Mr. Entermitie. This Aztec warehouse is 65 miles or 85 miles off 
the railroad, and it is just the freight. There were some other sales 
in there about the same time. 

Mr. Correr. And on this sale for instance did Gonzales pay for the 
freight? He paid all freight from the warehouse, so actually where 
you delivered there isn’t such a differential. 

Mr. Enrerminie. That is a computed balance if we had to move 
them to the Gulf. What it cost them we did not know. If we moved 
them by public transportation, they would have got to the Mexican 
border at four and a half or to the Gulf at five. Some of these are 
In pretty out of the way places out there. 

Mr. Correr. Here is another sale of 8.640 hundredweight at $3.75 
on November 13. I think this material could be put in the record. 
[ think it should be in the record, but I don’t know why we should be 
taking time to do it. 

The CHarman. What is the purpose ? 

Mr. Correr. I just wanted to show the total amount of beans that 
fronzales had bought in the last 6 months as against other beans pur- 
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chased, the total amount of substandard grade or priced beans 
against all other purchases, for what it may be worth. 

The CaarrmMan. Without objection, it will be done. 

(The information above referred to is as follows:) 


Exuipsir No. 37 


TOTAL AMOUNT OF BEANS GONZALES & BLANCO, LOS ANGELES, CALIF., HAD BOUGH 
LAST 6 MONTHS AS AGAINST ALL BEANS PURCHASED 


The report from the Dallas, Kansas City, San Francisco, and Portland (; 
modity Offices indicate that between July 1951, and February 1952, 160 sales 
beans were made to at least 1S companies, totaling 424,531 bags (hundredweighi 
In addition, during that period Gonzales and Blanco purchased beans in 24 sa 
totaling 420,395 bags (hundredweight ) 


160 sales to other companies 
24 sales to Gonzales & Blanco 

The Cuarrman. Any questions? Thank you very much. 

Who is next / 

Mr. Correr. We might call Mr. Watson and Mr. Tripp in togethe: 
I think, if that is satisfactory. 

The Cuamman. Do each of you solemnly swear to tell the truth, 
the whole truth and nothing but the truth, so help you God ¢ 

Mr. Tripp. I do. 

Mr. Watson. I do. 


TESTIMONY OF DREXEL D. WATSON, DIRECTOR OF THE GRAIN 
BRANCH, PMA; AND JOHN E. TRIPP, CHIEF, PROCUREMENT AND 
SALES DIVISION, GRAIN BRANCH, PMA, UNITED STATES DE- 
PARTMENT OF AGRICULTURE 


Mr. Correr. Mr. Watson, will you state your full name for 1 
record, and your position ¢ 

Mr. Warson. My name is Drexel D. Watson. I am Director 
the Grain Branch, PMA, Department of Agriculture. 

Mr. Correr. And Mr. Tripp? 

Mr. Trier. My name is John E. Tripp, Chief, Procurement and 
Sales Division, Grain Branch, PMA, Washington. 

Mr. Correr. Chief of what ? 

Mr. Trier. Procurement and Sales Division. 

Mr. Correr. And does Mr. Entermille work under your directior 

Mr. Watson. He is a deputy director in the Grain Branch, ye 
under my direction. 

Mr. Correr. What is Mr. MeArthur’s position ? 

Mr. Watson. He is alsoa Deputy Director. 

Mr. Correr. How many deputies do you have / 

Mr. Watson. Four altogether. 

Mr. Correr. We might get through this faster if you gentlemer 
would tell us anything you feel is pertinent about this sale that was 
made of the 358,000 hundredweight, or that approximate amount of 
these red kidney beans recently from the New York office. 

Mr. Watson. Well, we have had approximately that amount, 360, 
000 bags of 1948, mostly 1948 crop, some 1949. We have owned tl 
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of course under the price support program. We acquired the 1948 
back as far back as April 30, 1949. 

Mr. Correr. Mr. Watson, I don’t want to hurry you, but I think 
the Senators only have a few minutes before they have to go to the 
floor. We have had testimony about the age and the condition and 
everything. We just wanted to get your information with respect 


tothe actual sale. 

The Cuarman. The details of the sale. 

Mr. Correr. When you first learned of it, how it was O. K.’d and 
s0 forth. 

Mr. WATSON. Well, the sale was made to Gonzales & Blanco of Los 
Angeles. We had been endeavoring to sell these beans for quite a 
little while, and just simply could not get a bona fide bid, so we made 
up our minds that we had to dispose of them due to infestation. Gon 
gales came into Washington. We told him of the red kidneys. 

Mr. Correr. Did you talk to him? 

Mr. Warson. I talked to him, yes. 

Mr. Correr. On how many occasions / 

Mr. WATSON. ()ne. 

Mr. Correr. Did Mr. Entermille bring him in? 

Mr. Watson. He did not. He made a regular office appointment. 

Mr. Correr. Go ahead. 

Mr. Watson. And so Gonzales went to New York or some of his 
men, to inspect the beans we had stored up there. 

Mr. Correr. Did you talk price before he went ? 

Mr. Warson. No. 

Mr. Correr. Go ahead. 

Mr. Watson. And he inspected them, and then at some later date, 
came in and made an offer to go out to buy the entire lot for export 
at $2.50 a hundred. 

Mr. Correr. Did that offer come into New York or did he talk to 
you directly about it ¢ 

Mr. Watson. He did not talk to me about this. 

M.. Correr. Did you know he had made such an offer conditioned 
upon inspection as early as February 1952? 

Mr. Watson. No. On these beans? 

Mr. Correr. Yes. 

Mr. WATSON. No. 

The CHamman. You don’t know of it ? 

Mr. Watson. What was the question 

Mr. Correr. Read the question. 

(The reporter read back the question. ) 

Mr. Warson. No. I don’t know that he did make an offer. 

Mr. Correr. Did you know, Mr. Tripp, that he had made such a 
conditional offer as early as February ? 

Mr. Trier. No, I didn't. 

Mr. Warson. Most of these offers for negotiations in general, we 
talked to quite a number of bean dealers in reward to red kidne Vv beans 

New York. So far as I am aware. Gonzales is the first man that 
ever made a bona fide bid on these beans. 

Now any number of them may have discussed and talked to us as 
to whether or not they wanted to buy the beans, but nobody to ms 
knowledge had bid—— 
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Mr. Correr. Nobody had an opportunity to get down and nego! 
on as low a basis as that, did they 

Mr. Watson. Yes. I know of no reason that would prevent t! 
from doing it, and the trade was well aware about beans, and 
they were for sale. 

Mr. Correr. Of course you finally sold these beans at about ha|{ 
what they were fisted for as of March 1. I think that was you 
listing. Your April 1 listing did not carry it. 

Mr. Watson. That is correct. 

Senator Arken. You mean Gonzales was the first man to off 
take the entire lot. They were selling in small lots, weren’t they ¢ 

Mr. Watson. Oh, yes. We made some sales. 

Senator Arken. Was the first offer to take them all off your hands 
at any price that of Gonzales ? 

Mr. Watson. At any price; yes, sir. We had several months ag 
made some sales of smaller lots, but in the last 60 days or so Gonzales 
was the only man that had ever come in with a bona fide offe: 
any price. 

Mr. Correr. There was an indication that Gonzales did not w 
any publicity given to the sale, and there was an indication from tl. 
testimony rec eived that your New York office was treating the sal 
as confidential information. Did that ever come to your attention / 

Mr. Watson. Yes, sir; and I suspect I had more to do with that 
than anyone. 

Mr. Correr. Would you explain? 

Mr. Warson. The question had come up whether or not to m 
an announcement on the sale, and I was against making any annor 


( 
| 


ment until we had actually had the letter of credits up and knew thia 


we had made a sale. 

Gonzales had signed the contract to purchase, with the understa: 
ing the r. he put up letters of credit. 

Mr. Hed Was it also with the understanding that it be 
secret anti you got his money / 

Mr. Warson. Not particularly secret. We did not want to 
any announcement to the trade. 

Mr. Correr. Was that in his interests? 

Mr. Watson. No, sir: I would term it to be in our interest because 
I was afraid of the possibility that something may go wrong and th 
letter of credit not be put up. 

Mr. Correr. Did he request that there be no publicity given ‘ 

Mr. Warson. Not to me: no, sir. 

Mr. Correr. Do you know that he requested it / 

Mr. Watson. No, sir. 

The Cuarmman. You say that originated with you though ‘ 

Mr. Watson. Well, the  rEnpe came to me and it was my decis 

The Cuaran. How did it come to you? 

Mr. Watson. I suspect it came out of probably the New York off 
as to whether or not we should make an announcement that we 

sale. 

The CuarrmMan. It was then you made the determination ‘ 

Mr. Warson. That is correct. 

The Cuarrman. The reason you did it was to be certain to have 
completed before the announcement was made / 

Mr. Watson. Yes, sir: that is correct. 


Kept 


Thine 
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The CuarMan. Your fear was that if the announcement was made 
+ might not be consummated / 

Mr. Watson. That is right, and also in case the deal did not go 
through, it might have some effect on any possible future sale in that 
+ might become known that Gonzales had attempted to make a sale 
and it was not completed. 

| was particularly concerned that we have this deal absolutely tied 
up as far as any announcement made to the bean trade or to the public 
in general. 

Mr. Correr. Would you be good enough to give us your reasons as 
to why you thought any announcement of the sale might hurt the 
le / “| can conceive that there would be, but I would ‘Tike to have 
your reasons. 

Mr. Watson. I just did not think it was time to make an announce- 
ment that we had sold beans when actually we did not have the deal 
tied up. There would be quite a chance that the letter of credit he 
was to put up might not go through. 

The CHAIRMAN. After the deal was consummated, as I understand 
it is now, did you make an announcement / 

Mr. Watson. No; not that I know of. 

The Cuarman. Why not? 

Mr. Watson. Well, it never occurred to me to particularly make the 
announcement. I am not sure, I believe it was Tuesday, that we 
finally got the last letter of credit up. 

The CHarMAN. You mean of this week ? 

Mr. Watson. Of this week. 

The CuarrMAN. That is the day before yesterday / 

Mr. Trivr. Monday 

Mr. Warson. It was Monday. 

Mr. Correr. Mr. Watson, you made this decision not to announce 
the thing after the sale was consummated, after you had a contract, 
ind you say you made that so there would not be any chance of the 
sale falling through because of publicity, but prior to that time and 
when you knew you were getting a firm offer, why is it that you did 
not go to some of your other dealers and ask them if they could give 
you a little better offer? I mean all you would have to do is make 
i dollar more a hundred and you would have $350,000, or even make a 
alfa dollar. It was a big proposition. 

! am frank to state that the trade we have talked to in New York 
feel that they did not have an op portunity to bid on these beans at 

price which was as appealing to the trade as the price at which you 
sold them. 

Do you have any reason for not going out? Did you make any dec’ 

which would have prevented your peop le who were selling these 
beans from going to the trade and saying. “Now we can get 2.50. Can 
you give us 2.75. or anything like that.” to get the price up? 

Mr. Watson. No. We did not make any attempt to do that. This 

eory that we could have gone out to the bean trade somewhere and 
cot an extra 50 cents or $1 due to the fact that we were about on the 
verge of making a sale at 2.50, is something that is more wishful than 

ctual, 

“Mr. Correr. It may be, and that is why we are inquiring about it. 

Mr. Watson. Of course, since this is the only bid we got in any 
quar tity 
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Mr. Correr. But this is not a bid. This is a negotiated price, 
it, what you just did with one man unknown to the trade, and 
stantially below what the trade had in mind they could buy the \ 
inventory of beans for? 

Mr. Watson. No: I don't believe that is right. The trade ha 
opportunity to negotiate with us instead of a bid. Of course, | 
have vot to come in and offer to buy, and it must be in writing. 

The Cuarman. Mr. Watson, it might be interesting to put 
record at this point a list, if you have it, of offers of purchases of parts 
of these beans. We had a man testify here this morning who - 
that he offered in January and bought I think 13,000 bags at $ 
and the following month he offered only $2.11, and his bid was out 

Now, it might be well for you to put in the record just what the t 
was offering for those beans. Could you supply such a list ? 

Mr. Warson. We will be glad to furnish it. 

The Cuairman. Limit it, as I said, to any portion of this larg 
umount that you finally sold to this firm. That might be of interes, 
and it will be put in the record. 

You get what I have in mind, any lots that you may have offered as. 
is, and where, because that is the way I understand the sale to Go; 
zales was made, as, is, and where. Any offers that you made since. 
let us say, January up to the present or any part of these or any offers 
you received we would like to have for the record, the name of 1 
firm, and how much was offered, and who was the highest bidder, a: 
how much others bid on the same lots. We just want to find out how 
the trade felt about it. 

Mr. Warson. We will be glad to furnish that. 


(The information above referred to is as follows:) 


Exurseir No. 38 


INQUIRIES CONCERNING Rep Kipney Beans DuRING THE MONTHS OF Feprvuan 
MARCH, AND APRIL, 1952 


On February 13, 1952, Mr. John Vanderdys, of the Hotel Kimberley, 74th Stre 
at Broadway, New York City, was informed that he should communicate dire 
With the New York PMA commodity office concerning red kidney beans 

Under date of February 18, 1952, the Reliance Wholesale Co., 1108 Fruit 
Drive, Hollywood, Calif., inquired concerning pinto beans. Since practica 
of the pinto beans which were offered for export had been sold on February 2 
the company was informed that we had a substantial quantity of red kid 
beans which were off color and, therefore, for sale at reduced prices, and suggested 
that the company get in touch with the New York office in the event they r 
of the opinion they could use any of these beans. A copy of this letter was fu 
nished the New York office. 

Sometime prior to March 5, 1952, the Agricultural Products Co., Detroit, Mi 
Which purchased a substantial quantity of offgrade pea beans from the Chicas 
PMA commodity office was informed of the red kidney beans and on Ma 
1952, made a written offer to the New York office for 361,000 bags, but il 
event not less than 220,000 bags, at $1.05 per ewt., delivered New York Cil 
an “as is” basis, with various other details concerning weights, bags, and pa 
which were not acceptable. 

On March 10, 1952, the Trinidad Bean and Elevator Co., Denver, Colo., purs 
to an inquiry of March 3, was referred to the New York office for red kidney bea 

On March 12, 1952, the American Trading Co., S. de R. L. Av. Juarez \ 
Mexico, D. F., pursuant to an inquiry of March 5, 1952, was informed | 
should communicate with the New York Office concerning red kidney l« 

On March 13, 1952, in response to an inquiry the Island Trading Co., 
Liberty Place, New York, was informed that it should communicate 
with the New York office concerning beans available for export to Puert 
and Panama. 


mms 


N 


a 
a 
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On March 18, 1952, Mr. Alfred S. Karlsen, of the H. Jacobs’ Industrie, Holland, 

at this office in connection with the purchase of pea beans at which time 

ed kidney beans were discussed Mr. Karlsen stated that he had seen 

" es of the red kidney beans and could not use them at any price because of 
their quality. 

On Mareh 21, 1952, the Rafmex Co. of Mexico City, Mexico, called with refer 
to about 10,000 bags of red kidney beans. They wanted No. 1 grade and 
nformed that we did not know what the beans would grade on a load-out 
robably not even that quantity would grade No. 1 “off color It was sus 
i that the company get in touch with the New York office 
March 26, 1952, Mr. Carl Wadeck, Klamath Falls, Oreg \ 

a general inquiry of March 14, 1952, concerning be: 
ommunicate directly with the New York office concerning the 


m March 27, 1952, Mr. Harlee Townsend of the Townsend Supply Co., Est: 

VY Mex.. called at this office with reference to red kidney beans It was sug 
ed that he go to New York and see samples of the beans and discuss the 
hase of beans with the personnel of the New York office 

(nm Mareh 2S, 1952, Mr. D. LD. Watson, Director of the Grain Branch, in a 
ephone conversation with Mr. Baker of the Hamilton & Co. of Los Angeles, 
scussed the red kidney beans, at which time Mr. Baker stated that his company 
d ascertain from its buyers whether any of the red kidney beans of the 
ty we had could be used by them They indicated in a subsequent conver 

n that they could not use our beans 
ere may have been other inquiries; however, in any event for the past 
ral months whenever the opportunity presented itself reference was made to 
ssible buyers concerning the availability of the red kidney beans, and the bean 
trade, particularly those concerns of sufficient size to handle large quantity 
beans, were familiar with the availability of the beans at a price acceptable 

Commodity Credit Corporation 

AGRICULTURAL Propucts Co 
Detroit. Nici , Varch ). 195? 
ED STATES DEPARTMENT OF AGRIC! 
(COMMODITY CREDIT CORPOKATION, 
139 Centre Street. New York. N. j 
Attention of Mr. Ralph Y. DeWolfe, Director, PMA 

Dear Sirs: We are interested in purchasing the entire of your hold 
ngs of red kidney beans, a part of which holdings we hay camined and submit 
e following offer 

1. Quantity Entire quantity which we understand t » approximat 
61,000 bags, but in any event not less than 220.000 bags 


Shipment.—March, April, and May 1952 as ordered by 


ely 
tp) us to meet ocean 
shipping schedules It would be our intention to order shipments out almost 
mediately after acceptance 
Weights.—To be computed on a basis of shipping warehouse’s determina 
ous, averaging the weights of not less than 10 percent of the 
shipment 


DUALS In any 


1. Bags To ln pProperts coopered by shippil ¢ warehouse to ave leunkage or 


ondition of bags is so poor as to render coopering ineffective, beans t 
esacked in sound 12-ounce bags 
] 


Destination Purchase will be made for reshipment of the entire quantity 
Eu ope 


p 


ice.—$1.05 per cwt., f. a. s.. New York City, on an “as is” basis 
lerms of payment Net cash with understanding that remittance is to be 
ed to you for individual shipments immediately upon receipt of railroad 
s of lading and warehouse weight certificates as above prescribed 
S. Acceptance the offer is made for your acceptance by 12 0’ 
Washington time, Monday, March 10, next 
Fund 


vith 


1 
clock noon, 


s for financing have been arranged for an arrangements have been made 

the Michigan Bean Co., Saginaw, Mich., to handle the details of the payment 

isin our name, The procedure would be for vou to mail documents to us 

of Michigan Bean Co., Saginaw, who will be authorized to order out ship 

ts and as made pay for them out of our funds in the manner prescribed 
Very truly yours 


AGRICULTURAL Prop 
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Sales of “as is, where is” red kidney beans for unrestricted use made p 
Gonzalez & Blanco sale 


DECEMBER 19, 1951—OFFERING 17,004 BAGS 

Bids : ’ 
Louis Cohen, New York (successful bidder) . 
Harold Godfried, New York CRBS PENS 
G. W. Blodgett, Perry, N. Y. (conditional bid on selected 4,000 bags) 


Per hundred 


This latter bid rejected as not equal in whole to the Cohen bid. 


JANUARY 14, 1952—OFFERING 13,536 BAGS 


Bids: Per hundre 
J. M. Rodriguiz & Co., Inc., New York (successful bidder ) - 
G. W. Blodgett, New York ehpeten eee | . 
Geo. W. Haxton, Oakfield, N. Y_- cae SS , —! 

The cash market price for 1951-crop U. S. No. 1 red kidney beans was $11 
during December and January. The CCC list price for unrestricted us: 
$9.99 for January 1952, and $9.93 for December 1951. The export pric 
$5.50 for both months. 

Senator Arken. How did you happen to withdraw the offer of | 
beans from the April 1 list / 

Mr. Watson. We had been holding them at $5.50 for export throug 
March with a suitable discount for off color, grade differentials a 
musty and so on. Those prices had been in existence for severs 
months—I don’t recall how long—and no one would talk to us wit 
any possibility of making this type of a sale at $5.50, so we decid 
in April—as a matter of fact we were so concerned with the condit 
of the beans in New York that if we had not made any sales her 
April, we had made up our minds that beginning in May we had | 
do something with those beans whether or not we could sell them, ts 
cause with warm weather coming on, infestation increasing it was 
perative that something be done. 

So we decided that during the month of April we would take | 
red kidneys off our export list with a notation on it that anyone de 
ing to purchase these beans could do it through negotiation thro 
the New York commodity office, and that is on our published list 

The CuatrmMan. I think it was read into the record before.  \ 
idea then was to get the bean buyers interested. Before that 
felt that they had to buy from you at whatever that list price was 
discount. 

Mr. Warson. That is correct. 

The Cuatrman. By making this announcement you felt that ) 
were inviting interested people to come and talk to you about 
that correct ¢ 

Mr. Watson. That is correct. 

Mr. Correr. You did not follow through on that. You sold 
beans by April 4, and your announcement did not go out until Ap 
1, and with millions of dollars worth of beans at formula prices 
in inventory and subject to this sale, you certainly sold them awfu 
fast after you threw them into this open category, did you not ? 

Mr. Warson. Well, they moved fast, and I am mighty glad ot 
too. It is true they did move in the forepart of April. 

Mr. Correr. You had them sold April 4, and your announce: 
did not come out until April 1. 

Mr. Warson. I don’t recall the date, but that is true. 
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Mr. Correr. So actually the trade never did get a chance to get 
after them, did they ¢ 

Senator ArKEN. You say other members of the trade had an oppor 
tuity to bid on them, but apparently they had less than 48 hours to 
determine whethey they could raise the money and decide on what 
they could pay for this enormous block of beans, which would be 

ot of beans. They had less than 48 hours, as I understand it. 

Mr. Watson. Let's go back to this $5.50 price during March, for 
example. 

Senator ArKEN. Is the domestic bean market very slow this spring? 

Mr. Watson. I[t is particularly slow on red kidneys. 

Mr. Correr. You mean of that vintage, but not particularly of-—— 

Mr. Watson. No, the crop itself, the 1951 crop of red kidneys, has 
oved very well. We don’t believe we will take any overage. 

Senator AIKEN. There have been no surplus red kidneys for 2 years. 

Mr. Watson. But you take beans almost 4 years old, there is no 
me wanting them even at export unless it is a price that they are sure 
that they are not going to take a loss somewhere on. 

The Cuamrman. You had started to say something. 

Mr. Watson. Yes, I wanted to say something about this $5.50 price. 
That is the price that is put out to the bean trade, and theoretically, 
tis the price that cannot be changed during that month, because we 
are not In a position to negotiate with some individuals of the bean 
trade, and the rest of the bean trade is facing this $5.50 price. That 
: the reason we did not negotiate. 

Mr. Correr. Surely, but that is why in principle it would seem— 
of course It is easy to Monday-morning quarterback—but in principle 
t would seem that you sold these beans like a scat as soon as you got 
out from under your obligation to hold them up ata certain price. 

Senator A1KeN. Is that why you did not list them in April, so that 
vou could sell them at—— 

Mr. Warrson. Yes, sir. 

Phe CHarrmMan. Of course you considered the offer for those beans 
1 good offer, and both of you recommended it ? 

Mr. Warson. In my own personal opinion I think we were for 
tunate to get a price of $2.50 a hundred as is. 

Mr. Trree. We had talked to the trade every time there Was a 
hance to bid on these bids, for several months. No one would talk 
ihout It. 

Senator Aiken. Could they bid ? 

Mr. Warson. They could have presented an offer, but nobody ever 
lid that amounted to anything. 

Senator Arken. Could you have accepted it during that month 
when you had already published a price ? 

Mr. Watson. No, we could not. 

Senator Aiken. Apparently the complaint of the trade was when 

i decided to sell them cheap, that they had less than 48 hours to 
find out what they could do about it, just from Wednesday afternoon 
itil Friday afternoon. Friday afternoon the sale was consummated. 
It really wasn’t giving them much notice. You must have known, 

| you not, that you were going to get an offer before you left them 
ff the April list ? 
Mr. Watson. No, we weren't positive. We had been talking to 
rious people about the possibility of selling red kidneys at export 
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to go into Mexico. I personally talked to someone on the west « ist 
and asked them if there was any possibility of developing a sa\ 
In Mexico for red kidneys, and they made inquiries and they Cal 
back and told me no, there was no chance. Red kidneys had 
tough a skin, and the Mexicans as a whole like to mash their bea 

Mr. Correr. But Mexico isn’t a luxury market, is it, Mr. Watso: 

Mr. Warson. No. 

Mr. Correr. And they had had a crop failure there and they 
to eat, and they had run out of their own beans and they had boug 
all the 1948 pinto beans, and your 1949 crop of pinto beans, because 
of your supply and demand situation, you could not afford to pu 
on an export listing at a reduced price, so these were practically, 
only beans that were available at a price for the Mexican market 

Mr. Watson. No, that is not exactly correct. 

Mr. Correr. I am not an expert in beans, either. 

Mr. Warson. But normally red kidney beans don’t go into Mex 

Mr. Correr. That is right. 

Mr. Warson. Just the pinto type. 

Mr. Correr. But they are accustomed to eating, and their 
was a failure. 

Mr. Warson. That is right. 

Mr. Corr R, And undoubted] the ovreat portion of these beat : 
roing into Mexico. 

Mr. Watson. Possibly they may. That is my understanding t 
some of them at least are going into Mexico. Of course the $2.5 
our sale price, maybe they can get over their aversion to a toug 
skinned bean. 

Mr. Correr. Is it your position that the sale of these beans wa 
sale which was made with the best judgment that you had / 

Mr. Warson. Yes, sir. 

Mr. Correr. And that there was no collusion or no favorit 
shown tothe firm of Gonzales & Blanco / 

Mr. Watson. None whatsoever. 

Mr. Correr. Do you have anything else to say / 

Mr. Warson. No, I don’t believe so. I think we have covered t! 
main points, 

Mr. Correr. Mr. Tripp? 

Mr. Trirvr. I haven't anything to add. 

The CHaiman. Would it be possible for an offer to be mack 
this firm to anyone under you that did not come to your attentio! 

Mr. Warson. It is possible, yes. 

The Cuatrman. The reason I ask: Mr. Entermille just testified, 
and showed us a telegram that he had received from a firm, indicating 
that they had offered $2.50 for these beans as early as February, ) 
vided they had opportunity to examine them. There was quite a 
of correspondence presented for the record. 

Mr. Warson. That was in February? 

The CHarrMan. Yes. 

Mr. Correr. And he did get them for $2.50, and yet the New York 
representative claims that he had never heard of Mr. Gonzales unt! 
he appeared there and until he started, he said. negotiating at >2 
That isa little unusual, isn’t it ? 

The CuatrmMan. Here are two men who are directly over Mr. Enter 
mille and they don’t know about it. 


rr 
1) 
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Senator Aiken. Did Mr. Entermille ever tell you of the offer / 

Mr. Warson. I don't recall that particular one on Gonzales. Gen 
erally Mr. Entermille and | dlicuss all phases of oul bean sales. 

The CHAIRM AN. He said in his testimony as ] understood it. that he 
did not recall it, but it was his usual custom to discuss it with Nev 
York and everybody else « onnected with it. 

Mr. Watson. That is correct. 

The CHatrmMan. Is it possible you did discuss it and you don't 
remember it 4 

Mr. Warson. It is possible we may have discussed it. I do not 
recall this particular offer of Gonzales. 

Senator AIK! N. ‘| his, however, Wis a sizable, was the largest. sale 
oT beans that has been made recently i 

Mr. Warson. That is correct. 

Senator AIKEN. You would have been likely to have remembered 

f he had come to vou, would you not ¢ , 

Mr. Warson. If it was in March I don’t think I would necess: 
rt member that because there automat ally would be a rejection 
would not have considered it because at that time we had to 

t Sot), 

The CHAIRMAN. At whose suggestion was that change made 
\pril, that is not to put these offerings / 

Mr. Watson. I suspect it was mine 

The CuarrMan. The fact that you say you did not know about this 
offer. | don't suppose that it had, could hot have hac, any bearing On 
you issuing this new method of offers / 

Mr. Warson. No, sir, it did not have any bearing on it because we 
vould have been ¢ ontent Ww ith we were getting at the pont, us | Sale 
iwhile ago, that we had to do something with these beans, and | pel 
personally would have been content with almost any price above $1. 

Mr. COTTER. But, Mr. Watson, you would have been much happ | 
vithas3 ora s3.o0 price, would you not ¢ 

Mr. Waprson. Yes, sir, we certainly would. 

The CHAIRMAN, $5.50, too. . 

Mr. Correr. Mr. Tripp. when did you first become aware of Chie 
2.0 offer of Mr. Gonzales / 

Mr. Tripr. At the time they were negotiating up in New York, 
ibout that time. 

Mr. Correr. You say about thetime. Just when 

Mr. Trirre. When they were negotiating. 

Mr. Correr. Who did you learn of it from / 

Mr. Trrer. From Mr. Valentine. He called me on the phone. 

Mi Correr. He called you on the phone. Is that the first tim 
vou heard of the $2.50 offer / 

Mr. Trirre. Yes. I had not known of any offer on that before, and 
| mentioned it to Mr. Entermille or since then. I did not think it was 
i firm offer either. 

Mr. Correr. What was a firm offer / 

Mr. Trier. This in February. 

Mr. Correr. Did you see the telegram that was sent to Mr. Enter 

lle? 

Mr. Trier. Yes. 


20554 
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Mr. Correr. When was the first time you saw that? And it » 
your interpretation that was not a firm offer. Was it also your feeli: 
it was so unimportant that nobody should have mentioned it / 

Mr. Trirr. No, not necessarily. It was a low price maybe back 
February, but I thought he indicated if he could use them he co, 
not use them over that price. I never heard about it until here jy 
this past— 

Mr. Correr. What is your relationship with respect to Mr. Ente 
mille ? 

Mr. Trier. Lam the Division Chief and he is Deputy Director. 

Mr. Correr. You are really under him? 

Mr. Trier. That is right. 

Mr. Correr. Do you handle beans ¢ 

Mr. Tripp. Yes, sir. 

Mr. Correr. Did you concern yourself with this New York consig 
ment ¢ 

Mr. Trier. Well yes, some. 

Mr. Correr. And did you talk to the trade in trying to move th: 
beans ? 

Mr. Tripp. I have, yes. 

Mr. Correr. Who have you talked with? I mean to get definit 
prices, people who were really interested ? 

Mr. Trier. I would have to look them up. I think there were sey 
eral firms that called about red kidneys. We always referred the: 
up to New York. 

Mr. Correr. Could you look them up and supply the informatio: 
to me as to exactly whom you talked ¢ 

Mr. Trrep. Yes. 

Mr. Correr. Who initiated the change in the language of the bull: 
tins that come out April 1, did you’ 

Mr. Trier. I don't exactly recall. The Grain Branch somewher 
and concurred in across the street. Those are all approved and go 
out each month. 

Mr. Correr? Somebody had to get the idea they were taken off th: 
listing and thrown in the open market ? 

Mr. Watson. I will assure the responsibility of that myself. 

Mr. Correr. Did anybody suggest it to you ? 

Mr. Watson. No, sir. 

Mr. Correr. What was the situation that suggested that to you then / 

Mr. Warson. The desire of moving those beans up there at any 
cost in New York. 

Mr. Correr. But you took the action without knowledge that ther 
was already an offer of $2.50 in from Gonzales’ firm ¢ 

Mr. Watson. Yes, at least I do not recall if I ever knew at any time 
of this offer from Gonzales in February to buy at $2.50. 

Mr. Correr. Did you arrive at this by thinking about it yoursel! 
or did you arrive at it by talking to your bean men or what brought 


you to the decision ? 
Mr. Watson. Oh, we probably discussed it with—— 
Mr. Correr. With whom? 
Mr. Warson. With the folks in the Grain Branch. 
Mr. Correr. Who would they be / 
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Mr. Watson. Probably discussed it with Mr. Entermille, may have 
discussed it with Mr. Tripp—I don’t recall. However, it was initiated 
by myself. 

’Mr. Correr. But you have a pretty high position. You are Director 
of the Grain Branch. You are carrying a great load. Don’t you 
make many of your decisions because the situation comes up to you 
through subordinates ? 

Mr. Watson. Most of it ; yes, sir. 

Mr. Correr. But this one wasn’t that way / 

Mr. Watson. No, sir; because I personally was getting a little 
desperate to move those beans and may have taken more interest in 
the beans than in other commodities. I am somewhat familiar with 
bean operations. 

Mr. Correr. How long have you been Director of the Grain Branch, 
Mr. Watson / 

Mr. Watson. Since a year ago last November. 

Mr. Cotrer. Where were you before that / 

Mr. Watson. In Portland, Oreg. 

Mr. Correr. Were you in charge of that office 

Mr. Watson. Assistant director. 

Mr. Correr. You have been with the Commodity Credit Corpora 
tion how long, or with Agriculture ? 

Mr. Watson. Since about 1938 in field work. Most of it is field 
work. 

Senator Aiken. Wouldn't you think it a little strange Mr. Enter 
mille knowing of your desperation and wanting to get rid of these 
beans, did not tell you anything about the telegram from Gonzales & 
Blanco, and did not say anything to the New York office about thei 
apparent willingness to go to $2.50 for the lot ¢ 

Mr. Watson. No, as I said a while ago, it may have been discussed 
with me by Mr. Entermille. I did not place enough value in that 
offer because automatically we had to reject it under that basis. 

Senator ArKeN. It was an awful lot of beans they wanted. 

Mr. Watson. Of pinto beans. Gonzales hadn’t bought red kidneys 
that I know of. He bought pinto. It may have been our hopes, of 
course, that we could sell and get the best price we could get. $2.50 
was never discussed as the possibility of the price we might sell the 
beans at. We knew we would have to sell them at less than $5.50. 

Senator ArkeEN. What do they do with these red kidneys’ Do they 
vo into chili or what do they do with them / 

Mr. Watson. A lot of them, ves. 

Senator A1KEN. Are the pinto beans the beans we get in chili? 

Mr. Watson. Pinto beans are mostly those. 

Senator ArkeN. The red kidney is slightly larger ? 

Mr. Watson. Red kidneys are slightly larger than the pinto beans, 
but depending on where the chili is made, if it is in the East they use 
red kidneys mostly, if it is in the South or West, it is mostly pintos. 

The CHamrman. Any further questions? If not, we are much 
obliged to you. 

The committee will stand in recess until 10 o'clock tomorrow in 
executive session. 

(Whereupon, at 3 p. m. the committee recessed to reconvene Friday, 
April 25, 1952. at 10 a.m.) 














INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


FRIDAY, APRIL 25, 1952 


Unrirep Srates Senate. 
CoMMITTEE ON AGRICULTURE AND Forestry. 
Washington. D.C. 

The committee met in executive session pursuant to recess, at 10: 20 
a. m.. in room 324, Senate Office Building. Senator Allen J. Ellender 
(chairman) presiding. 

Present : Senators Ellender, Young, and Hickenlooper. 

Also. present: Paul J. Cotter, chief counsel for investigations. 

The Was kaeiease The committee will be in order. 
You have been #orn already. 
Mr. EnrerMILLe. Yes. 


TESTIMONY OF FRED D. ENTERMILLE, DEPUTY DIRECTOR, GRAIN 
BRANCH, PMA, UNITED STATES DEPARTMENT OF AGRICUL- 
TURE—Resumed 


The Cuatrman. You may proceed. 

Mr. Correr. Will you spell your last name? 

Mr. EnrerMiuyie. E-n-t-e-r-m-i-l-l-e. 

Mr. Correr. Because of certain unusual circumstances in connec- 
tion with the handling of the 1948 rice program, Mr. Entermille, we 
want to see if we can get some explanations from you. I think you 
testified yesterday that your primary functions as Deputy Director of 
the Grain Branch were the rice program, the bean program and seeds, 
is that correct ? 

Mr. Enrermitie. Yes, I put a little more time on those. Of course, 
the deputy directors went across the board and even act as directors, 
so it is necessary that we know about the whole thing, but when I am 
in the office of all of the rice and beans and seeds 

Mr. Correr. Come across or over your desk ¢ 

Mr. Enrermiutie. And letters and all communications come over 
my desk. 

Mr. Correr. What was your position with respect to the rice pro 
gram back in 1948? 

Mr. Enremiuyie. Just about the same as that. 

Mr. Correr. When did you first get into it ¢ 

Mr. Enrermiutye. Into rice? 

Mr. Correr. Yes. 

Mr. Enrermitie. Well, I have had that same type of responsibility 
ever since the Grain Branch of PMA was established in 1946. 

Mr. Correr. And also with respect to beans, about the same ¢ 
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Mr. Envermiuie. Pretty much the same. 

Mr. Correr. When was rice first put under the support progran 

Mr. Enrermitie. Well, it was, the legislation provided support 
from the act of 1938, because it 1s a basic commodity. 

Mr. Correr. When did you first put in the loan and purchase su; 
port program ¢ 

Mr. Enrermitite. We put out the program each year, 1 believe. 
from the very beginning, but it was not used until the 1948 cro; 
All during the war and shortly thereafter price was well a ove tn 
support, and there was not any interest. 

Mr. Correr. You did have a support program / 

Mr. Enrermitie. Announced. 

Mr. Correr. By loan and by purchase agreement prior co 1948 / 

Mr. EnrerMiLie. No, purchase agreement was a new feature deve! 
oped in 1948.- That was the first year that it was used. 

Mr. Correr. When was the first purchase agreement and joan pr 
gram put in on beans? 

Mr. Exrermitye. I believe all of the commodities had a purchase 
agreement for the first time in 1948. Most of the commodities. Wy 
had to amend the original Commodity Credit docket in order to in 
clude purchase agreements. That was because it was only develope: 
in the spring of 1948, that feature. 

Mr. Correr. Would you very briefly give us the principle and 
purpose of this price-support program and the purpose of the eligi 
bility of a commodity to be supported ¢ 

Mr. Enrermitze. It was simply to give a floor price to produce: 

Mr. Correr. And was it the objective of having only produce 
rights eligible ¢ 

Mr. Enrermitie. That is, following the intent of the act, as we 
interpreted it. Now some commodities, sometimes, it is necessary. 
perishables, for instance, some of the other branches have used pr 
grams where they took it from the same party who paid the support 
price to the producer, but in all of our—all of the Grain Branch 
programs we deal directly with the producer or associations of 
producers, 

Mr. Correr. With respect to rice, that is a commodicy that is grown 
in very limited areas, is it not? 

Mr. Enrermitie. Grown in California and in the South. 

The Cuairman. Louisiana, Arkansas, Texas. 

Mr. Envermitie. Texas and Mississippi. 

The Cuatrman. And Mississippi. 

Mr. Enrerminie. A little in Missouri now. 

Mr. Correr. Is the Rice Growers Association of California one of 
the large producers in that area? 

Mr. Enrermitie. A large cooperative producer. 

Mr. Correr. Do you know what percentage of the production they 
represent there / 

Mr. Enrermitte. Somewhere around one-half. 

Mr. Correr. Fifty percent ¢ 

The Cuatroman. One-half of what is produced in California ‘ 

Mr. Enrermitze. In California, yes, that is right. 

Mr. Correr. Would you identify by name and title the officials of 
that organization ? 
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Mr. Enrermutte. Ernest Adams is the president of the board, chair- 
man of the board. 

Mr. Correr. President and chairman of the board? 

Mr. EnrverMitie. | do not know what they cali him, whether presi- 
dent or chairman, but he is the head of the board, and George Brewer 
has been the manager ever since I have known about the association. 

Mr. Correr. Is a man by the name of Creech identified with the 
association in any way ¢ 

Mr. Enrermiuie. It is my understanding that he is secretary of 
the Association of Mills. They call it the Export Association at the 
present time. 

Mr. Correr. But in that capacity does he also represent the Rice 
Growers Association ¢ 

Mr. Envermiuie. Yes, I think he represents all of the mills. 

Mr. Correr. Do you know? 

Mr. Envermitie. No, I do not know definitely. 

Mr. Correr. You do not know whether he represents the Rice Grow- 
ers Association, the cooperative ¢ 

Mr. Enrermitie. What 1 know definitely is that he is secretary of 
this Export Association and that he does represent the members of 
that association, including the rice growers. 

Mr. Correr. Is he attorney for the Rice Growers Association, also? 

Mr. Envrermitie. I do not know of my own knowledge, but they say 
that he has—it has been said that he is attorney for them. 

Mr. Correr. Glenn Harris, how is he identified with the Rice Grow- 
ers Association ?¢ 

Mr. Enrerminye. He is a farmer and a member of the board. 

Mr. Correr. Of the Rice Growers Association ? 

Mr. Enrermitie. Yes. 

Mr. Correr. Does he, also, hold a position with the Department of 
Agriculture ¢ 

Mr. Enrerminie. Yes, he has been with the Department in various 
capacities for several years. Back in 1948 or 1949 he became a member 
of the Board of Directors of the Commodity Credit. Previous to 
that time he was State committeeman. 

Mr. Correr. And is he still a member of the Board of Directors of 
Commodity Credit ¢ 

Mr. EnrermMintie. No. 

Mr. Corrrer. Does he have any capacity w ith the Department at the 
present time ¢ 

Mr. Enrermiuye. I do not believe he has. 

Mr. Correr. Is he a consultant ? 

Mr. Enrermitie. He may be a consultant, but I do not know. 

Mr. Correr. Was he a consultant for the Department after he ceased 
to be a director ? 

Mr. Enrermitre. I believe that is right, for a time. I would not 

now of my own knowledge. 

Mr. Correr. Do you know when he ceased to be a director? 

Mr. Enrermin.e. I do not, I could not tell you definitely. 

Senator ArkEN. Was he a PMA director, I mean chairman in 
California, too? 

Mr. Enrersitzie. I do not believe he ever was chairman. He was 

ember of the committee. 
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Senator Arken. A member of the State committee? 

Mr. Enrermiuie. Yes. 

Mr. Correr. Mr. Entermille, would you develop the part you played 
in writing the 1948 rice bulletin, No. 1, which is dated August 51, 194s / 

Mr. Ewrermitie. I believe it will take a minute or two to do that 
if you want me to. 

It became evident early that year that there was going to be defi; 
need for price support on the 1948 crop because of the estimated out 
lets and the big acreage planted. We felt early that year—our ¢ 
rector especially, he told us, he told me.and the other two or thre 
boys that have some rice responsibility that we’d have to get a ric 
support program that would work, that the State committees and ¢| 
others had said that the previous announced programs were so 
volved that they would not work, if we did not need it. So early in | 
spring of 1948, Leroy K. Smith, who was then our director, asked 
A. J. Borton, who was one of our western region, western area Grai: 
Branch field men at the time, asked him to hold meetings in Ca 
fornia with county committe@s, State committees, warehousemen, mil! 
ers, and in the South the same way, hold several meetings, so thai 
he knew what it took to write a bulletin. And then he, working wit! 
the other boys in the branch, developed a tentative bulletin, with some 
help from me, at that time. 

Now in 1948 I left on the 7th day of June. The bulletin was stil! 
in the formative stage. And I held a meeting in California and dis 
cussed with several county committees and State committees this pre 
liminary bulletin, Mr. Borton sent to me, I think, about the end of 
June, and I sent back to them, to the director, for the use of the boys. 
comments that I got in the field that they were very favorably a 
cepted. 

And then some time in July the Administrator asked that the branc! 
put through an amendment to the original bulletin incorporating this 
purchase agreement feature. 

Then the bulletin was rewritten and approved throughout PMA, 
several different branches, including the Solicitor, approved the new 
draft of the bulletin. 

I returned on the 26th of August. and Mr. Borton a few days later, 
and Mr. Borton and I both made quite an inquiry among our folks t 
find out some of the language in this final 1948 bulletin. It is different 
basically changed from the language that we had. 

Now that was approved, I believe, on the 26th or 27th, in the A 
ministrator’s office, and printed in the Register on the 31st. 

The CuatrmMan. Will you tell us how it was changed ? 

Mr. Enrermitye. The only way I can tell you is as to the eligibilit) 
of the co-ops, a comparison. 

I have here the draft before the purchase agreement was entered 
and the final bulletin. You'd have to compare them to see. It 
excepts entire responsibility for the rice delivered by a cooperative 
from being producer-member rice, and we were, of course, when wi 
got into difficulty on it—— 

Mr. Correr. You were upset when you saw that, were you? 

Mr. Envermitie. I did not study that. There were other mat 
ters that took my time. And, of course. when we got into difficulties 
we were stuck with it. 


} 
' 
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Mr. Correr. Are you familiar with the fact that Mr. Creech bragged 
to the F. B. I. agent who interviewed him that he had written the 
section Which you have just referred to / 

Mr. Enrvermiutyie. I am familiar with that. but I would have to 
deny it, because there are too many people working on it. 

Mr. Correr. How could you deny it ? 

Mr. Enrermitie. Our boys deny it. 

Mr. Correr. Do you deny it ¢ 

Mr. Enrermitze. I think—— 

Mr. Correr. Of your own personal knowledge / 

Mr. Envermitie. He was consulted, and we consulted so many 
people and do all of the time on these bulletins and regulations that 
f can not believe and I cannot concur that anybody, any person can 
claim authorship of anything. 

Mr. Correr. You were out there, you say, in the early summer of 
1948 

Mr. Enrermiuye. I held a meeting in California. 

Mr. Correr. Did you confer with Mr. Creech at that time! 

Mr. EnrerMitie. | spoke to his group at that time. 

Mr. Correr. He was there ? 

Mr. EnrerMILLe. Yes. 

Mr. Correr. And who else, Mr. Brewer? 

Mr. EnrerMitie. Mr. Brewer and the owners or managers of the 
other mills. 

Mr. Correr. And you made some changes in the draft at that time ¢ 

Mr. EnrermMiLue. No; not at that time. I made some notes on the 
draft, not changing, not changing any substance. The changes that 
[ put on the draft were errors in computing the various grades. 

Mr. Correr. Then you say you went on vacation / 

Mr. ENrerMILLe. | went on vacation. I was on vacation and- 

Mr. Correr. When you did this / 

Mr. Envermitie. While I was on vacation, that is right. 

Mr. Correr. That you met w ith these people ¢ 

Mr. Enrermitie. Yes: but—I was on official time—lI left here on 
the 7th and visited a good many State offices on my way west, was in 
my home in Oregon a few days on vacation, and then went on official 
business again for this trip, returned and continued my vacation. 

Mr. Correr. Did I understand you to say that you sent back your 
suggestions or your corrections on the copy of the draft ¢ 

Mr. EnverMinie. Yes. 

Mr. Correr. To your associates here in Washington ? 

Mr. Enrermiuie. Yes. 

Mr. Correr. Do you have a copy of that letter / 

Mr. Enrermitye. Here is a copy of it, of that particular draft. The 
pencil notes in that draft are mine. There is no substantive changes 
itall. The ink changes are Mr. Borton’s. 

The Cuamrman. Were any changes made from the document that 
vou have just handed Mr. Cotter? 

Mr. Enrermintie. The changes made were incorporating this pur- 

nase, 

The CHAIRMAN. I am not asking that. Were any changes made ? 

Mr. Enrermutse. Yes. 

Phe CHarman. In what respect. I mean substantially ¢ 
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Mr. Envrermitie. Substantive changes are right here. [Indicating 

The Cuarrman. Will you read it—will you read what you unde: 
stood was to be in the document and what was thereafter placed «) 
substituted ? 

Mr. Enrermiuuie. I will have to have that back. 

The CHarrMan. Will you let him have that ¢ 

Mr. Correr. Yes. 

Mr. EnrerMiLie. Section 225.204 is where some of the chanves 
were made, and then in 

The Cuarman. All right. Will you read what you had O. K.\/ 

Mr. Envermitie. Now, keep in mind some of these changes hay, 
to do with this purchase agreement being incorporated in the draft 
section 225.204, eligible producer. That is this—— 

The Cuatrman. All right, I want that for the record. 

Mr. EnrTerMIL_F (reading) : 

An eligible producer shall be any individual, partnership, association, « 
poration or other legal entity producing rough rice in 1948 as landowner, | 
lord, tenant, or sharecropper. 

Mr. Correr. You are reading from the draft you had in California 
with you? 

Mr. Enrermitze. That is right. 

Mr. Correr. In the early summer of 1948? 

Mr. EnrerMiiyie. Yes, that is the one I had in June. 

The Cuatrrman. And which you O. K.’d? 

Mr. Enrermitie. That is right. 

Mr. Correr. Continue the second paragraph of that section. Dia 
you identify the section ? 

Mr. Enrermiu.e. That is the same section. 

Mr. Correr. What is the number? 

Mr. Enrerminie. Paragraph (b). 

Mr. Correr. What is the number of the section ? 

Mr. EnrerMILie. 225.204. 

Mr. Correr. All right. 

Mr. Enrermitie. Now paragraph (b) : 

Eligible association of producers. An eligible association of producers shall 
be a cooperative association of producers whose members have entered into a 
contract with the association whereby, one, each member agrees to deliver his 
entire crop to the association at such time or times as the association may desiz 
nate. Two, the association has full control of the processing and marketing 
of the rice produced by member growers. Such an association shall be eligible 
only if, one, the majority of the rights handled by such association is grown by 
grower members; two, the rive purchased from nonmembers is segregated suffi 
ciently to assure that any lo) 2 made to the association shall accurately refi 
the quantity and the average grade and quality of rice grown by member 
growers. Such an eligible association of producers shall be considered as 
eligible producer except as otherwise provided herein. 

The Cuarrman. What specific change was made in the final bullet 
that was adopted ¢ 

Mr. Enrermitie. There is not too much change in that paragraph. 
I have not checked that recently word for word to be able to say. 

Mr. Correr. Let us read now the final bulletin, the same paragraphs 

Mr. Enrermitie. All right. 225.204: 

Eligible producer. An eligible producer shall be any individual, partnership 
association, corporation or other legal entity producing rough rice in 1945 as 
landowner, landlord, tenant, or share cropper. Cooperative marketing associa 
tion producers shall be eligible for loan and purchase agreements 
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There is one change: 

Provided that, (a) the grower members are bound by contract to market 
through the association; (b) the major part of the rice marketed by the associa- 
tion is produced by members who are eligible producers; (c) the members share 
proportionately in the proceeds from the marketings according to the quantity 
and quality of rice each delivers to the association ; (d) the rice purchased from 
nonmembers is segregated sufficiently to assure that the rice placed under loan 
or delivered under a purchase agreement shall accurately reflect the quantity 
and quality of rice grown by grower members; and (e) the association has the 
egal right to pledge or mortgage the rice as security for loan. 

Mr. Correr. Is there any major difference between these two drafts / 

Mr. EnrerMitie. I do not believe there is a major change. One is 
smoothed up by the solicitors and the other is farmer language. 

Mr. Correr. This other draft that you pointed out is the one that 
you went over with the rice growers association and others in Cali- 
fornia, on which you put your stamp of approval in June of 1948, 
is that right ¢ 

Mr. EnrerMitie. Yes: it is written in farmer language. Both Mr. 
Borton and Lare farmers. We expected the solicitors to go over it and 
smooth 1t up a little, so there is not too much change there. 

Mr. Correr. Let us take the corresponding bulletin, the bean bulle- 
tin and take the correspondimg paragraph. This is Dry Edible Bean 
Bulletin No. 1, September 3, 1948. That was dated 3 days after the 
rice bulletin, is that not so? 

Mr. ENTeRMILLE. Yes. 

Mr. Correr. And the bean bulletin—I will read the corresponding 
paragraph—it is section 276.204, eligible producer. ‘That is the corre- 
sponding paragraph, is it not? 

Mr. EnrerRMILLE. Yes, sir. 

Mr. Correr (reading) : 

An eligible producer shall be any individual, partnership, association, corpo- 
ration, or other legal entity producing beans in 1948 as landowner, landlord, 
tenant, or share cropper 

That is almost identical to the rice bulletin, right ? 

Mr. Enrermitza. That is right. 

Mr. Correr. The second paragraph : 

Cooperative marketing associations of producers shall be eligible for loans 
and purchase agreements provided that (1) the association markets beans 
produced solely by eligible producing members; (2) the producing members 
are bound by contract to market through the association; (3) the association 
has authority to obtain a loan on the security of the beans, and to give a lien 
thereon; and (4) the members share proportionately according to the quantity, 
grade and class of beans each delivers to the association. 

What is the difference between those two bulletins with respect to 
cooperative marketing associations / 

Mr. Enrermitte. Under that—under the bean bulletin, the coopera- 
tive would not market anything except their member beans. They 
would not buy any, for instance. 

Mr. Correr. With the rice association it was permitted “as long as 
the major portion—— 

Mr. Enrermiuie. In their rice—this conformed with the custom 
of the bean growers. 

Mr. Correr. Our bean bulletin conformed with the objectives and 
spirit of the Price Support Act, did it not? 

Mr. Enrerminir. Yes. 
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Mr. Correr. Did the rice bulletin conform with it 4 

Mr. Envermitie. The reason the rice bulletin is different, slight 
different, it allowed them 

Mr. Correr. Is there not a preat deal of difference / 

Mr. Enrermityie. It allowed the association to go ahead with the 
normal operations. 

Mr. Correr. Would not the bean associations have normal opera 
tions as well as the rice association / 

Mr. ENTeRMILLE. Well. they told us that they did not ever buy 
any beans. 

Mr. Correr. You also ratified the bean bulletin / 

Mr. Enrermitie. Yes. | am not sure on that one, because that 
was prepared during that period, too. Ido not have any recollectio; 
of that. 

Mr. Correr. But you are positive that you ratified that draft of 
the rice bulletin and that you sent it back to your Washington subord 
nates, right / 

Mr. Enrermiuue. Yes. 

Mr. Correr. Where did you get that draft that you sent back ‘ 

Mr. Enrermitzte. It was mailed to me in Oregon from Washington, 
from Mr. Borton. 

Mr. Correr. You mean it was mailed in here with your pencilled 
corrections / 

Mr. Enrerminie. I mailed it back. 

Mr. Correr. You mailed it back to Washington ‘ 

Mr. Enrermitue. Yes. 

Mr. Correr. And then it was mailed back to you again? 

Mr. Enrermitire. No. It went into my—— 

Mr. Correr. You got it out of the file here in Washington, did 
you not! 

Mr. Enr RMILLE. There were two copies, and | have got one, and 
the other offices got the other file copy. 

Mr. Correr. Which is this copy ¢ 

Mr. Enrermitie. I am not sure. We have had them both together, 
whether this is the one I kept or the one down there. 

Mr. Correr. But they are identical ¢ 

Mr. Enrermitie. Yes. 

Mr. Correr. So that the copies you sent back were preserved in the 
files, is that correct / 

Mr. Enrermitie. Yes. 

Mr. Correr. Where is the copy of your transmittal letter ? 

Mr. Envermitpie. I have not got it. It is in the other files. I have 
the outcoming letter sending it out to me. 

Mr. Correr. You did not produce that here ¢ 

Mr. Enrermityie. I do not believe IT brought that this morning. | 
will get it for you. 

Mr. Correr. You do have it ? 

Mr. Enrermiutir. Yes. 

Mr. Correr. Will you get it so that we can insert it in the record? 

The Cuamman. It will be inserted at this point. 

The letters referred to are as follows :) 
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Exutisrr No. 39 


WASHINGTON, D. C., June 24, 1948 

Deak Frep: I have been attempting to get Ellis and Howe to go along with a 
rewrite of the rice loan bulletin, but with absolutely no success, except that 
Chuck would be willing to lower the requirement for milling test from 52 pounds 
to Whatever figure is necessary Neither of them wants to change the system 
of calculating loan rates; they stoutly maintain that California Pearl should 
have the same basic value as Southern Pearl; that the relative value of the 
different classes of rice which you based on No. 5 brown rice is unrealistic: that 
Howe's last yeur’s weightings are the only ones having any foundation in 
statistics; that the agreement or contract between CCC and the co-ops will 
adequately take care of loans to member growers without any change in the 
bulletin; and that if we pay on head and brokens in the milling test we will 
run into unending difficulties and adjustments if we take over rough rice because 
of the wide variation we would find in a second milling test. Also, that all the 
rice we get will be rice high in brokens for which there will be no market and 
that, therefore, we will be supporting the tag end of the crop which should not 
he supported 

I have talked the situation over with Grant Thompson, and we have concluded 
that the only way to get a satisfactory bulletin is for Paul Johnson and me to 
prepare a rough draft and send it out to you for your check and for the recom 
mendations of the boys in California 

I have worked with Bob Gehl and Bob Black on the technical wording. —Inci 
dentally, Gehl thinks well of our approach of paying on head and broken as a 
practical matter voicing sentiments almost exactly coinciding with Harry 
Creech’'s As you know, the most difficult problems are the basic differentials 
between the different ¢lasses of rice and arriving at the proper breakdown 
between head and broken so that too much emphasis won't be placed on the value 
of brokens 

In working out the provisions of the bulletin, we have tried to write in pro 
visions allowing associations of producers to obtain loans on what amounts 
to the rice grown by member growers and have written the storage provisions 
in such a way as to permit co-ops their storage on farms and (if we can inter 
pret that broadly) alongside track as they now do. What I would like to do is 
to consider storage such as Glenn Harris’ as farm storage subject to local 
county committee approval. If we don’t, I am afraid we will run into adminis 
trative difficulties in getting some of that kind of storage approved under the 
warehouse agreement 

We have left as last year’s bulletin the provision that the test weights and 
milling test should be on a dockage free basis. If this will bother the California 
boys, we can take care of it in the paragraph on computations of loan 

We have figured the loan rates on 100 pounds rather than a bushel basis 
Don't know whether this will be acceptable in the South, but hope so 

Black wants us to keep away from the use of the word “varieties” because 
it never appears in the official standards, so we have adjusted the wording 
in several places to take care of that. 

I am not too well satisfied with the format of the loan rates on southern 
rice—possibly this should be in the form of a table like it was last vea Also, 
lam not sure that the agreement which Howe says was signed last year between 
co-ops and CCC would not be the best way to handle co-op rice. The reason 
Il have put it in the draft bulletin is that the docket mentions it 

Please note that in the case of co-ops partial liquidation will have to be the 
saine as for an individual producer, that is, all of a warehouse receipt at one 

me. It would seem to me that that might not discommode the co-ops too much 

if they know about it in advance so that they can split up their rough rice 
holdings into blocks so as to permit milling operations on a normal basis 
Probably this point should be checked with Glenn and Brewer to see if it is 
workable 

Please check the paragraph “determination of quantity of rice” to see if it 

ll bother California to compute on a bushel basis (for test weight) and then 

nvert to hundredweight 

I have asked the boys to put in the routine provisions on purchase agreements 
when and if the board 0. K.’s them as an amendment to the docket 

In connection with column 8 on your computation of loan rates, Ellis savs 
that the figures are wrong and that they should be, respectively, from top to 
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bottom, 4.44, 4.34, 4.01, 3.55, 3.55. He then further averaged them to 4.45, 4 
3.95, 3.64, and 3.58. This apparently is because he feels your figures in colur 
4 are not middle bracket figures. 

In writing up the paragraph on loan rates, I used $4.04 as a base and | 
particularly interested in the reaction to the ratio of head to brokens. It 
pretty important that we get the ratio about right because of Chuck’s poi 
that we may have to take over too much rice with a high percentage of broke: 
I believe George Brewer should be particularly helpful in working out the corr: 
ratio. 

As I told you over the phone, I won't be able to make the San Francis 
meeting; consequently, the long letter. I am enclosing a copy of my itinera: 
as closely as I can estimate it now. Since I will have left town before you , 
back, it would seem that you would probably better send corrections to ¢} 
enclosed draft back to Grant Thompson so that they will be incorporated 
the tinal draft. Also, Art Cummings should be furnished by Grant with 
revised draft when he gets your suggested changes so that he can check 
with the southern boys. 

Yours truly, 


On train 6 


GRANT—AL—IPAUI Il am attaching a copy of bulletin with my best sug 
tions. Whether the boys don’t know or are too bashful (!) to object or t! 
suggested bulletin meets approval is undetermined. Anyway they say they 
our approach, May need some relationship charges but they feel satisfied 
think most of my changes will be understandable. Believe Art should try 
copy on South. Be sure to clear with Paul Leaming. Maybe he can go with Ar 
Let's try to be ready to go to press by August, if possible. Be sure to mainta 
copies of our method of arriving at class relationships 

t was 102° to 107° in Sacramento Valley Tuesday—about 60° in San Fran 
today 

Mail me clean copy at Baker together with any new developments in id 
Rush bulletins for other crops 

Best regards, 
FR! 

There was some objection to 15 percent moisture on part of millers—but U. s 
grade standards permit that—so no change is recommended 


Agreed to express values by using a factor on pounds rather than dol 
per hundred pounds. Some felt dollars per hundred would confuse, becaus: 
Values commercially are expressed as “milled” rice in appraisals. Check to bx 
sure my changes give the correct value answer The factors seemed abo 
right and I wouldn't change them to follow parity changes. The mill operator 
say they never discount grade 4 paddy except when mill test shows too miu 
broken—we have discounted on factor sufficiently so we may only get top | 
paddy They agreed to try flat basis this year even though State Committe: 
had recommended location differentials I told them we couldn’t get qualit 
values within the 3 to 4 cents we might be off on location. 


[(b) (1)] 


Believe we should call 3 and 4 grade “base” thus raising all qualities in 
and 4 by 10 cents. If 90 percent of parity is more than $4.04, put all of th: 
increase on Southern; that is, add 14 cents to each of Southern classes f 
each 1 cent rise in parity, then round to whole cents. (Approximately 80 p 
cent of rice in Southern Classes. ) 


The Cuarrman. That will be both the transmittal letter from Was 
ington to him and the transmittal letter from him back to Washingto 
Mr. Correr. The significant letter, of course, is the letter which 








STORAGE AND PROCESSING ACTIVITIES OF CC( G47 





wrote to Washington. You wrote that letter on the train, did you 
ot ¢ 

Mr. EnvermMitie. Yes, 1 wrote it on the train. 

Mr. Correr. Do you recall who you wrote it to? 

Mr. ENTeERMILLE. I do not recall whether I wrote it to the director 

to Mr. Borton. I think I wrote it to the director. attention Mr. 
Borton. That is usually the way we address it. 

Mr. Correr. Did you indicate in that letter that vou had been over 

= bulletin with the boys in California ¢ 

Mr. Enrermitue. Yes. 

Mr. Correr. And that it was agreeable to them now / 

Mr. Envermityie. I facetiously wrote in this letter that erther | 

ii not explained it clear enough so that they did hot understand 

they understood and accepted it—they accepted it anyway. 

Mr. Correr. I think you previously testified that vou were some 

it mystified at some of the language in the rice bulletin, that you 
got in trouble with it, and when you testified in that respect were you 
eferring to this paragraph 4 
Mr. Enrermuitte. No. The eligible rice paragraph, the next one. 
Mr. Correr. You were completely satisfied with this paragraph? 
Mr. ENTERMU LE. Well, this One we could vet along on this ohne 

right. 

Mr. Correr. And is that your only answer that the bean growers 
dicated that they only wanted to do business with their own people, 
d that the rice growers wanted to carry on their normal operations 
| would have ineligible rice 

Mr. Envermitie. Well, they explained to us, not only the Calli- 
lornla cooperatives, but others, that we contacted in the field as to 

elr normal operations. 

Mr. Correr. But by inserting that language that vou had in the 

wagraph you just referred to in the rice bulletin, did you not 
ermit a certain leeway to cooperatives to market ineligible rice 

d thus defeat the purpose of your price support program ¢ 

Mr. Enrermitie. Well, we had our choice. If we forbid them 
purchasing any rice at all it would mean no price support to their 

embers or the members would have to break away from their 
issoclation to get support. 

Mr. Correr. Did it operate that way in the bean bulletin program ¢ 

Mr. Enrerminue. The bean people at that time, there was only one 

it we felt that qualified, that is, where the money received for the 
beahs Was pooled and prorated. 

Mr. Correr. What cooperative was that / 

Mr. Enrermiuye. I believe that was the Lima Bean Cooperative 

Los Angeles. 

Mr. Correr. How about the G. L. F.. in New York ¢ 

Mr. Enrermittr. They have never—they never operated that way, 

- L understand it, the G. L. F. gives the farmers the receipt the same 
Ss the grain people do. 

Mr. Correr. Do you say that it would not be defeating the purposes 
of the Price Support Act to permit an association to market through 
(he price support program clearly ineligible rice under the purpose 
OT the act / 

Mr. Enrermitie. Well, it is a little difficult to explain just exactly. 

Mr. Correr. I think it is. , 
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Mr. Enrermitie. What went through our minds in this thing 
and association—all of them that we knew about, their normal pra 
tice was that three-quarters or four-fifths or more of the rice they 
handled was eligible grower rice. 

Mr. Correr. Well, there was only one big association involved. 
that not correct / 

Mr. Enrermitie. That year. We have had others later. 

Mr. Correr. How many purchase agreements did you honor | 
year—in other words, how many purchase agreements was their 
sold under ¢ 

Mr. Enrermitye. I do not have that figure in mind. 

Mr. Correr. Should it not come easily to you—was there not o 
one ¢ 

Mr. Enrermitie. There was only one in California. 

Mr. Correr. Was there any of any consequence in the country |x 
sides this one ? 

Mr. Enrermitie. Well, I just could not answer. There was 
too many in the South that year, because the South was able to » 
their rice that year, but farmers and any producer as is shown her 
was eligible. 

Mr. Correr. Sure, they were eligible, because they produced 
rice. 

Mr. Enrermitye. That is right. 

Mr. Correr. But you made an exception to the cooperatives. 

Mr. Enrermitie. That is right, in that. 

The Cuatrman. Let him explain that. 

Mr. Enrermitie. So long as they handled the major part e the 
rice there never was any thought that the quantity that we got, that 
they offered, would ever be greater than their producer rice. 

Mr. Correr. To take a ridiculous example, if the production » 
10 million bags, then under the bulletin as you had written it, ne 
5 million bags of ineligible rice could have been marketed at the p 
support, is that right ¢ 

Mr. Enrermitye. No, all of the rice that they produced could 
marketed. The way the bulletin was written and approved, if they 
did not sell : 1 pound of rice to anybody, conceivably they could 
liver some her rice equally we vie I guess the by could add anothe 
million according to the bulletin. 

Mr. Correr. Why was it written that way ? 

Mr. Enrermitie. To give price support to these. 

Mr. Correr. The ineligible rice ? 

Mr. EnrerMitie. No, to give price support to the members w! 
had signed the contract to deliver. 

The CHairman. You mean when you say members, members of t! 
cooperative, is that right ? 

Mr. Entrermitye. That is right, members of the cooperative, farme: 
members. 

The CHamman. In other words, the cooperative is supposed to be 
composed of producers ? 

Mr. Enrermitie. Member producers. 

The CuatrmMan. Instead of making it direct with the producers 5 
did it through the cooperatives for the reason that the cooperativ: 
were composed of producers, is that right ? 


’ 
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Mr. Enrermitie. And the producers have signed agreements to 
deliver all of their rice to Lhe cooperatives. 

Mr. Correr. But that was perfectly all right, because the coopera- 
tive just took the place of the producers; they were acting as a group, 
asa unit, is that not correct ¢ 

Mr. ENrerMInie. That is right. 

Mr. Correr. Just a minute. But this is a new element, this is 
neligible rice, this is free rice you permitted them to put in under 
the price support program by writing it in this manner, did you not 

Mr. Enrermiiyie. I think if we go into this next section where the 
differences are more apparent in the two drafts, you can see. 

Mr. Correr. If that is your desire. 

Mr. ENTeRMILLE. You can see where the slip has been made here. 

Mr. Correr. If that is your desire. 

The CHarrmMan. Before you go into that, what do you mean by 
free rice ¢ 

Mr. Correr. Ineligible rice. 

The CHarrMan. I mean, where did it come from—how did it be- 
come free—what do you mean by that? 

Mr. EnrerMitte. In 1949 all producers, there was not anything 
that a producer could do, that is, there was no acreage allotments or 
marketing quotas, all rice was eligible, provided it was of an eligible 
grade. 

Mr. Corrrer. All producer rice, you mean? 

Mr. Enrermitze. That is right. The requirement has always been 
that the title—that the grower have title to the rice and always has 
had title to it. Now when he delivered it to the Association he lost 
title in the sense that we had an individual producer having title, 
because—— 

Mr. Correr. He was acting as a group rather than as an individual. 

Mr. Enrermitsie. He had elected a board that acted. 

The Cuamman. But still it was rice grown by a member of that 
cooperative that acquired it? 

Mi. Enrermitie. Yes; that is right. Now it was normal for these 
various associations to buy rice from time to time for reasons best 
KnNOWn to them. 

Mr. Correr. For price fixing / 

Mr. Enrermitie. As near as I can—as they have explained it to 
me -they bought rice when rice sold below the support price rather 
nan sel] their own members’ mce, hecause if they sold their own mem 
bers’ rice they would return to their growers less than the support 

ice, and they wanted to maintain their place in the business. So 
from time to time—— 

Mr. Correr. This association had a rather monopolistic position in 
this industry, did it not? 

Mr. Enrermityie. Yes: in the sense of volume. 

Mr. Correr. There had been a trial. a eriminal antitrust trial in 
December last in San Francisco about this matter, has there not ? 

Mr. Enrermitie. Yes. 
Mr. Correr. You were a court’s witness out there ? 
Mr. EnrermMitue. Yes. 
Mr. Correr. Let us get back to this free rice. A dealer who might 
orner the market and pay above the support price, and then find 
mself stuck with rice, so that he could not unload at prices above 
20554 


} 


o2—pt. 1 61 





950 STORAGE AND PROCESSING ACTIVITIES OF CCC 


the support price, would not be able to put rice under this sup) 
price, as he would not be eligible; isn’t that correct 

Mr. Envermitie. No, sir. 

Mr. Correr. But was not the effect of your bulletin that if he 
in collusion with the association, then the rice could be put under + 
support program and the taxpayer or the Government would hav: 
pay the support price for it ¢ 

Mr. Enrvermiuie. I think that is right, the way this bulletin 
written he could sell to the association. 

Senator HickrnLoorrer. May I ask a question to clear that v 
point up in my own mind. 

Do 1 understand that this association then on occasions would ¢ 
out and buy rice that was below the support price, take it in a) 
intermingle it with their rice that they had received from memly 
which was eligible under the support price, and then receive the 
port price eventually for all of the rice? 

Mr. Correr. I think we will show here this morning that they d 
much worse than that. 

Senator HickeNnLoorer. I am trying to get at that. I understa: 
that you were moving along that line. I am interested in that point 

Mr. Correr. That is right. 

Mr. Entermiuye. I think we will get along faster 

Mr. Correr. Just one more question on that. Do you have an Vt! 
more to say in defense of your ratification and approval of that bullet 
with the Rice Growers Association at the time you were out th 
in June of 1948? 

Mr. Enrermitye. All I could say on that was that I talked t 
county committees and the State committees and Mr. Adams, and 
Commodity oflice, and we went over these provisions and I found 1 
disagreement. 

Mr. Correr. But, Mr. Entermille, you were the deputy direct 
of the PMA. 

Mr. Enrermitie. Well, it looked all right to me—it looked all mght 
to the other boys that had been over it. 

Mr. Correr. I will bet it looked all right to the Rice Growers A 
clation, too, did it not? 

Mr. EnrerMitie. Well, they did not object to it. 

Mr. Correr. I understand that. 

Mr. Enrermite. I think, personally, I do not believe they had « 
any intention of abusing—— 

Mr. Correr. You do not? 

Mr. EnrermMitie. Or to take advantage. 

Mr. Correr. Do you still have that opinion? 

Mr. Enrermiuie. At that time. I do not know what they did later 

Mr. Correr. I thought you put that in the present tense wher 
made that statement. 

Mr. Enrermityie. I said—— 

Mr. Correr. At that time. 

Mr. Enrermitie. At the time we went over this, I think what the) 
had in mind was marketing their growers’ rise. 

Mr. Correr. We will get to that. 

Mr. EnrerMitie. Just like we did. 

Mr. Correr. We will get to that later. 
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The Cuarrman. Wait. At that time was it customary for the 
cooperatives to buy rice other than that which was produced by their 
own growers ¢ 

Vir. Envermitie. Yes, a certain amount. Usually that occurred 
early in the year. And then in our discussion of it, the discussion 
with the Director and with the other boys and the Administrator and 
the Administ rator’s assistants, we knew from our information—that 
they sold rice right along and hoped to sell it all in their normal 
hannels. Well. it would be first-in and first-out. This purchase price 
would be gone a long time before any take over. 

The CHAIRMAN. Was there any discussion at the time as to how 

ich of this rice, that was purchased over and above that produced 

the growers, would be commingled with grower rice and then 
receive the support price ¢ 

Mr. Enrermitie. I do not think there was anyone in that group 

it thought there would be any of that rice left at the time of the 
takeover, 

Mr. Correr. You have the word “major” in there, so it must have 
been given some consideration. 

Mr. Enrermuze. ‘That is part of the act. 

Senator Arken. The cooperative law contains 51 percent. Is that 
the percentage that has to be produced by the members ¢ 

Phe CHarrMan. The members of it. 

Senator Arken. That is a minimum. 

Mir. ENTEeERMILLE, That is w here that thought came from. 

Mr. Correr. Did you understand that that might be the section 
that Mr. Creech bragged to the FBI that he wrote into this bulletin? 

Mr. Enrermitie. | do not know what section that is. 

Mr. Correr. You would be completely ignorant of that / 

Mr. Envermitie. That is right. 

Mr. Correr. You wanted to read some section in the next paragraph. 
It isa long paragraph. Will you come to the point; we have a lot of 

und to cover. 

Mi. Enrermitie. This is the one where there is a change, reading 

om the draft. 

Mr. Correr. Give the number of your paragraph. 

Che CHAarRMAN. When you say there was a change, you mean other 

in What you had approved ¢ 

Mr. Enrermittre. Yes. This is the one Mr. Borton and I worked 

tand that we agreed on. 

Paragraph 225.205 : 


Eligible rice The eligible rice shall be rough rice which meets the following 


irements: A. Such rice must be produced in 1948 by an eligible producer or 

i grower member of an eligible association of producers 

Phat is pretty definite. It has to be eligible. 

The CHarrmMan. Allright. What change was made? 

Mr. Correr. Can I interrupt there a minute? How would you 
know whether it was produced by a member—could you look at the 
rice and tell whether it was eligible if the association was allowed to 
buy free rice? 

Mr. Enrermitie. No, you would not entirely, but by the record 
you would get pretty close to it. 
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Mr. Correr. How could you—would you run a tracer on that rice 
and run it down, if it had gone through several commercial hands be 
fore it hit the association ? 

Mr. Enrermitze. Well, if it had gone through any commercial 
hands, if it had been purchased from a nonmember, it would have 
not been purchased or delivered by an eligible member, their records 
show. 

Mr. Correr. But the preceding paragraph shows if it had bee; 
bought back by the association it would become eligible again, does 
it not ¢ 

Mr. Enrermitie. That is right. Well, this, as I say, was not e: 
tirely smoothed up. There is a little bit of denial in the last para 
graph. 

Mr. Correr. This is not too pertinent as long as this previous se 
tion stayed, is it? 

Mr. Envrerm1xe. It is not entirely, but notice “C.” 

Mr. Correr. The “C” part of paragraph 225.205 ? 

Mr. Enrermitue.: Yes. That says that such rice must be tendered 
for loan by an eligible producer or an eligible association of producers 
who is the owner of the rice and who has the legal right to pledge wo: 
mortgage it as security for the loan. 

Now “C” ties into “A,” but this one over here says—— 

Mr. Correr. “C” in your final bulletin, the same paragraph? 

Mr. Enrermitte. It says— 
except in the case of eligible cooperative marketing associations of producers t! 
beneficial interest in the rice must be in the producer tendering the rice for | 
or purchase and must have always been in him or must have been in him and a 
former producer whom he succeeded before the rice was harvested. 

That is the language we have in all of our bulletins. 

Mr. Correr. But that is again 

Mr. Enrermitie. The only thing is that except in the case of elig 
ble cooperative producers. 

Mr. Correr. That is only consistent with paragraph 225.204 as 
appeared in both drafts, is that not correct—there may be a chang 
in your final draft, but it is only consistent with your 225.204 in bot 
drafts, is that not correct ? 

Mr. Enrermitie. To me this exception on the final bulletin sti 
out like a sore thumb. 

Mr. Correr. You approved it, did you not? 

Mr. Enrermiye. This final bulletin / 

Mr. Correr. Yes. 

Mr. Enrermitxe. I had no opportunity to work on this final drat! 

Mr. Correr. You suggest that they made a change without you 
knowledge / 

Mr. Enrermiie. Yes, the solicitors, or somebody, they did 
carry this thought that we had up here, we had in the very first 0 
of our draft, which said that it must be produced in 1948 by an eligibl: 
producer. 

Mr. Correr. But I think you have already agreed that paragraph 
295.204 controls, Mr. Entermille. 

Mr. Enrermitie. Controlled as to eligible producer, but eligible 
producer can have ineligible rice. I, as a farmer, can go and buy 
some wheat from you, but I can not offer it. 
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Mr. Correr. I think we have been over this. I think that I have 
made the point that I wanted to make. 

In the antitrust trial against this association and others I think you 
testified at page 1464 of the transcript that Mr. Creech had visited 
you in your office at Washington in December of 1947 on the Ist, 2d, 
tth, oth, Sth, 9th, 10th, 11th, 12th, 15th, 16th, and 17th days, and in 
March 1948 on the 23d, 24th, 25th, 26th, and 31st, and in June of 1945 
m the Ist. 2d. and 3d. 

Why was Mr. Creech in your office so much? Let us take December 
rst. 

Mr. Enrermitie. I would not know just what we were— 

Mr. Correr. Wi re you very clos se frie nds? 

Mr. Exrermitie. I have known Creech for some time. not any closer 

in lots of other people, | ul | have ky own him. He has ( alled on me 

I have been in Washington, ever since I have been in Washington, 
nce 1939, 
Mr. Correr. You knew him before you came on é 

Mr. Enrermutite. No, no; I met him first in the old Western Divi- 
ion of AAA. 

Mr. Correr. Were vou in the AAA out in Oregon ? 

Mr. ENTERM LE. Yes, And | came in. worked with the loan pro- 
gram since 1939 in Washington. He periodically makes trips to 
Washington and spends from 1 week to 2 weeks in Washington on 
various deals connected with his firm. 

Mr. Correr. Would you be buying rice from the association during 

. period in December of L945 ¢ 

Mr. Enrermitie. We could have been. We bought rice on bid basis 
from any mill. 

Mr. Correr. Was there anything mentioned in the antitrust trial to 

» effect that youl otlice may have lent themselves to price fixit or 
operations of the association out there in the fall of 19477 

Mr. Enrermitye. I do not recall anything. It was not true, if there 

Mr. Correr. In this March period of 1948 he had five visits. Would 
that be in connection possibly with the price-support program for the 
coming vear‘ 

Mr. Enrermityie. In March: no, I believe that would have been 1 
( rly. 

Mr. Correr. Certainly, in June 1948 when he came in on the 1 

d 3d, would that have been in connection with the bulletin 

Mr. Enrermitie. That could not be. June. 

Mr. Correr. June 1948. 

Mr. EnrerMitie. I left on the 7th. 

Mr. Correr. The Ist. 2d. and 3d. 

Mr. Enremiuze. I do not recall. I haven’t any record in my office 
that would indicate what he called for. He has a habit of calling when 
he is In Washington. When he 1S in Washington he has contacts W ith 
he Fruit and Vegetable Branch and other branches and attempts to 

with BAE, attempts to line up production statistics and other 
things, and he has made it a habit the last 2 or 3 or 4 years of walking 
iown from his hotel early in the morning and being there and to spend 
tor 5 or 10 minutes visiting with me before work time comes. 

Mr. Correr. Would you make a notation of a social visit like that? 
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Mr. Enrerminie. My secretary usually keeps track of all of | 
folks that come in, just a notation of the names. 

Mr. Correr. You say you cannot tell us how many purchase agre, 
ments there were? 

Mr. Enrermitce. I can find out. 

Mr. Correr. Would you not know offhand—it is not your feeling 
that this purchase agreement of 600,000 bags of rice was practica 
the only purchase agreement that you bought in the 1948 sup). 
program ¢ 

Mr. Enrermitye. I think it was the only one that was deliver 
There were others. I am sure there were others in the South. 

Mr. Correr. There were other agreements / 

Mr. Enrermitie. That is right. 

Mr. Correr. But they were not very many, were there / 

Mr. Enrermityte. That is right. We have had other agreement 
as large from Arkansas. 

Mr. Correr. You did take over about 600,000 bags, is that corr 

Mr. Enrermitie. That is the final equivalent of that. 

Mr. Correr. Yes, we will get into that later. 

The Cnamman. What percentage of the crop grown by the p 
ducers of this association would this 600,000 bags represent ? 

Mr. Enrermitte. I suspect that it might represent as much 
20 percent. 

The CuarrmMan. Twenty percent ? 

Mr. Enrermitye. Might not be that much. I would have to Jo 
at the production figures. 

Mr. Correr. You took over the equivalent of 599,851.22 hundred 
weight of rough rice? 

Mr. Enrermitte. Yes, sir. 

Mr. Correr. And you took that over in its equivalent of mill 
rice, is that right? 

Mr. Enrermitie. That is right. 

Mr. Correr. And the equivalent of milled rice was 428,554 hundr: 
weight / 

Senator Aiken. What do you mean by milled rice, is that polish 
rice ¢ 

Mr. Enrermittr. Yes. They have about 20 percent of their weig 
of rough rice which is hull, and then there is some bran, and so fort 

Senator Arken. About one-third loss / 

Mr. Enrerminye. Rice yields usually 68 to 72 pounds. 

Mr. Correr. It finally was developed that of the four-hundred-a: 
twenty-eight-thousand-odd hundredweight that you took over, fr 
this association, 394,104 hundredweight, or, approximately 85 perc: 
of it was ineligible rice, is that not right ¢ 

Mr. Enrvermityie. Other mills delivered some of this rice. 

Mr. Correr. Is that not correct, what I just stated—did you ly 
the question / 

Mr. Envermitte. Yes, sir; but I am personally—I am ter 
mixed up as to whether you can say that is ineligible rice or not. 

Mr. Correr. You are, even with what you know now you stil! 
that it might be eligible rice? 

Mr. Enrermitte. I feel that under this bulletin that even thoug 
we never intended it at all that this may qualify as eligible rice. 

Mr. Correr. Even with all of the facts you know now? 
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Mr. Enrermitie. We certainly never 

Mr. Correr. You do not feel that there was any attempt to defraud 
the Government 

Mr. EnrerMitie. As I tell you, I have got terribly mixed up on 
this particular point. 

The CuarrMan. What do you mean by terribly mixed up / 

Mr. Enrermitte. This says that they can buy rice and deliver it, so 
long as not more than half of their business is done with others. 

The CuarrmMan. You mean by that regardless of whether the rice 
is produced by the growers of the cooperative / 

Mr. EnverMityie. That is right? 

The CuarrMayn. Is that right? 

Mr. ENvTeERMILLE. Yes. 

The CHAIRMAN. When the cooperative bought the rice that was not 
produced by the cooperatives I presume that it was commingled with 
rice that was owned and grown by the cooperative members, is that 
right ¢ 

Mr. EntTerMiLie. It could have been. but I believe it was not in this 
particular instance. 

Mr. Correr. You know it was not ? 

Mr. EnrerMiuie. It was delivered, according to the investigation 
which brought out the facts, direct from these other mills. 

Senator A1rken. You mean it was milled before the cooperative 
took it over 4 

Mr. Correr. They never took it over. 

Mr. Enrermiuye. It was milled and—— 

The CHAIRMAN. Wait a minute. 

Mr. Enrermitie. The Cooperative—— 

The CuarrmMan. You say the cooperative never took it over—it 
never belonged to the cooperative ? 

Mr. Enrermiuyie. Well, that is what Mr. Cotter said. 

The CHarrMAN. What do you say? 

Mr. Enrermiuie. It was delivered to us at the warehouse in the 
name of the association. 

Che CHairman. Where did they get it from / 

Mr. Enrermitie. The investigation finds out they bought it from 
the other mills. 

Phe Cuatrrman. Did you know it at the time / 

Mr. Enrermiuuie. No: I did not know it, in fact—— 

The Cuarman. What is that / 

Mr. Enrermiuye. In fact, 1 was in Europe all of the time of this 
delivery of this rice and knew nothing about it, any of it until I 
returned. 

Mr. Correr. But, Mr. Entermille— 

The CuatrrMman. Wait a minute. Let me see if I can get that thing 

ear. You forget about your European trip. Insofar as the records 
this rice that you took over belonged to this cooperative ¢ 

Mr. Enrermitie. That is right. That is my understanding. 

The CHarrMan. I see. 

Mr. Enrermitte. We might be able to make a lot of time here, if I 

sid. 

Che CuarrMAn. It is not a question of time. We want fo get the 
facts if it takes all day, we will get the facts. 
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Mr. EnTeRMILLE. It may help you, Senator, to get to the bottom of 
all of this and your understanding of it. 

The CHAIRMAN. Suppose you do that and proceed in that way, jf 
you have the facts. 

Mr. Cotter, suppose he does that ? 

Mr. Correr. Pardon me? 

‘The CuatrMaNn. He says that he has the facts to produce to exp! 
all of that. 

Mr. Correr. I am going to give him that opportunity. You say y: 
went to Europe, but before you went to Europe you entered into 
agreement to have this rice milled, did you not? 

Mr. Envermityie. We instructed it from Washington. 

Mr. Correr. Answer the question, will you ‘ 

Mr. Enrermitie. I'd say— 

Mr. Correr. You did enter into— 

Mr. Enrermitie. I did not. The Commodity Credit office in = 

‘rancisco entered into the agreement. 

Mr. Correr. You are being technical with me now. On you 

ructions, is that not correct, Mr. Entermille ¢ 

Mr. Enrermitye. Instructions of our branch. 

Senator HickenvLoorer. I hope he asks the question. Instead 
our branch, what individual did it. 

Mr. Correr. Were you not instrumental in writing the instruct 
itself ? 

Mr. EnverMitze. I, with the help of the lawyers and our rice people, 
prepared the teletype instructions to the San Francisco Commodi \ 
office, and I have a copy of it that I will give to you. 

Mr. Corer. Mr. Entermille, what did the bulletin call for—it call 
for the delivery of rough rice, did it not ? 

Mr. Enrermisie. Yes. 

Mr. Correr. And if rough rice had been delivered this could neve: 
have happened, could it? 

Mr. Ewrerminye. | think it could. 

Mr. Correr. How could it have happened—you know the circu 
stances—we will get into them. 

Mr. Entermiuye. All the association would have had to do was 
take the warehouse receipts for the rough rice to the county committee, 
and the county committee, with the instructions under the bulletin a 
their loan instructions would determine whether the rice was eligib 
grade and would have paid them the support price for the rice. 

Mr. Corter. Let us examine that now, Mr. Entermille, and let 
review very briefly what actually happened. I think on January 26 
the Rice Growers Association of Califernia signed a purchase agre: 
ment with you for 600,000 bags of rough rice, is that correct / 

Mr. Entermiiie. With their local county committee. 

Mr. Correr. With the local county committee ‘ 

Mr. Enrermitie. Yes; paid their fees. 

Mr. Correr. And you had some discussion with Mr. Brewer, genera! 
manager of the association, prior to the doing of that, had you not, o1 
the telephone? 

Mr. Enrermitie. I do not recall any discussion on that. 

Mr. Correr. Have you not testified ? 

Mr. Enrermitie. After that—after that, when it came to deliver) 
time we talked about it. 
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Mr. Correr. Pursuant 

Mr. EnterMitie. His directors ordered him—I assumed, ordered 
him to take a purchase agreement on that rice that they had not sold. 

Mr. Correr. Pursuant to this purchase agreement on May 26 they 
issued a letter of intention to deliver the 600,000 bags ? 

Mr. EnrerMitie. Yes, sir. 

Mr. Correr. And they issued that letter to the county PMA ? 

Mr. Entermitye. Yes, sir. 

Mr. Correr. They sent you a copy of that letter? 

Mr. Envermitze. Right. 

Mr. Correr. And also another letter from Mr. Brewer to you chang- 
ing the import of what they actually said to the county PMA—is that 
substantially correct ¢ 

Mr. Enrerminte. Yes; except that it was purely in line—— 

The CHarrMan. Wait a minute, with what? 

Mr. EnrermMitte. What they said was that they declared—that they 
would deliver—that they wanted to deliver this much rice but reserved 
the right not to deliver any if they could sell it. Well, that is in line 
with our progftam. 

Mr. Correr. Let me read it so that we will have the whole thing— 
let me read the letter to the county PMA: 

SACRAMENTO COUNTY COMMITTEE, 
Sacramento, Calif. 

GENTLEMEN: The undersigned Rice Growers Association of California, in 
accord with Purchase Agreement No. 93-034-15, executed by you on behalf 
of Commodity Credit Corporation, here notifies of its intention to sell the maxi- 
mum amount thereunder and requests delivery instructions. 

Very truly yours, 
Rice GROWERS ASSOCIATION OF CALIFORNIA, 
George W. Brewer, General Manager. 

(mn the same date, May 26, 1949, air mailed to Mr. Fred Entermille, 
\ssistant Director, Grain Branch, PMA, United States Department 
of Agriculture. Washington, D. C 

Dear MR. ENTERMILLE: Herewith for your information is copy of notification 
of our intention to sell under purchase agreement with Commodity Credit 
Corporation filed today with the county committee 

We are taking this action in the light of our understanding that we may 

tinue to sell against this rice and to any available outlets and that no 
delivery instructions will be issued on behalf of Commodity Credit Corporation 
except with our consent. 

We are also grateful that in the meantime the Department is undertaking 

tind export outlets for sufficient clean rice to make further steps in this 

irchase agreement matter unnecessary 

This is a further opportunity for us to express our obligation and appreciation 

1 and your associates for the good judgment and the diligence with which 
difficult 1948 rice-crop matters have been handled. 

(nd that is signed ~" reorge W. Brewer.” 

Is it usual for a producer or an association to give an intention ot 
aeluvery as required by the bulletin, and then write a letter to the 
Assistant Director of the PMA clic tating the conditions unde rw hic h 
hey want the rice held or delivered / 

Mr. Envrermitie. Well, it was not—this was a new program. We 

ve had similar expressions from the Arkansas co-op 1n the next 
year. This being a new program, not only farmers but the manager 

his association was fearful that when he made this declaration that 
it was firm in the quantity, and even though the program is spelled 
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out definitely that they were under no obligation—they had none of 
our money and we had none of theirs—and our desire was to take as 
little as possible. He was fearful again that we would hold him to 
that 600,000 after he had sold part of it. So he was taking an added 
precaution. Well, that was purely in line with the policy. 

Mr. Correr. In line with the bulletin? 

Mr. Enrermitte. In line with the bulletin. 

Mr. Correr. Let me read—I am not making any great point of 
this—but let me read from your paragraph 225.219 (b) [reading]: 
Purchase agreement: The purchaser who signs a purchase agreement sha 
not be obligated to deliver any rice to Commodity Credit Corporation 

That is obvious 


However, the quantity of rice he specifies in the purchase agreement w 
be the muximum quantity he may deliver to the Commodity Credit Corpor: 
tion. If the producer desires to deliver rice to the Commodity Credit Corpora 
tion, he shall within 30 days following April 350, 1949, the maturity date f 
rice loans or such earlier date as demand for repayment of rice loans may 
be made, submit Warehouse receipts representing eligible rice stored in eligil) 
Warehouse storage to the county committee for the quantity of such rice he 
elects to sell to the Commodity Credit Corporation, or, in the case of rice stored 
in other than eligible warehouse storage, he shall notify the county committe: 
of his intention to sell and request delivery instructions. 

This is the point I want to bring out: 

The producer must then complete delivery within a 15-day period immediat 
following the date the county committee issues delivery instructions, unless th: 
county committee determines: more time is needed for delivery 


I only wanted to make the point that Mr. Brewer appears to be 
dictating to you or your Department, when the bulletin clearly state 
that any delays will be at the convenience of the PMA. 

Mr. Enrermityie. That is right. Of course, that was in line wit 
our feeling in the matter, because the longer he kept it the less storag: 
we had to pay, and the more likelihood—— 

Mr. Correr. Of selling it? 

Mr. ENrerMiLee (continuing). Of his selling it. 

Mr. Correr. But you actually did take it over, and the greatest 
percentage of it was ineligible rice, and you lost $731.000 on the dea 
is that not correct / 

Mr. Envermitie. That is the final figure. Of course, that wa 
because we sold it for less than we paid for it. If we could have 
kept it——— 

The Cuarrmman. Waita minute. What is that? 

Mr. EnvermMitie. If we could have kept it a year or two, we might! 
have gotten more for it. 

Mr. Correr. I want to come right to that point. I would like to 
take things in order. We are down to this delivery. 

I posed the question, I think, that if you had taken delivery of 
the rough rice under the provisions of this rice bulletin it would have 
been impossible for what appears to be a fraud to have been consum 
mated. Is that not correct ? 

Mr. Enrermiutie. I do not believe that is entirely correct. 

Mr. Correr. When a producer or an association—— 

The CuatrmMan. Give him a chance to say. He was about to say 
why. 

Mr. Correr. I thought that I would explain some more details 
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The Cuairman. He is the witness. I would like to see him give his 
answer. 

Mr. Correr. I wished to explain, as I believe we may be pressed for 
time. 

The Cnamman. What do you mean “pressed for time”? 

Mr. COTrrer. We have an open hearing at Z o'clock. We are bring 
ing in Mr. V. M. Harris. 

The Cuairman. Very well. 

Mr. Enrermiiie. This says on order of county committee that within 
15 days, unless some condition makes it impossible, and they give him 
more time, he delivers warehouse receipts, but warehouse receipts 
ould be in an approved warehouse. If they were not in an approved 
peo tebe the county committee would tell them to ship it to an 


ipproved warehouse. 
So. then. they would get it on the trade. 
Mr. COorrer. Let us examine that more « losely. Your bulleti re 
res a weigh-up, an inspection, and identification of ownership at 


the time of tuke-over: does it not ¢ 

Mr. EnverMiiie. Does now. 

Mr. Correr. It did then ? 

Mr. Enrermitie. At that time—you read it. 

Mr. Correr. Pardon / 

Mr. Enrermiuye. You just read it; you read what it said: that they 
deliver within 15 days warehouse receipts in an approved storage, or 
if it is not in approved storage that they deliver it according to instruc 
tions of the county comunittee. 

Mr. Correr. But they are paid on the basis of the quality and the 

rade al d the owners! | al d the eligibility of rough paddy rice ¢ is 
it not correct ¢ 

Mr. Enrermitie. Every car would have been inspected officially and 
veighed: that Is right 

Mr. Correr. And it would more or less have had to be at the pro 
lucer’s mills, the Asso ation’s plants, or they would have had to pro 
luce warehouse receipts of the ownership by the association of thi 

ough rice: is that not correct ? 

Mr. ENrerMILLE. Read this again. The producer must then com 

te delive ry Ww ithin 15 day period immediately following the date the 
uunty committee issues delivery instructions, unless the county com 
mittee determines more time 1s needed for delivery. 

Rice stored in other than eligible warehouse storage will be pu 
chased on delivery at points designated by the Commodity Credit 
ra wey pe 

What I am saying is this: If they had taken the rough rice from the 

ther mille and loaded it on the car and shipped it to the county com 
ittee’s direction, it had been weighed and inspected there—— 

Mr. Correr. We know now that this association never owned this 
rough rice; do we not? And how could they have delivered rough 
rice, if they never owned it, and the milling contract permitted them 
to deliver a milled product and avoid this inspection of rough rice ? 

Mr. EnrermMitte. The mill contract allowed them to deliver milled 
rice, 

Mr. Correr. You got—— 

Mr. Enrermitte. That is, buy the rough rice. 





960 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. Instead of inspection of the rough paddy rice, you g& 
inspection of a finished bag rice; is that not correct ‘ 

Mr. Enrerminie. Yes, sir. We felt that was a better inspecti: 
than an estimate. | 

Mr. Correr. I would like to go into that, but let us read part of th 
bulletin [reading]: 

Eligible rice will be purchased on the basis of official weights, grades, and viel 
determined at the time of delivery to Commodity Credit Corporation, or if su 
rice is delivered to a Commodity Credit Corporation bin site on the basis « 
and other quality factors determined by the cou 


. 


weight, grade, yield, 
committee. 

How was it possible to deliver rough rice pursuant to your bullet 
without going through those steps as required ¢ 

Mr. EnrermMitie. Well, the price-support program provides for 
fixed price per pound of head rice content, and for broken content 
the rough rice. 

Now, if you milled it and had taken out the tare, you know exact 
what you have got in head rice and milled rice. 

So, I do not see, and the folks in the Government that studied t] 
at the time say that the actual outturn of the rice, if you pay on that 
basis, could be more accurate than an estimate. 

Mr. Correr. But by entering into a contract to accept milled rice 
vou avoided the specification and requirements of delivery and inspe 
tion and ownership at that time; did you not ? 

Mr. Enrermitie. Only on the rough rice—the milled rice and the 
rough rice standards are the same. Head rice is the same, whether 
it has been milled. In order to make the test, they have to mill it in 
little—— 

Mr. Correr. In order for the Commodity Credit Corporation to pay 
the support price, there had to be delivered and had to be inspection 
of rough rice; is that not correct ? 

Mr. EnrermMitie. Except that—— 

Mr. Correr. Isthat not correct? Is that not what the bulletin says 

Mr. Enrermi.ie. That is what the bulletin says; yes, sir, now. _ 

Mr. Correr. That was not done; was it? 

Mr. Enrermitie. And the reason—— 

Mr. Correr. It was not done; was it? 

Mr. EnrerMiie. No, it was not done. 

Mr. Correr. It was not done because of —— 

The CuarrmMan. Let him testify. 

Mr. Correr. I will, but I think he will say “yes.” T would like to 
hurry. It was not done because of an instruction which went out 
under date of July 22, 1949-—— 

Mr. Enrermiie. Yes, sir. 

Mr. Correr (continuing). To your San Francisco office; is that 


; 


correct ¢ 

Mr. EnrerMiye. Yes, sir. 

Mr. Correr. And that instruction in substance—and I would 
like— 

The CHatrrman. Put it in the record. 

Mr. Correr. I would like to have it marked for the record. 

The Cuamman. Very well. 

(The instruction referred to is as follows:) 
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Exuisit No. 40 
JULY 22, 1949. 
LioLAND BALLOU, 
San Francisco, Calif.: 
You are authorized to conclude an agreement with Rice Growers Association of 
the association will agree to assemble the rough rice under 


California whereby 
‘able, bag 


irchase agreement, mill unpolished in as uniform a mix as practie 
d deliver to San Francisco. The charge for these combined services will be 
$1.36 per hundred pounds of milled unpolished rice delivered. If you arrange to 
eive the rice for storage in Stockton, you should reduce the $1.36 by any 
ing in freight over delivery to San Francisco 
rhe county and State committees will purchase the rough rice on the basis of 
e mill outturn of he ds and brokens as ey denced by copies 0 scale tickets and 
spection certificates Settlement rates are shown in the bulletin It is not 
necessary for the certificates to show head rice including 4 percent broken, but 
av show actual head rice, in which event the settlement for the rough rice will 
Inspection certificates which 


; 


be 6 cents per pound for head and 3 cents for broken 
ndieate grades 1 and 2 will make the corresponding lot of rough rice eligible for 
premium of 10 cents per hundred pounds Rice which grades No. 5 or lower 
because of factors other than brokens will not be eligible for purchase by the 
unty committee 
It is suggested that you arrange for an early conference with State committee, 
inty committee, and association representatives to arrange for presentation of 
eptable evidence for settlement purposes. Use the Commodity Purchase No. 4 
with such attachments as are necessary to complete the transaction 
Copies of seale tickets for the rough, inspection certificates for the milled 
rice and a bill of sale for the county committee, and inspection certificates and 
bills of lading for the Commodity Office ought to be sufficient accompanying 
Perhaps it would be well to have a sworn statement from the asso 


documents it 
1948, para 


ition certifving that the provisions of Rice Bulletin 1, August 51, 
graph 225.204 have been complied with should also be on file 

ephone if you have questions 

WILLIAM McArTuur, 
icting Director, Grain Branch 
Mr. Correr. That instruction in substance instructed your San 
Francisco agency to accept milled rice instead of paddy rice, to 
pay the association for the equivalent in paddy rice and to pay a dif 
ferential of $1.36 for milling: is that correct ? 

Mr. EnrermMiuyie. Yes, sir. 

Phe Cuatrman. Why did you do that? 

Mr. Ewrermiuyue. First, there was no available storage for th 
rough rice in the vicinity of any mill. In order to have gotten the 
storage to put this rough rice in, we would have had to move it out 
of line. The only storage we could think of, or could locate would 
have been at Stockton, and then back to the mills and another han 
Ling, freight on the hulls, and storage of 114, pounds, 

So in order to get it ina position to store and to sell we developed 
this program. 

Mr. Correr. Who did you develop it with ? 

Mr. Enrermitie. Developed it in Washington. 

Mr. Correr. With whom ? 

Mr. Enrermitie. With the director. 

Mr. Correr. You were instrumental in developing it, were you not ? 

Mr. Enrermutte. I took the lead, yes. I took the lead. 

Mr. Correr. Who did you-develop it with on the part of the asso 
clation ¢ 

Mr. Enrermitie. The association? We did not discuss anything 
except whether they would accept this milling charge. 

Mr. Correr. You did not discuss this milling contract with the 
association or any members of it ? 





962 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr, Enrermitie. Only the charge. 

Mr. Correr. Or representatives—pardon ? 

Mr. Enwrerminye. Only this milling fee. 

Mr. Correr. You were just dictating to them how you wanted t! 
handled ? 

Mr. Enrermiuye. Yes, sir. 

Mr. Correr. And you wanted milled rice rather than rough rice? 

Mr. Enrermiutie. Certainly. 

The Cuarrman. That was because you could sell the milled rice’ 

Mr. EnrerMiuue. Sell the milled rice and store it. 

The CHatrman. Let me ask this one question. Did you sustai: 
any losses because of the fact that the rice was milled rather than 
stored in the rough form? 

Mr. Enrermuie. I personally think we saved money by doing 

The Cuaman. Because, as you know, milled rice deteriorates muc! 
quicker than does rough rice? 

Mr. Enrermitie. This rice did not. 

Mr. Correr. Did you have a market for this rice at the time you did 
this? 

Mr. Entermitie. We thought we had a market. 

Mr. Correr. Did you have one? 

Mr. Enrermitte. We thought we did. 

Mr. Correr. Did you have any firm commitment of any kind / 

Mr. Enrermitite. We had a commitment, but it did not ever firm. It 
was allocated and the money was set up for it, but that period was 
when the Communists were pushing Chiang Kai-shek back—this rice 
was really allocated for shipment to China. 

Mr. Correr. Have you not told inconsistent stories with respect t 
that, Mr. Entermille ? 

Mr. Enrermitte. I do not believe so. 

Mr. Correr. We will come to that. 

Mr. Enrermiiyie. I may have—I may have been mistaken at times 
but I do not think—— 

Senator Hicken.Loorer. May I ask a question at this point ‘ 

The Cuarrman. Yes. 

Senator Hickenvoorer. Did the association have the equivalent of 
the milled rice to deliver to the PMA at the time this deal was made / 

Mr. Enrermitie. We did not know at the time—at the time they 
made the announcement, they did. We checked their books on that 
one. 

Mr. Correr. Pardon me, let us clear that up, Mr. Entermille. What 
did you say ? 

Mr. Entermitte. I say that on May 26, when they made their de 
laration they had the rice, member rice. 

Senator HickenLoorrer. What kind of rice ? 

Mr. Enrermitie. Rough rice 

Mr. Correr. What else happened on May 26 besides the declara 
tion of delivery which they made to the county PMA, and the letter 
Mr. Brewer wrote you—what else happened on that day? 

Mr. Enrermitee. I do not recall anything. 

Mr. Correr. Do you not recall that it has been developed that they 
entered into three options with three mills in California? 
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Mr. Enrermitie. Yes, that is right. That had been developed later. 
| did not know at the time, in fact, did not know that at all until the 
trial. 

Mr. Correr. You were on quite close relationships with these people, 
were you not ¢ 

Mr. Enrermitte. Fairly close. It was a big deal, and we were. 

Mr. Correr. You think they were deceiving you at that time / 

Mr. Enrermiutie. They certainly never told me about this. 

Mr. Correr. Do you think they were deceiving you ? 

Mr. EnrerMiuie. I do not know. 

Mr. Correr. You mean you have no convictions about the matter 
at this time, even though you say you did not know where they got 
this rice at that time—would you answer that ? 

Mr. Enrermitie. I would have to say this, that I knew nothing 
whatsoever of any options or any purchases at that time. 

Mr. Correr. But you did know of the relative remaining inventory 
n the territory of California—I think you have so testified. 

Mr. Enrervitie. Yes; there at the time of the milling contract the 
supply was getting down, so that about 600,000 hundredweight would 
be all that would be available. ; 

Mr. Correr. Actually, it was determined this was a very inferior 
grade, that these mills found they had on hand at the end of the 
season ¢ 

Mr. Envrermitie. There has been some letters to that effect, but 
the rice they delivered to us all graded 4 or better. 

Mr. Correr. Can you not do some covering up of sins by milling 
poor quality rough rice into smooth rice ? 

Mr. EnrerMitie. [n small quantities, but your total grade will drop. 

Mr. Correr. Let us get back to this option. I would like to read it 
intothe record. There are three of them. 

Senator HickeNnvoorer. Just before you get into the options, if this 
is a Slight breaking point, I would like to ask the witness this question. 

At the time the cooperative made its declaration of delivery of 
this rough rice were you convinced then that they had the rough rice 
to deliver ¢ 

Mr. Enrervitie. They said they did. IT had no reason to doubt it. 

Senator Hickenvoorer. You believed then that on their declara 
tion of delivery they would follow through and deliver the rough 
rice Which they had to deliver ¢ 

Mr. EnrerMiuie. I hoped that they would not deliver any. 

Senator HickeNnLoorer. Was that vour belief ? 

Mr. Enrermitie. Any to us. 

Senator HickeNLoorer. How is that? 

Mr. Enrermitie. At that time I fully expected that this rice 
would they would be able to sel] if and we would not get any rice, 
even though they made that. 

Senator HickeNLoorer. Were you led to believe and did you believe 
that they actually had the rice to deliver that they stated they had 
in their declaration or that they would deliver ? 

Mr. Enrermitie. Yes; I was sure they had the rice at that time. 

Senator HickenLoorer. Now then they later—I am trying to get 
at this point of whether you were deceived or not—whether they 
deceived you—later they did not deliver the rough rice in accordance 
with their offer, but they delivered milled rice, is that the case / 
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Mr. Enrerminie. Yes; we entered into a contract for them to change 
their rice from rough rice to milled rice. 

Senator HickenLoorrer. And did you know at the time that the 
delivered or that. you entered into the contract for the milled rice that 
they had gone out and purchased the milled rice from some ineligib|; 
millers or sources ¢ 

Mr. Enrermitie. No; I just did not know anything about that pa: 
of it. 

Senator Hickentoorer. Now then, let me ask you this, had y 
known that they were going out to buy, or had gone out and bought 
this milled rice from ineligible sources would you still have pe: 
mitted them to come in and sell it to the Government / 

Mr. Enrermitte. We would certainly have objected to it. 

Senator Hickren.Loorrer. Then do you believe that you were deceiv: 
by these people or misled by them ¢ 

Mr. Enrerminye. I think we were misled later at the delivery tiny 
but back at the time they made the announcement— 

Senator Hickenvoorer. Of their intention to deliver, is that wh 
you mean by the announcement / 

Mr. Enrermitye. That is right. 

Senator HickenLoorer. That is when I say you relied upon the 
intention to deliver, but in the whole transaction you now say that 
you were misled or de elved by these people ¢ 

Mr. Enrermitite. Well, they could have—they could have operated 
just as they did and delivered us—kept all of their own rice and took 
this purchased rice to take care of their regular business and stil] 
wound up with really eligible rice. 

Senator Arken. I thought you said at the time of the delivery th 
the supply was getting low. 

Mr. EnrerMiuie. Yes. 

Senator Arken. But there would not have been much more tot 
supply than the amount which was delivered ¢ 

Mr. Enrermitie. That is just an over-all observation. We hav 
wav of knowing who owned it or where it went. 

Senator Arken. You had no records of where it was? 

Mr. Corrrer. Did you say you did check their records at the time 
of the delivery intention and that they did have enough rice on hand ‘ 

Mr. Enrermitye. I believe our C. and L. report will verify that. 

Mr. Correr. I have their minutes dated May 19. Did you have the 
C. and L., your Compliance and Investigation group go out and che 
as of that date / 

Mr. Enrermitie. They later checked the books. 

Mr. Correr. Did you make any effort to check at the time of this 
intention whether they had this rice or not ? 

Mr. Enrermitie. No; we relied entirely upon their statement. 

Mr. Correr. I understood you to say that you checked. 

Mr. Enrermitie. No: it was later found. 

Mr. Correr. That they did have it ? 

Mr. Enrermitie. That they had it. 

Mr. Correr. I am not sure of that. Here are their minutes of 

May 19, 1949. 
The CHatrrman. Whose minutes? 

Mr. Correr. The minutes of the association, the Rice Growers Asso- 

ciation of California, in which they said that they had a total of 
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663,000 bags of milled rice for sale and shipment during the balance 
of the season. Against this 663,000 bags. “we had sold on April 30 
approximately 270,000 bags, leaving about 395,000 unsold.” So they 
did not have it, did they ¢ 

Mr. Enrermitie. They had physical possession of it. They could 
have filled their order by purchased rice. 

Mr. Correr. Their minutes did not reflect that they had. 

Mr. Enrermitye. It was sold, but undelivered and they still carried 
that in their inventory. They had possession of it. And they could 
ave filled their sales from other rice. It isa common practi 2. 

Mr. COTTER. Under the | eway they had in the bulletin ? 

Mr. Enrerminie. Yes. And it is a common practice among mills. 

Mr. Correr. That you approved / 

Mr. Enrermitie. I would have had, had I known all of the facts 

the case, would have taken steps to have attempted to pull back into 

ne, but after the facts it is a little hard sometimes. 

Mr. Correr. Let us read this option into the record. It is dated 
May 26, 1949, and it reads as follows: 

The undersigned hereby agrees to sell and promptly deliver to Rice Growers 
\ssociation of California at the latter's option such quantities of paddy rice as 
may not exceed an amount equal to 50 percent of the volume of paddy rice which 
Rice Growers Association of California may deliver under its Purchase Agree 
ment No. 93-084-—15 with Commodity Credit Corporation 

The said option shall be exercised from time to time by Rice Growers Associa- 

of California notifying the undersigned in writing within 5 days next fol 
wing delivery instructions to Rice Growers Association of California on an\ 
paddy rice under such purchase agreément 

rhe paddy rice delivered hereunder shall be as nearly as possible similar in 
rade and delivery location to that deliverable by Rice Growers Association of 
California to Commodity Credit Corporation and the price hereunder shall be 

ounts equal to those receivable by Rice Growers Association of California 

1 Commodity Credit Corporation for corresponding quantities adjusted for 

itive grades and delivery locations 


(And that 1s signed by L. J. Zebal of Rosenberg Bros. & Co. 
Now there were identical options with the Woodland Rice Co. 

iC. B. Grosjean. Is that not correct ? 

Mr. EnrermMitye. That is right. 

Senator Aiken. Th t is dated May Y6 ¢ 

Mr. Correr. The same date as the intention of delivery to Com 
Mmocity Credit Corporation. 

It has been developed at this trial, in this other criminal case, 

it not, Mr. Entermille, that as to these options there was no 

nsideration given for them, and under the California law they 
}not amount to a purchase, they were revocable / 

Mr. ENrermintie. 1 do not know whether that was developed or 


t 
( 


Mr. Correr. You do know that when you paid the California asso 
ation of rice growers for this rough rice that they immediately 
paid these three firms their respective amounts of the support price 
for the rough rice and that they never took possession and gave them 
the same price as they received from the Commodity Credit Corpora 


+ 


tion, 1s that correct ? 
Mr. Enrerminie. I think that has been developed. However, the 
ce was all shipped in the name of the association and arrived at the 
storage polnt. 
Mr. Correr. That was also a deceit, was it not? 

20554—52—pt. 1 62 


r 
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Mr. Enrermitte. That is a customary practice. 

The CuarrMan. Let him get through with his answers, Mr. (¢ 
ter. 

Mr. Enrermitze. A rice mill under the terms—under their cus 
tom, if they sell 10 cars of rice they buy 5 cars from this other mi! 
and 2 cars from another mill, and it is all shipped in the name of 
the original contractor. 

Mr. Correr. To the Commodity Credit Corporation? 

Mr. Envrermitie. Not necessarily—well, it may have been done 
to Commodity Credit Corporation. 

Mr. Correr. What we are talking about are the terms of the tra: 

Is not this price-support program particular and peculiar to just 
support price, or is the Government out supporting price of co: 
mercial mills if they find at the end of the season that they have a dit 
ficult time getting rid of it? 

Mr. Enrermitie. We just do not do that. 

Mr. Correr. You did it in this case, did you not ? 

Mr. Enrermitie. We did it in this case, because the associatio: 
had a right to buy some rice. We had no way of knowing unti! 
after it was over where that rice came from. 

Senator A1rken. You say that Mr. Creech is the attorney, both for 
the cooperative and for these other rice dealers—represents them al! 
when he comes into Washington ? 

Mr. Enrermitie. Yes. 

Senator Arxen. And on the face of it, it looks as if he was using the 
cooperative to bail out the other companies. Is that the conclusio: 
that you came to! : 

Mr. Envrermitie. Yes. You would come to that conclusion. 

Senator A1rkEN. Do you know if the cooper ratives made a profit o1 
this rice which they took from these people ? 

Mr. Enrermitie. No; they paid the full amount that they got for it 

Senator Arken. They did not make anything? 

Mr. Enrermiye. No. 

Senator Arken. They simply loaned their name and their busine: 
establishment to these other people ? 

Mr. Enrermitie. They say that they were doing the Government a 
favor, because the Government needed the rice for this China shipment 

Mr. Correr. Were they doing the Government a favor? 

Mr. Enrerminxe. It turned out they were not. 

Mr. Correr. They were not to the extent of $731,000. 

Mr. EnrerMinie. Yes. 

The CHAIRMAN. Suppose you had consummated that deal that was 
in contemplation to ship that rice to China, what then ? 

Mr. Enrermitie. The rice would have went on the ship at cost. 

The CuatrMan. What caused your losses, the market going dow! 

Mr. Enrerminte. The fact that that outlet was gone, and the mark 
was lower, and the fact that we had the rice and the Army outdealt us 
The Army got the rice, increased their appropriation by getting a 
cheaper produc t. 

Mr. C a rer. In the interests of saving time. I would like to intro 
duce the milling contract dated the 26th of July 1949, between t! 
Commodity Credit Corporation and the association whereby they 
to receive milled rice for rough rice, 


f 
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(The contract referred to is as follows:) 
ExuHipir No. 41 


AGREEMENT BETWEEN COMMODITY CREDIT CORPORATION AND RICE GROWERS 
ASSOCIATION OF CALIFORNIA 


[HIS AGREEMENT made and entered into by and between the Commodity 
Credit Corporation, a Government corporation, hereinafter called Commodity, 
and Rice Growers Association of California, a California corporation, with its 
principal place of business in Sacramento, Calif., hereinafter called Association 

WITNESSETH : 

1. Whereas Commodity did on the 26th day of January 1949, enter into a 
purchase agreement with Association whereby it was agreed that Commodity 
would purchase 600,000 bags of rough rice of the 1948 crop from said Association, 
Jl pursuant to the terms and conditions of Rice Bulletin No. 1. 

» Whereas Commodity desires that all rice delivered under said purchase 
agreement shall be in milled form and, 

3 Whereas Association is willing to deliver said rice in milled form pro- 
vided it is reimbursed of certain costs in connection with assembling, milling, 
bagging, and delivering said rice: Now, therefore, it is mutually agreed as 
follows: 

4. Association will assemble such rough rice as it desires to deliver under 
purchase agreement hereinabove referred to, and will submit scale weight 
tickets evidencing the amount of rice so assembled 

5. Association will mill unpolished rice so assembled in as uniform a mix as 
practicable and will bag and deliver the same to Stockton, Calif., as directed by 
Commodity 

6. All milled rice delivered shall be packaged 100 pounds net in new or No. 1 
used 36-inch, 12-ounce or 10.4-ounce burlap bags, or in new 36-inch, 2.28- or 2.35 
vard osnaburg bags. Bag seams shall be closed by machine sewing or carefully 
hand sewed to insure acceptance by common or other carrier for safe trans 
portation for export shipment at the lowest rates in effect 

7. Prior to shipment, the Association shall plainly mark each bag with durable 
nk or paint to show the name of the commodity, class and grade, net weight, 
ommodity code, name and address of mill, and such other markings as CCC 
may prescribe prior to shipment A marking compound of lampblack and 
kerosene mixture, or any other marking compound which might penetrate the 

mtents of the bag, or is not waterproof and permanent shall not be used 

8. Commodity will purchase the rough rice on the basis of the milled out 
turn of head rice and broken rice as evidenced by copies of weight tickets and 
nspec.ion certificates of the milled rice 

» Commodity, through the PMA State and county committee, will pay to 
Association for the rough rice at the rate of 6 cents per pound for milled head 

ce and 3 cents per pound for milled broken rice. There shall be no tolerance 

broken in head rice insofar as payment is concerned 

10. Grades 1 and 2, as evidenced by the inspection certificates of the milled 

shall entitle Association to a premium payment of 10 cents per hundred 
pounds of rough rice In computing the amount of rough rice, a deduction 

10 percent for dockage will be charged 

ll. Milled rice which grades No. 5 or lower because of factors other than 

cens will not be eligible for purchase by commodity or the State and county 

mmittee of PMA, nor shall Association be entitled to payment for any services 
endered in connection with such rice. 

12. Commodity will pay to Association for assembling, milling, bagging, and 
delivering milled rice as herein provided, 1.535 dollars per hundred pounds if 
lelivery is made by barge or 1.308 dollars per hundred pounds if delivery is 

ide by truck. Delivery shall be f. 0. b. dock at Stockton, Calif 

Title to the rice shall remain in Association, together with the risk of 
ss thereto, until delivery f. o. b. dock, pursuant to instruction from Commodity 

1. Association shall deliver to Commodity scale-weight tickets for the rough 

e, weight tickets and inspection certificates for the milled rice, a sworn state 

ent from Association that the provisions of paragraph 225.204 of Rice Bulletin 
1, dated August 1, 1948, have been complied with, and such other documents as 
Commodity shall require evidencing compliance with the terms and conditions of 

sugreement, the purchase agreement, and CCC Rice Bulletin 1 
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15. The vendor represents that he is either a manufacturer of or a regu 
dealer in the materials, supplies, articles, or equipment to be manufactured 
or used in the performance of the contract and that he is therefore qualitied 
to enter into the contract under the provision of the act of June 30, 1946 (Wals! 
Healey Public Contracts Act, 41 U. S. C., sees. 35-45). All other provisions, rey 
resentations, and stipulations required by that act to be inserted in pub 
contracts insofar as applicable are incorporated herein by reference. 

16. Association in the performance of this agreement shall not discrimi) 
ugainst any employee or applicant for employment, because of race, creed, co 
or national origin. 

17. This agreement, or any claims arising hereunder, shall not be assig 
in whole or in part No convict labor shall be employed in carrying out a 
provisions of this agreement. No Member of, or Delegate to, Congress, or a 
Resident Commissioner, shall be admitted to any share or part of this agreeme 
or to any benefit to arise therefrom, except that this provision shall not be « 
strued to extend to their interest in any incorporated company, if the agreems: 
be for the general benefit of such corporation or company. 

18. This agreement shall terminate on delivery of all of the 1948 rice er 
under purchase agreement with association or by September 15, 1949, which: 
date is later, unless an extension of time is agreed upon. 

Dated this 26th day of July 1949. 

COMMODITY CREDIT CORPORATION, 
By Roitanp F. BatlLou, Contracting Offic: 
Rick GROWERS ASSOCIATION OF CALIFORN 
By Grorce W. Brewer, General Manager 


The Cuatrman. I again ask the reason why this rice was milled 
was It because you were making a sale, or you thought you were making 
a sale to China ? 

Mr. IENTERMILLE. It seemed almost sure that the rice would 
needed before new rice came. 

Senator Aiken. You mean on July 26, 1949, you were planning 
make a deal to sell rice to China ? 

Mr. Enrerminie. The Chinese condition was getting worse ever 
day. 

Senator Arken. What finally broke up the deal with China / 

Mr. Enrermitue. Well, the State Department, ECA never— 

Senator AIKEN. They stepped in ¢ 

Mr. Enrermitie. They never did set money up for the rice. 
into storage. 

We made a mistake by selling that rice to the Army in the fa 
They would have given us our money back the next summer. 

Senator Arken. Chiang Kai-shek was still running the shov 

hina when they stopped shipping rice to him ? 

The CuarMan. That is why they anticipated selling the rice to 
Chiang Kai-shek, because of that, but it fell through because of t 
successes of the Communists, I presume. Is that right / 

Mr. Enrvermityie. That was one of the reasons we had it milled. 

Mr. Correr. You certainly did not have it milled to store better / 

The Cuairman. You could not. 

Mr. Enrermiuyie. Well, not to store better. 

Mr. Corrrer. There was some testimony at the Whitten hearings 
that is why you had it milled so it would store better. 

Mr. EnTerMILLE. It was easier to store. 

Mr. Correr. It did not keep as well. 

Mr. Enrermitye. It kept all right. 

Mr. Correr. I mean, it would not keep as well as it would in the 
husk, would it ? 

The Cuarmman. It would keep as long. 

Mr. Correr. That is right. 


; 
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The CuHatrman. But would keep as well for 1 year, is that right? 

Mr. Enrermitte. Yes. 

Mr. Correr. Did you have a market for it at the time it was milled 
and delivered to you ? 

Mr. Enrermitpie. There is one other reason. 

Mr. Correr. Did you? 

Mr. EnrerMILie. A prospective market. It just depends. We did 
not have a positive market, let us say it that way. 

Mr. Correr. I want to get into this China thing. I want to get in 
there Mr. Entermille’s statements with respect to it. 

The CHainmMan. Mr. Cotter, what we want are the facts. 

Mr. Correr. I may be a little too impatient. I do it in the interests 
of time. however. We were coming to these very points, you see, this 
apparent fraud would have gone undetected if the FBI had not de- 
veloped it in connection w ith their investigation in the antitrust case. 
That has been developed, has it not, Mr. Entermille? 

Mr. Envermitte. I do not know whether that—they found it first, 
let us put it that way. 

Mr. Correr. You people had not found it up until that time, had 
you! 

Mr. Envermiuie. That is right; you are right. 

Mr. Correr. And then there was an investigation by the FBI and by 
your C. and I. office / 

Mr. Enrermiise. Yes. 

Mr. Correr. And asa result of those investigations a criminal fraud 
case was brought against this Rice Growers Association for their par- 
ticipation in these acts; is that correct ? 

Mr. EnrerMiuue. Yes, sir. , 

Mr. Correr. And those indictments are still pending ? 

Mr. ENTerMILie. Yes, sir. 

Mr. Correr. There is also on file or in contemplation a civil suit 
to recover the S731,000 which was lost by the Commodity Credit 
Corporation in this transaction, is that correct ¢ 

Mr. Entrermitte. I believe that or under the criminal fraud they 
would recover the whole amount. 

Mr. Correr. There wasacivilaction. Well,in connection with this 
nvestigation you were interviewed and a statement was taken from 
you by your own Compliance and Investigation Division; is that not 
correct ¢ 

Mr. Enrermiuir. Yes. 

Mr. Correr. I would like to read that statement. 

Mr. Enrermitte. All right. 

Mr. Correr (reading) : 

Fred D Entern ille, make the following statement freely and voluntarily 
Normal S. Smith known to me as a representative of the Office of Compliance 

and Investigation. 

m Deputy Director, Grain Branch, PMA. In 1949 I was Assistant Director 
the Grain Branch and as such was connected with the over-all administration 
the rice price support program 
The circumstances surrounding the sale by the Rice Growers Association of 

fornia, Sacramento, Calif., in 1949, of approximately 40 million pounds of 

rice of the 1948 crop—approximately 60 million pounds rough basis 
as follows 

Under the provisions of the 1948 rice price support program as set out in 
Rice Bulletin 1, dated August 31, 1948, the association executed a purchase agree- 

nt with the Commodity Credit Corporation—CCC—on or about January 26, 
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1949, covering 600,000 100-pound sacks of 1948 crop rough rice. This purcha 
agreement entitled the association to deliver such quantity to CCC if an offer ot 
delivery was made prior to May 30, 1949. I do not recall when the executi 
of this purchase agreement first came to my attention, but at any rate no sig 
nificance would have been attached to it since under the terms of Rice Bullet 
1 an eligible producer could execute a purchase agreement, for any quantity 
rice if the service fee was paid 

On or about May 26, 1949, the association, by George W. Brewer, gene 


manager, notified the Sacramento County, Calif... PMA committee of the asso 
tion's intention to deliver the maximum quantity. 
this notification with a letter, the text of which is as follows: 

“Herewith for your information is copy of notification of our intention to sé 
under our purchase agreement with Commodity Credit Corporation, filed tod 


Brewer sent me a cop 


with the county committee. 

“We are taking this action in the light of our understanding that we ma) 
tinue to sell against this rice into any available outlets and that no deliver 
instructions will be issued on behalf of the Commodity Credit Corporation exce; 
with our consent. We are also grateful that in the meantime the Departme: 
is undertaking to find export outlets for sufficient clean rice to make furthe: 
steps in this purchase agreement matter unnecessary. 

“This is a further opportunity for us to express our obligation and appreciat 
to you and your associates for the good judgment and the diligence with w! 
the difficult 1948 crop rice matters have been handled.” 

I do not recall the exact circumstances which preceded the issuance 
notification by the association, except that Brewer and I probably had telep 
conversations regarding what the association ought to do to preserve its rig 
under the purchase agreement, and that I probably told him that a notic 
intention to deliver should be made. At no time did I urge Brewer to issue 
notification because of anticipated ECA outlets for rice in China. Any initiat 
in the matter was taken by Brewer or other representatives of the associat 
since it would have been to the interest of CCC not to have to take over the 
under the price-support program, at least at that time. On the other hand, Cc‘ 
had an obligation under the purchase agreement to fulfill it in accordance wit! 
Rice Bulletin 1 The letter quoted above, which Brewer sent me, had 
significance as far as I was concerned, because the notice of intention to ce 
is not binding in itself upon a producer, and the above-mentioned letter sin 
stated what was already implicit. Brewer probably wrote the letter 

measure to make it clearly understood that delivery wonld 
have to be made except if agreeable to the association. At this point T consid 
that CCC had an obligation to take over such portion of the entire quantit 
rough rice as the association desired to sell under its purchase agreeme! 
that CCC had the responsibility for issuing delivery instructions for the rice 

CCC had no firm export outlets at that time and, therefore, it was not 1 
interest of CCC to issue such delivery instructions which would have in 
arrangements for milling and storage. The association was agreeable 1 
press for delivery instructions and was agreeable to hold the rough rice for 


ol 


precautionary 


time being at its various storage locations 

Beginning about May 1, 1949, ECA officials had begun making inqnirs 
the availability of rice for shipment to China. 'These inquiries and this inter 
continued until sometime in the later summer or early fall of 1949. However 
ECA requisition which would have covered the entire amount under the pure! 
agreement—and possibly more—was delayed again and again because 
deteriorating Nationalist situation in China and eventually the idea of rice s! 
ments to the mainland of China had to be abandoned and such a requisit 
was never issued. 

In view of the possibility of the ECA requisition, I hoped that it would 
received before CCC had to take delivery under the purchase agreement »s 
the requisition could have been filled by bid and offer procedure for clean r 
which would have relieved the pressure for delivery under the purchase ag 
ment, and would have obviated the necessity of CCC taking delivery under 
and having to contract for the milling 

CCC definitely was not interested in acquiring this rice under the purch 
agreement in order to avoid having to go out on a bid and offer basis to get 
similar quantity if the ECA requisition came through. In my opinion, | 
upon past procurement experience, direct procurement would not have for 
up the price of rice even at the end of the marketing season. since CCC w: 
have been the early buyer—— 
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Mr. EnrerMiuir. It is “only buyer,” is it not / 
Mr. Correr. Probably | continuing]: 


For the export market and could have rejected prices which were not reason 
nie 
Thus the matter remained in status quo from May 26 until sometime around 
ily 15, 1949. I still considered CCC obligated under its purchase agreement 
ssue delivery instructions and also obligated to clear the way for storage of 
he new crop if possible. At about this time Brewer, who presumably was 
ecoming anxious to move the rice, requested that arrangements be made to 
msummate the transaction. This culminated in the milling contract of July 
26, 1949, under which CCC took over the rice in milled form. Since I still hoped 
that the ECA China requisition would come through, the rice was milled in a 
rm suitable for Far East consumption and it was placed in storage at Stock 
CCC had to 
matter of 


i 


Calif., where it could be loaded on ocean vessels. At any rate 
ce the rice and whether it would be in rough or milled form was a 
dgment. 

Mr. Entrermiuyie. Isthere not more to that statement ? 

Phe CuarrmMan. What is that ? 

Mr. Enrermiuue. There is more to that statement. 

Mr. Correr. Yes; I am breaking there, and I want to compare that 

th your testimony, that you gave as a court witness at the antitrust 
riminal trial in December, last fall. in response to questions pro 
pounded by the defense attorney. 

The CuarrmMan. This whole statemeat will go into the record / 

Mr. COTTER. Yes, if will. | will come to it and read the rest ot it 
wter, Mr. Chairman. 

This is a question by the defense attorney 

Question. Do you recall when Mr. Creech was in Washington in July and you 
sked his assistance about working out the milling then in connection with the 
HOO.000 bags of paddy, do you remember you told him that you wanted to get 
his rice in milled form to ship to China? 

Answer. I think it was pretty well common knowledge that is what we were 
ng to do with it It seems on the basis, after we had worked out this milling 
rin on the basis of the milling payment, when added to the price support 


irg 


it we were getting some pretty cheap rice. It made a pretty cheap price 


ed with what we would pay private individuals 
Question. Under that arrangement you got the rice 
Answer. Yes; that is right 
Question. Below the market, didn’t you? 
Answer. Well, below what we had paid in recent programs 
Question. Below what you were getting at competitive bid basis during that 
+40 vear? 
Answer. We hadn't purchased any rice for some little time, a month or two 
three prior to that. The southern rice was pretty well all cleaned up at that 
me and this was about the only rice left And we had—in talking with the 
tate Department, we had confirmed to them that, to the best of our knowledge, 
was about two cargoes left in the United States as surplus over our domes 
needs 
Question. Did the State Department want those two cargoes? 
Answer. Yes; they wanted them provided they could get them in ahead of the 
mmmunists 
Question. What do you mean by that. get them in ahead of the Communists? 
Answer. In China at that time—this rice was earmarked, of course, they 
to furnish something to the Nationalist Chinese. Congress had appropriated 
ney for that purpose The State Department, that was part of their job to 
that Chiang’s armies were supplied at that time 
Question. Was there some urgency and rush about getting these two cargoes 
dy for shipment to the Chinese Nationalists? 
Answer. There was a rush and there wasn't Finally turned out that they 
didnt ever take them because the Communists proceeded a little faster than they 
1 planned, and it took—had to plan on about 30 days after shipping. That 
by the time it was loaded, took about 30 days was about as fast as you could 
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get it over there, so that they—they didn't want to have to spend 30 days buyin: 
it and then 30 days on the water, because the rice might land where they didn’: 
want it to land by the time they did that. 

Question, In other words, the Chinese Communist armies were pretty m 
shoving the Nationalists on the mainland at that time, weren't they? 

Answer. When I left and advised them it looked like we were going to hay 
the rice ready on the dock any time they had a ship, they were very pleased. 

Question. Do you remember that—— 

Answer. There was one other point that they made with us on this rice 
I don’t know whether it has anything germane at all to this case, but the 
basis of parity, the parity prices in effect at the time in July—even in Jum 
if was apparent support levels of the next year’s crop of rice would be in th 
neighborhood of $1 a hundred higher on paddy rice. And [ don’t Know b 
what I even discussed that some time with either Mr. Creech or Mr. Brew: 
that the farmers would be better off to keep this rice and sell it under th¢ 
higher support market that would be evidenced the next year 

Question. Hadn't you told Mr. Brewer you needed this rice in connecti 
with the fight against communism, and you would appreciate it, appreciate | 
setting something done in a hurry? 

Answer. Oh, we wanted rice. 

Question. You told Mr. Brewer that, didn't you? 

Answer. Yes. 

Is that not almost in direct conflict with the statement that yo 
gave to your investigating agent? 

Mr. Enrermitie. Well, it looks like I was kind of led away there 
for the time being. 

Mr. Correr. Does it not look as if you were making a patriot 
gesture out of this fraud that these rice growers apparently operated 
on the Government ? 

Mr. Enrermityie. Back at the time. during that summer, with th: 
State Department boys and others calling us every day, we certain|) 
was trying to cooperate with them in every way to get rid of 
rice, to get rid of the surplus rice and to do our part along that lin: 

Mr. Correr. But in your early statement you said at no time did 
you ever urge Brewer—at no time did you ever have any commitment 

The CHatrmMan, I think he stated that several times. 

Air. Enrerminie. I never urged Brewer on this thing. 

Mr. Correr. I think your testimony would indicate that you had. 
that it was in great demand, yet in your statement you say that t! 
Chinese situation degenerated to nothing before that. 

Mr. Enrermitie. Not before that, but before fall, probably. 

Mr. Correr. I think the record will reflect what ie said in ve 
statement and I think so will the testimony that I read. 

Now you also say in this testimony that you were getting pret 
cheap rice. Do you mean by that that you were getting it cheaper 
than if you had not had to take it over under the support, that 
were doing a favor to you by giving you this rice—what did you mea! 
by that ? 

Mr. Entrermtitie. Well, the rice was cheaper than the last rice 
purchased. 

Mr. Correr. Well, you said you were getting pretty cheap rice. By 
that did you mean it was cheaper than the last rice you purchased 
But it was not very cheap, it was ineligible rice, and you paid sor 
thing like $6.38 a hundred for it, and you had to se Ii it later to | 
Army for $5 ve you lost $731,000-odd on it ? 

Mr. Enrermite. That is hindsight, that it was not cheap, but had 
we 
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The CuarrMan. What did the Army use it for ¢ 

Mr. ENtTerRMILLE. They took it to Korea. 

The CuatrMan. Took it to Korea / 

Mr. EnrerMitie. Japan, I guess, they took that to Japan. 

The CHarrMan. That was the commodity price at the time, was it? 

Mr. EnrerMitte, ‘There is not any market price really on that, on 
hat Eastern Asiatic type of milling. 

Phe CHarrMAN. We are talking about the market price here. 

Mr. EnrerMiuie. We figured that is all we could get for it, really. 

Senator ArKeN. Five cents a pound? 

Mr. EnrerMItite. We had one other offer. legitimate offer, I believe, 
it $4.60, something. 

Mr. Correr. Why would the association have sold it under the sup 
port price if it could have moved off in the market at a better price 

in equal price ¢ 

Mr. ENrermMintie. Well, there was not any market right then, is why 
they did it—end of the season—terrifically large, the biggest crop they 
had ever had up to that time « oming on and needed all of the room. 

Mr. Correr. It was all gone, was it not, at this time but just this 
inferior rice / 

Mr. Enrermitie. But they wanted—I do not see how you can say 
that this was inferior rice. 

Mr. Correr. Was there not evidence in your files to reflect that it 
was‘ 

Mr. EnrermMutte. That evidence that we have is it graded one ? 

The CHatmrMan. As to grade, did it comply with the rules and 
regulations / 

Mr. Enrermitne. Yes. 

Mr. Correr. But it did not—you entered into this agreement cut 
ting down the requirements of your bulletin, so that inspection could 
be made of milled rice: is that not correct / 

Mr. Enrermityier. The milled rice and the Inspe tion of rough rice 
san estimate of what it will mill. 

The CHarrMan, That is all it is. 

Mr. Enrermitye. That is all it is. When you have it already milled 
vou know what you have got. 

Che CuarMan. That is right. 

Mr. Correr. You do not see any discrepancies at all in this testi- 

ony with respect to the China situation ? 

Mr. Enrerminie. Not serious. 

Mr. Correr. Do you feel—— 

The CHarrMan. What was the difference in time ? 

Mr. Enrerminye. I do not mind admitting to you, and you know 
itas well as I do, that I am not necessarily a cood witness. I tried to 
give what information— 

Mr. Correr. I think you are quite an excellent witness. 

Mr. Enrermite. I try to give the best information I can and to tell 
the truth as much as I can all of the time. 

Senator Aiken. What was the difference in time between the two 
statements ? 

Mr. Correr. May 18, 1951, you gave the statement to your com 
pliance and investigation agent. 

The Cuatrman. I presume that was done in your office ? 

Mr. Enrermitie. In my office. 
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The Carman. And the other testimony was given in court ¢ 

Mr. Enrermitie. After a day and a half on the stand. 

The Cuarmman. I will concede right now there may have been dis 
crepancies and the atmosphere in which it was said you can attribute 
good deal to that. 

Senator Arken. Both sets of testimony refer, however, to the san 
earlier period. There were no developments between May and De 


cember. 

Mr. Correr. This was brought out at the beginning of your test 
mony by the defense attorney who was defending this criminal case, 
that right ? 

Mr. Enrermitye. I do not know where it came in the picture. 

Mr. Correr. Did the change have anything to do with the fact that 
you conferred with the defense attorneys or associates of that associa 
tion before you took the stand? 

Mr. Envermitie. No, sir. 

Mr. Correr. You did not confer with them / 

Mr. Enrermiute. I met them in the courtroom and in the hotel. 

Mr. Correr. They did not know what your testimony was going 
to be? 

Mr. Enrermitye. No. 

Mr. Correr. You had not had any talk whatsoever with them ‘ 

Mr. Envrermittr. Not as to the testimony. 

Mr. Correr. You are under oath, you know ? 

Mr. Enverminyie. Yes. 

Mr. Correr. Mr. Entermille? 

Mr. Enrermitir. Yes. If anybody says I did, why, they are mis 
taken. 

Mr. Correr. And you did not discuss the case that was being tried 
or what your feelings were about the whole thing? 

Mr. Enrermitie. No, sir. Well, you know when you meet people 
you may say something. 

The CuarrmMan. But there was no private talk, was there / 

Mr. Enrermityie. No, sir. 

The Cuarmman. Behind closed doors? 

Mr. EnvrerMiLle. No. 

The CHarrMan. Whatever talk there was about the case, so far 
you know, was made in the open ‘ 

Mr. Envermittr. That is right. 

Mr. Correr. Continuing on with your statement—that you gave 
the written statement on May 18, 1951. 

I do not believe that discussions were ever held between me and Brewer! 
any representative of the association as to whether rice acquired by the asso 
tion from other than grower members was eligible under Rice Bulletin 1. Neith: 
had the question ever arisen in any other connection. However, it was <« 
intention in preparing Rice Bulletin 1 that cooperative marketing associations of 
producers would be allowed to carry on their normal marketing activities a 
thus be permitted to deliver to CCC rice which might have been acquired tf 
nonmembers including commercial mills. At no time did I specifically know (1! 
the rice which CCC acquired under the purchase agreement was rice acquired 
from nonmembers of the association, although this could have been the cas 
due to the normal! operations of the association. At the time of the executior 
the milling contract, I specifically did not know that the association's invent: 
of paddy rice was then depleted or practically depleted. At no time was I aware 
of the existence of any options furnished the association by Rosenberg, Grosjea! 
and Woodland, nor did I at any time know that the association contemplated 


, 
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acquiring rice from these firms for the express purpose of delivery to CCC under 
the purchase agreement, nor did I know that such delivery in fact was made 
here was no reason for me to suspect that such a situation existed since the 
association is itself a large handler of rice and could have acquired the quantity 
called for in the purchase agreement through normal operations leaving the 
commercial mills in a position to have disposed of their 1948 holdings on the open 
market. I was aware that 60,000,000 or 70,000,000 pounds was the estimated 
surplus of California paddy rice, but, as stated above, considered that it could 
have been held by the association through its normal operations, If the rice 
was acquired by the association for the express purpose of delivery to CCC after 
the association’s own inventory of paddy rice was depleted and had I known 
this at the time of the execution of the milling contract, I would have considered 
he rice as ineligible for delivery to CCC and would not have consented to the 
execution of the milling contract without consultation and advice of my superiors 
n the Department of Agriculture 

\s against that statement, I would like to read from the transcript. 

The CuatrmMan. That is about what you testified here this morning ? 

Mr. Enrermitie. Yes. After they had gone ahead and operated on 
the basis of their interpretation of the bulletin and delivered this pur 
chased rice, then I began to get mixed up. I do not know whether 
t was technically permissible for them to do it, but I certainly, if we 
had had a chance to head it off before they got into it, we would have 
done everything we could have to stop it. They would have had to 
deliver it on court order. 

Mr. Correr. Are you now testifying—is that a legal opinion you 
are giving / 

Mr. Enrermutte. I do not know. 

Mr. Correr. Do you know what your solicitor’s opifion is with re 
spect to the eligibility of this rice / 

Mr. Entrermitie. I do not know what they have said recently. I 
know they said—and I have said that we never intended anything like 
this to come into the bulletin. 

Mr. Correr. Are you familiar with this memorandum of March 
‘7, 1951, to Mr. Kruse from the deputy solicitor / 

Mr. EnrermMiutie. Never have seen that. 

Mr. Correr. Never have seen that / 

Mr. EnrermMinie. No. 

Mr. COTTER. In which he vives three grounds on which the rice 

is eligible ¢ 

Mr. Enrermitire. No: I have never seen that. 

Mr. Correr. One, that the rice was obtained by the association from 
dealers expressly for delivery to Commodity Credit Corporation ? 

Mr. Enverminie. | have never seen it. 

Mr. Correr. Two, that the association did not own the rice, or, 

ree, the rice was not of eligible quality. Do you mean you have 
een this close to this picture all of this time and you are not familiar 

th that ¢ 

Mr. Envermicyie. This is proof that I am not the whole operation 

the rice program, because they have never showed me that memo- 

I dum. 

Senator AiKEN. Do the solicitors pass on your rules and regulations ? 

Mr. EnrerMitie. Sure, every one of them. They passed on this 

lling instruction. 

Senator AIKEN. They passed on the regulation which permitted 
the co-op to use 1!) percent Y 

Mr. Enrermityte. Yes; this one here; yes. 
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Senator A1rken. They passed on that? 

Mr. EnrerMi.te. Sure. 

The Cuarrman. They passed on the milling contract, too? 

Mr. Enrermitie. Yes; the regional solicitor passed on that. 

Mr. Correr. That is your testimony, Mr. Entermille? 

Did they pass on your instructions to the San Francisco office 

Mr. EnrvrerMicyie. Yes. 

Mr. Correr. Those instructions were signed by, I think, M 
Kruse—no; they were not signed by Kruse. 

Mr. Enrermitie. McArthur and I discussed those. 

Mr. Correr. Actually you prepared them. 

Mr. Enrermitye. I discussed those instructions with Mr. Krus: 
Mr. Harris.: I think he was here at the time. 

Mr. Correr. Do you know? 

Mr. Enrermitte. A member of the board. 

Mr. Correr. Have you read Mr. Kfuse’s statement on the off 
position of the Department of Agriculture as expressed by Mr. Krusi 
to the Whitten committee recently ¢ 

Mr. Enrerminue. Yes, sir. 

Mr. Correr. And does he not say that the rice is ineligible o 
proximately the same basis as I have just read ? 

Mr. Enrerminie. Yes. 

Mr. Correr. Well, then, you did know ? 

Mr. Enrermiutze. I did not—never saw that one—never knew. 

Mr. Correr. Are you being a little technical with me, Mr. Ent: 
mille? 

Mr. Enrermitie. No, sir. I saw the Whitten report, Mr. Kruse's 
testimony, and other memorandum. I think that was to the Whitt 
committee that said that the position of the Department was that t 
rice was ineligible or words to that effect, but this particular me 
orandum from the Solicitor to Mr. Kruse I have never seen, and d 
not know it existed. 

Mr. Correr. We will go back to your statement in which yor 
if you had known that this would have ever been the casi 
would never have permitted it? 

Mr. Enrermitie. I would have tried to prevent it happening. | 
cause that is our program, to support rice through the producers, » 
and simple. 

Mr. Correr. Let me read some testimony here again addressed 
you by the defense attorney when you were a court witness. You ws 
called by the judge, which is a pretty unusual situation; is that 
correct ¢ 

Mr. Enrermityie. That is what they said. 

Mr. Correr (reading): 

Question. Did it make any difference to you where Mr. Brewer might bh 
purchased some rice in connection with this program? 

Answer. We had no requirement that the purchases be identified in 
way 

Question. In other words, all Mr. Brewer had to de was to deliver 600,00 
bars of rice, if that was the final arrangement? 

Answer. If he desired to do it. 

Mr. Enrermitie. Relying upon this language here. 

Mr. Correr. You are interpreting that—— 

The Cuatrman. When you say “this language here” you mean t 
bulletin ? 
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Mr. Enrermityie. That is right. 

Mr. Correr. You are giving a legal interpretation to that? 

Mr. Enrermiite. | would not attempt to give a legal interpretation. 

The Cuarrman. Are you a lawyer? 

Mr. EnrTerRMILLe. No, sir. 

The Cuarrman. A farmer? 

Mr. EnrermMitie. Yes. 

Mr. Correr. Were you not testifying as an expert in this trial— 
was not your testimony received as such on this bulletin? 

Mr. Entermitie. That is right. An expert. 

Mr. Correr. There was an acquittal here; is that not correct é 

Mr. Enrermitze. Yes, sir. 

Mr. Correr. And did you, also, testify before the grand Jury ? 

Mr. Enrermiute. Yes, sir. 

Mr. Correr. And was your testimony before the grand jury and 
at the trial the same? 

Mr. Envermitye. I think so. 

Mr. Corrrer. You do? 

Mr. Enrermiie. Yes. 

Mr. Correr. Let me continue. 

Mr. Entermitie. There certainly was not an intention to be any 
different. 

Mr. Correr. Let me continue reading: 

Question. Now during that period of time, in the light of his letter to you, 
don’t you recall that Mr. Brewer told you that he was continuing to sell his 
member rice, through this regular channels—Puerto Rico, Hawaii, United States? 

Answer. Well, I ain sure he did and I expected and we always expected, that 
our price-support program never deprived a regular business channel of their 
rice. In fact, we have to amend some of our programs in order to keep from 
hoarding at time. 

Question. In that connection, didn’t he also tell you, Mr. Enterville, that he 
was covering himself in connection with his declaration of 600,000 bags of rice 
by tying up rice from other sources? 

Answer. I don’t recall whether he mentioned the sources or the quality, 
but time after time he assured me that he would have the rice. 

Question. He would have the rice in July if that were necessary? 

Answer. Any time we called for it. 

Question. Yes; and any time 

Answer. Either by an invitation to sell it to us, or if we didn’t get that, definite 
funds to buy the rice, it would be delivered under the purchase agreement 
program. 

Question. Well, did you at that time have any objection to Mr. Brewer pur 
chasing nonmember rice in connection with the fulfillment of this contract? 

\nswer. No; he had a right to, under his agreement. 

I want to stop right there. Do you see any distinction between that 
and your other statement ? 

Mr. Enrermitie. Well, ves. 

Mr. Correr. It is directly contradictory, is it not ? 

Mr. Enrermitye. I do not believe so. 

Mr. Correr. You do not ? 

Mr. Entermitie. No. All of this time that he was talking about 
covering himself buying rice, had he used that rice to take care of 
his own business, his commercial business, he would have had back 
here this producer rice for us. Now on a last-in and first-out basis 
he could continue to buy every day. 

Senator AIK} N. However. he did not have enough producer rice on 
hand, did he—he would have had to have bought this to make made 
he 600,000 bags ? 
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Mr. Enrermitie. The point I was making is that he could hav, 
maintained an inventory of 600,000 right along. 

Senator Arken. But there would not have been any to go out a1 
buy, if he had had the inventory. 

Mr. Envermitie. We would have had to buy from him. 

Senator Arken. Because this 600,000 was about all there was lef 
around there. 

Mr. Enrermiuie. But as he sold out of his, if he had bought son, 
from somebody else—you see there Was much more than 600,000 bac! 
there. 

Senator Aiken. In the area? 

Mr. Enrerminyie. In the area’? And the 600,000 or 700,000 was t! 
estimated final quantity that would be left after all of the know 
business was taken care of. 

Mr. Correr. Let me read just another question and answer : 

Question. Didn't Mr. Brewer tell you at the time he spoke about tying up the 
rice, so he would be able to deliver it, that he was tying up nonmember rice fror 
other mills? 

Answer. I can’t recall exactly how this matter was cleared. That has be: 
3 years ago now, nearly. But there wasn't any question in my mind, becaus 
he had to do that. His total business amounted to more rice than his member 
had delivered. He had to buy rice to keep doing business 

Question. You say there was no question in your mind about that? 

Answer. The program was written so that it required an eligible associati: 
to do the major part of its business among contract members 


In your statement you indicated that you would have shown ore 
surprise, that you would have prohibited it. In your testimony her 


you indicated it is all right. 

Mr. Envermitie. We are talking about two different things—what 
I am talking about is options, these options to be executed only if 
delivered—he was not hurt or nobody would have been hurt if thos: 
had been denied, that is, no farmer would have been, no cooperative 
farmer would have been injured, and the association would not have 
been injured to deny the acceptance of those options, but had t! 
association acquired rice to take care of their customary business ar 
still had the farmers’ rice they would have been hurt had we refused to 
take It. This Is the thing that I would have denied had I know 
about it. 

Mr. Correr. And again, did you write your rice support bullet 
to take care of any bad judgment or anything on the part of | 
association ¢ 

Mr. Enrerminie. I do not think that ever entered into our minds 

Senator Aiken. The ones who actually profited from all of this wer 
the Rosenberg Bros., the Woodland Rice Co., and C. B. Grosjean Ric« 
Milling Co.; they were the ones that actually got rid of the rice that 
they wanted to? 

Mr. Enrermitie. They got rid of the rice. I am not sure they 
profited by getting rid of it. 

Senator Aiken. The cooperative did not profit, the United States 
Government did not profit. If anybody did, it must have been these 
people. Why were they willing to dump this, was it because in anti: 
pation of the new crop coming on and they wanted to clean up? 

Mr. Enrermitie. They needed every bit of storage they could get 
for the new crop. . 
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Senator Arken. But if anybody profited at all it would have been 
these three companies ¢ 

Mr. Enrermitie. Yes. 

Mr. Correr. Now the delivery instructions issued to the Sacramento 
PMA Committee contained in the original letter of July 29, 1949, to 
E. H. Spohr, chairman of the State PMA from Roland F. Ballou, 
PMA officer, specifically set out in the first paragraph as follows: 

The Sacramento County the Rice Growers Associa- 


tion of California to deliver all rough rice under subject agreement to mills owned 
and operated by the association 


ACA Committee will direct 


I would like to introduce this delivery notice of July 29, 1949, in 
the record at this point. 
The Cuatrman. It will be made a part of the 


record. 
(The delivery notice dated July 29, 1949. Is as 


follows :) 
Exnipsir No. 42 


DEPARTMENT OF AGRICULTURE, 
AND MARKETING ADMINISTRATION, 
COMMODITY CREDIT CORP., 
San Francisco, Calif., 
lo: E. H. Spoor, Chairman, State PMA Committee, Berkeley 
From: Roland F. Ballou, Director, PMA Commodity Office 
Subject: Delivery of Rough Rice 


L’RODUCTION 


July 29, 1949 
. Calif 


Under Purchase Agreement No. 93-034—-01 
Executed January 26, 1949, by the Rice Growers Association of California 

The Sacramento County ACA Committee will direct the Rice Growers Associa 
tion of California to deliver all rough rice under subject agreement to mills 
owned and operated by the association The rough rice will be weighed on 


receipt at mills and scale tickets issued for delivery to the county committee 
outlined below 


The San Francisco PMA Commodity 
odity Credit Corporation, a contract with the association 
iilling, sacking, ete., and delivery of such milled rice for the 
nodity, f.0.b. docks, Stockton, Calif Four copies of this agreement are en 
osed It will be noted that the contract in essence provides that the delivery 
f the rough rice covered in the purchase agreement will be in the form of 
milled rice. The following procedure has been outlined in order to accomplish 
settlement of the purchase agreement deliveries 
The association will mill 
periodically reports to the 
following information 
Lot number 
Weight of rough rice ce ered 
Grade of milled rice 
+, Weight of milled head rice 
Weight of milled bre 


is 


Office has negotiated in behalf of Com 


for assembling, 


i 


account of com 


various lots of rough rice received and will prepare 
county committee These reports will reflect the 


KeTIS 


Sworn statement certifying that the provisions of Rice 
IN48, paragraph 225 


sulletin 1, August 31, 
204 have been complied with as to the rice covered by 
the report. This report will be received by the 
original sworn cops and three ndditional copies 
This report will be supported by 


county committee in an 


1 
| 


rough rice scale tickets (mentioned in first 
iragraph of the memorandum), one copy of milled rice inspection certificate 
ind one copy of weight certificate An additional copy of the report, to which 
vill be attached one copy each of pertinent rice inspection certificates and weight 
ertificates, will be mailed to the PMA commodity office in San Francisco direct 
the association The original inspection certificate and weight 

will support the processing voucher and will be submitted directly 
Francisco PMA commodity office by the association 

The report, when received by the county committee, will serve as the 
for preparing Purchase Agreement Settlement Form CP—4. 
form will not be filled out 
will be affixed 


certificate 
to the San 


basis 
Part 2 of the CP-4 
except that the notation “see attached schedule” 


The original sworn and three copies of the association report 
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will be attached to the CP-—4 form and respective copies. The rough rice scale 
tickets should also be attached to the original of the CP—4 form. 

The following formula will be used in making settlement : 

1. Six cents per pound will be paid for milled head rice. 

2. Three cents per pound will be paid for milled brokens. 

3. Those lots of rough rice which, after milling, result in grade 1 or 2, sha 
be paid a premium of 10 cents per ewt. of the rough rice in the lot after deducting 
an agreed 10 percent dockage from the weight of the rough rice. 

t. Milled rice which grades No. 5 or lower, because of factors other thar 
brokens, will not be eligible for purchase, nor shall the association be entitled 
to payment 

The calculations may be made on the report form and the total arrived for 
settlement will be entered in the “Total settlement value” space on the CP—4 forn 
The association may desire payments to be made during the progress of the 
deliveries, and it is believed that the above instructions will permit the making 
of settlements on a lot or group of lots basis. 

Shipment of milled rice will be under the direction of the PMA commodity 
office in San Francisco. The association will be responsible for shipments unt 
proper delivery has been made f. o. b. docks at Stockton, Calif. Any loss or 
damage claims will be settled through the San Francisco PMA commodity office 
facilities. All material resulting from the processing operations, other than 
eligible milled head rice and milled brokens, such as hulls, screenings, etc., will 
be retained by the association. 

Mr. Correr. You had amended instructions dated August 3, 1949, 
the second paragraph of which reads as follows: 

The Sacramento County ACA committee will direct the Rice Growers Associa 
tion of California to deliver all rough rice under subject agreement to mills 
operated by the association. 

It was either owned or operated by the association, is that not 
correct ¢ 

Mr. Enrermitye. I never saw the contract until after I got back 
from Europe. 


Mr. Correr. Well, you saw it then, and those were the delivery in 
structions, is that not correct ? 

Mr. Enrermitie. Yes. 

Mr. Correr. I would like to read your testimony on that point. 


Question. Well now, when you discussed that subject matter with Mr. Creec! 
did you care whether the rice was milled by RGA, the Rice Growers Associatior 
directly, or whether it was toll milled by Rosenberg, Grosjean, Woodland, or any 
other mill? 

And then there is an objection. 

Mr. Enrermitte. [ can tell you. 

Mr. Correr. You finally get an answer and the witness says: 

No, the same charge could be applied wherever. That was the maximum amount 
which the Government would pay for this exchange of a given quantity of paddy 
rice for the equivalent milled rice. 

The CuarrmMan. Did you want to say anything there? 

Mr. Correr. There is another question and answer. 

Mr. Enrermiutte. The instruction went out to Mr. Ballou to make 
this contract and he called in the State committee, and the rice people, 
and the Solicitor and his folks and made the arrangements. 

Mr. Corter. At your instructions as contained in 

Mr. Enrermitie. On the basis of this July 22 teletype. 

Mr. Correr. In this teletype? 

Mr. Enrermitie. Yes. Those instructions wound up by saying that 
it would be well if we got a certification from the association that they 
were in conformance with this. 
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Mr. Correr. With that particular section ? 

Mr. EnrerMitie. Yes. 

Mr. Correr. Why did you feel that it was necessary to put that in 
there / 

Mr. Enrermitzr. As an additional instruction to them to be sure 
that the rice was eligible, both. 

Mr. Correr. Were you conscious of the situation ¢ 

Mr. EnrerMi.ue. No. 

Mr. Correr. That it might not be eligible ¢ 

Mr. Enrermitie. We often point out certain sections of the bulletin 
that cover a point of an agreement. 

Mr. Correr. I think according to your testimony before us this 
morning and the testimony you gave at this trial practically all rice 
was eligible. 

Mr. Enrermitie. Well, this says that the grade has got to be equal 
to the average. F 

Mr. Correr. But you get away very far from producer rice. 

Mr. EnrerMILyie. Yes. 

Mr. Correr. I want to finish this question and answer: 

Question. And the same amount would apply whether it was milled in the 
Rosenberg mill, the RGA mill, the Grosjean mill, or the Woodland mill; wouldn't 

Answer. That's right 

Question. And you didn't care where that was milled, did you? 

Answer. No; and we also arranged for, in case we got a storage nearer to 
the point that we were discussing, that we would recapture savings in freight. 

Your testimony would appear to be in direct conflict to the delivery 
order instructions. 

Mr. Envrermitie. I do not believe—I do not believe that is right. 

Mr. Correr. Did you hear me read those ? 

Mr. Enrermitie. Yes, but it was getting late in July, harvest starts 

30 days or so, 40 days, and it may well have been with 600,000 
bags of rough rice that the association might want to employ another 

I. 

The Cuatmrman. The contract called for it to be milled through the 
ssociation ¢ 

Mr. Enrermitir. Yes; the contract made with the San Francisco 
office and administered by them while I was in Europe. 

Senator A1rkeEN. Do you know where it actually was milled; did you 
ever know that? 

Mr. Enrermitite. Well, with the information since developed, I 
think I would be safe in saying that part of it was milled in associa- 

on mills, part in the Rosenberg mill, part in the Grosjean mill. 

Senator ArkEN. Was it mostly milled in the mills of the people 
who furnished it ¢ 

Mr. Entrermiuye. Yes. 

Senator AIKEN. Probably right there ? 

Mr. Enrermitie. Yes; probably right there. 

Senator Arken. Thirty-odd-thousand bags, and so on. 

The CuarrMan. The milling was under contract, and regardless of 
vhere it was milled, you paid the same milling charges ¢ 

Mr. Enrermize. In writing our instructions we did not specify 
inything about where it was to be milled. 

Mr. Correr. You testified, I think, this morning that you did not 
expect much rice to show up‘ 
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Mr. Envermue. I did not. 

Mr. Correr. And did you testify to that before the trial ? 

Mr. Enrermuie. There are two things, if the rice did show up | 
expected that the Chinese thing was going to take it. 

{r. Correr. Were you surprised when the rice showed up? 

Mr. Enverminie. I was surprised when I got home and found that 
we still had that much rice. I thought it was going to go one way 
or the other before that, either be purchased « - be loaded after it 
was purchased. 

Mr. Correr (reading) : 

Question. And did it come to your attention—did the quantity of rice ther 
delivered to the docks at Stockton come to your attention then? 

Answer. Yes, sir. 

Question. Were you surprised at that amount? 

Answer. I was surprised there was any left there, because I expected the 
requisition and loading of this rice out on the program that we had talked 


about all spring and summer. 
Question. And were you strprised at the quantity which had been delivered’ 


Answer. No, sir. My surprise was that it hadn’t been loaded out. 

Mr. Enrermitie. Well, it could have gone either way, you see. 

Mr. Correr. Do you have some interest in this association that 
would make your testimony lean their way, do you have friends that 
you are trying to protect in this association? I am asking you sev 
eral questions, but I think you can answer them all one way or tak 
them one by one. Did your relationship with the members or friends 
of this association permit at the outset a bulletin that was particularly 
favorable to their operation ? 

Mr. Enrermitxe. No, sir. 

Mr. Correr. As it turned out in this whole price-support operatior 
for the 1948 crop, this was the only purchase order that was actual], 
handled, where delivery was consummated, and it cost the Govern 
ment $731,000, and you admitted in your statement that you were ver) 
surprised and if you had known about it you certainly would not hav: 
permitted it; is that not correct? 

Mr. Envrermiuyie. Yes; if I had known about these options—that 
part of it. 

Mr. Correr. But at the trial you testified that they had a right to 
do it and that it was all right in substance. 

Mr. Enrermitie. I think that was before the options came out i1 
the discussions. I never had seen or heard of these options until ther 

Mr. Correr. Is that right? Let us go back to your statement. Do 
you not mention it? 

Mr. Enrermittr Well, yes; I will back up on that one, sure, but 
I had never seen the option or known what it actually meant; I cd 
not believe—— 

Mr. Correr. Well, now, which is it; that you had never heard of 
them or never had seen them? 

Mr. Enrermiute. I heard of them, because the investigators showed 
me, told me about the options when I made that statement in th« 
spring, when I told him that I would have tried to stop them if | 
had known. 

Mr. Correr. Do you recall that Glenn Harris gave a statement t 
the FBI that in a meeting in your office with another member of th 
association he had cautioned you to make very sure that this rice was 
producer rice of the association ? 
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Mr. Enrvermiize. I do not recall that. 

Mr. Correr. Do you recall that he made such a statement! 

Mr. Envermiuie. No. 

Mr. Correr. Do you deny that he made it! 

Mr. Enverminte. I do not recall of him every making a statement 
like that. ; 

Mr. Correr. Have you ever been questioned before about that point ! 

Mr. Enrermitie. No; 1 do not believe so. I donot recallit. I may 
have. It is kind of difficult to keep absolute on these things going 
over sO Many years. 

Mr. Correr. I hope you will bear with me, Mr. Entermille. You are 
in public service and as an investigator it is very difficulty for me to 
understand certain of your conduct in connection with this rice 
program of 1948. As a result of that I would appreciate it if you 
would answer a few questions with respect to your personal finances, 
and so forth. 

Mr. Ewnvrermiuie. Yes, sir. 

Mr. Correr. Would you be glad to do that ¢ 

Mr. Enrermitie. Why, sure. 

Mr. Correr. Well, give me your net worth; your rough opinion of it. 

Mr. EnrerMiL_Le. Somewhere around $75,000. 

Mr. Correr. Seventy-five to one hundred thousand ¢ 

Mr. Enrermitie. One hundred thousand dollars. I have to add 
it up. 

Mr. Correr. And what was your net worth in 1945, approximately ¢ 

Mr. Enrermitie. Oh, I had—net worth now—I have some farm 
land that is worth considerably more now than it was then, but in 
actual increase in cash or securities I have been able to save $1,500, 
$2,000 a vear since then. 

Mr. Correr. Since when ¢ 

Mr. EnTerMILie. 1945; yes, sir. 

Mr. Correr. You have been able to save $1,500 or $2,000 a year? 

Mr. EnrerMiuie. Yes. 

Mr. Correr. And have you purchased any stocks ¢ 

Mr. Enrermitie. A month or so ago I had extra money in the bank. 
I bought 100 shares of Potomac Electric. Other than that I have no 
investments except in E bonds. 

Mr. Correr. Except in E bonds? 

Mr. Envrermityie. That is right. 

Mr. Correr. Do you have a bank account or bank accounts ? 

Mr. Enrermiuye. I have a bank account. 

Mr. Correr. Where are they? 

Mr. Enrermiuie. McLachlan. 

Mr. Correr. Any place else? 

Mr. Enrermitie. No, sir; except in Oregon. I have some old 
accounts that have been there all of the time, my old home town. 

Mr. Correr. Is that your home? 

Mr. Enrermitie. Yes. 

Mr. Correr. Where is that? 

Mr. Enrermiye. In Baker, Oreg. 

Mr. Correr. Do you have any interest in any bank accounts other 
than in your own name? 

Mr. Enrermitie. My wife and I. 
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Mr. Correr. Just your wife and you? 

Mr. Enrermitie. Yes. 

Mr. Correr. You do not have any under any relative’s name or 
friend’s name? 

Mr. Enrermitze. No, sir. 

Mr. Correr. Or a fictitious name? 

Mr. Enrermitte. No. 

Mr. Correr. Do you have a safety-deposit box? 

Mr. Enrermiuze. Yes. 

Mr. Correr. Where is that? 

Mr. Enrermitye. In Baker, Oreg. 

Mr. Correr. Do you carry any sizable amounts of cash with you? 

Mr. Enrermiye. No, sir. . 

Mr. Correr. Do you make a practice of cashing any checks that you 
do not deposit ¢ 

Mr. Enrermiuie. Usually I cash my expense-account checks as cash; 
that is all. 

Mr. Correr. That is the limit of it? 

Mr. Enrermiuie. Yes. 

Mr. Correr. Would you be willing to submit to one of our invest 
gators your income tax and your other personal records, so that ws 
might remove any possibility that you had other income than fror 
any project that might be dissociated with your work? 

Mr. Enrermitye. I would be glad to. 

Mr. Correr. That is fine. I do not believe I have any more 
questions. 

The Cnatrman. Are there any questions? 

Senator Arken. No. 

The Cuatrreman. Thank you very much, Mr. Entermille. 

Mr. Envermiie. I am sorry to be so involved in here. Here 
one letter that 

The Cuamman. Was there anything else you desired to add. M: 
Entermille ? 

Mr. Enrermiter. I would just add that T have been a farmer. 

The Cuatmoan. I do not mean in defense of yourself. 

Mr. Enrermitie. Well, I do not believe IT have anything more t! 
would help vou people. You wanted this copy, that original, or are 
you interested in that now? 

' Mr. Correr. I would like to have the original letter which you se 
in together with the original copy of that. I would like to look that 





over some time. 

Mr. Entermue. I will give you the letter that Mr. Borton wrote to 
me transmitting it out along with this one copy. 

Mr. Correr. Do you have anything else? 

The Cuamman. Do you want that copy back? 

Mr. Enrermitie. Yes. One other letter you asked about was t 
letter that I wrote in transmitting the other one back. and I will get 
a copy of that to you. 

The Cuamman. Anything else? 

Mr. Enrermitie. I do not believe so. I Say again that there is 
hody any more confused over the eligibility of this delivery of the rice 
after the facts. 

I would have been very definite in a statement in my position if I 
had known about those options before they were delivered. 
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The Cuarrman. As I indicated a while ago this was the first effort 
of the Government in the rice venture; was it not? 

Mr. Enrermuitie. Yes; first rice-support program. And again I 
had no opportunity to know what the boys were doing in California 
until it was all over. I was gone from the 26th or 27th of July until 
October on the International Wheat Agreement in London. 

Mr. Correr. What did you think, Mr. Entermille, all of these 
ndictments for fraud, and so forth, were about, before you went out 
there to testify in the antitrust case / 

Mr. Envermitze. I was still confused about them, and am yet. 

Mr. Correr. Do you still feel that it could have been all a mistake 
md that these boys might not have had any intention of getting rid 
of some inferior rice that they had at the end of the 1948 crop season ¢ 

Mr. Envermitie. Well, as I said one time before the final grades 
of that rice proved that it was not inferior in any quantity. Now 
there may have been some handfuls mixed in; you cannot tell about 
that. 

Mr. Correr. You are very prompt to come to the defense always of 
the association; are you not ¢ 

Mr. Enrermitie. They are fellow-farmers. Iama farmer. All of 
my work has been with farmers. 

Mr. Correr. Can you do no wrong? 

Mr. Enrermitie. Well, they can do wrong, all right, but they 
did not gain anything from it. That is the confusing thing in this 
whole thing. 

Mr. Correr. They did not if they had all of this rice. 

How much money did you pay for that rice—let us get that / 

Mr. Enrermitie. I mean, the farmer. 

Senator AITKEN. You would say they were used ¢ 

Mr. Correr. The farmer members had nothing to do with this, did 
they ¢ 

Mr. Enrermitie. The directors and the manager did. 

Mr. Correr. Were they the farmers / 

Mr. EnverMILie. Sure, they are the farmers. 

The Cuatrman. They repesented the farmers. 

Mr. Correr. Did the farmers get any good out of this? 

Mr. ENrerMi.ye. No. 

Mr. Correr. Did not the pri e-support program get a terrific blow 
s this not the type of thing that might destroy the farmers’ price 
program ¢ 

Mr. Envermityie. Certainly, if it were permitted to continue, it 
would. Now we absolutely changed the bulletin the next year, and 
the bulletin that is in effect now that absolutely ties every pound of 
l ce down. 

Senator Aiken. Do you think that many of the members of the 
association had any idea that the manager was letting their organiza 
tion be used for the benefit of these dealers, apparently ¢ 

Mr. Enrermitie. I doubt very much if they did. 

Senator ArkeN. It looks like Mr. Creech was a very able attorney 
or representative. 

Mr. Enrerminie. And it has been a mystery to me where they could 

It is a fact that the support price was a dollar higher the next 
vear. 

Mr. Correr. It is no mystery to you how the Government lost, is it ¢ 
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Mr. EnrerMi.ye. I know how they lost, sure. 

Mr. Correr. Did they not gain by the Government’s loss? If the) 
had had to mill that, would they not have found themselves in the 
same position that the Government did? Is that not quite clear? 

Mr. Entermiuue. No; they would have mixed that rice through wit}; 
new rice and sold it in the new crop. 

Senator Arken. If they could have done that and made a profit 
and thought they could have done it, they would not have been anxious 
to put this deal over. They evidently thought they were going to lose. 
That is why they unloaded. 

Mr. Envermiiie. The new crop was tremendously large, but with 
the support price a dollar a Arnie Ae higher which would eventually 
have worked the market up. 

Senator Arken. They had not read the new 1948 law, maybe. 

The CuatrmMan. Are there any further questions ? 

Mr. Correr. Rosenberg Bros. & Co. received $1,466,792.77 for rice 
and $362,137.59 for milling services, a total of $1,828,930.36. Wood- 
land Rice Co. received $553,129.98 for rice and $125,319.94 for service, 
totaling $678,459.90. C. B. Grosjean Rice Milling Co. received $110.- 
986.14 for rice and $26,059.99 for service, totaling $137,046.13. The 
aggregate of the total amount which the Government paid these three 
mills through the association was $2,644,436.39. 

The Cuatmrman. Are there any further questions? If not, we thank 
you very much. 


We will recess now until 2 o’clock this afternoon. 
) 


(Whereupon, at 1 p. m., the committee recessed to reconvene at 2 
p. m., of this same day, in open session. ) 








INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


FRIDAY, APRIL 25, 1952 


Unrrep STATES SENATE, 
ComMMITTEE ON AGRICULTURE AND ForeEsTRY, 
Washington, D.C. 

The committee met, pursuant to recess, at 2:10 p. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) 
presiding. 

Present : Senators Ellender, Aiken, Kem, and Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The Cuatrman. The committee will please be in order. 

The first witness is Vernon M. Harris, Jr. 

Do you solemnly swear to tell the truth, the whole truth, nothing 
but the truth, so help you God? 

Mr. Harris. Yes, sir 

The CuarrmMan. Have a seat, sir. 


TESTIMONY OF VERNON M. HARRIS, JR., V. M. HARRIS GRAIN CO., 
GUNNISON, COLO. 


Mr. Correr. Do you want to give your full name and address for 
the record, Mr. Harris ¢ 

Mr. Harris. Vernon M. Harris, Jr. 

Mr. Correr. Your present address is what ? 

Mr. Harris. Gunnison, Colo. 

Mr. Correr. Are you the son of V. M. Harris of V. M. Harris 
Grain Co. ¢ 

Mr. Harris. Yes. 

Mr. Correr. Were you associated with your father in the V. M. 
Harris Grain Co. in connection with the storage of CCC grain at 
Camp Crowder, Mo. ? 

Mr. Harris. Well, I was connected with the working end. 

Mr. Correr. You were doing the work ? ’ 

Mr. Harris. That is right. 

Mr. Correr. Did you get any of the profits? 

Mr. Harris. Not yet. 

Mr. Correr. Were you present at a meeting in any hotel in Kansas 
City which might have related to the renewal of the War Assets lease? 

Mr. Harris. Yes. 

Mr. Correr. Of Camp Crowder? 

Will you give us the details of that situation and the circumstances, 
the full details? 
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Mr. Harris. Well, my dad had tried to get a renewal of our lease 
because— 

Senator Kem. Hadn’t we better fix the date, approximately, and 
those who were present ! ! 

Mr. Correr. Can you fix the date, Mr. Harris? 

Mr. Harris. No. 

Mr. Correr. Have you any idea? 

Mr. Harris. Well, I have been told by my wife recently, but I have 
forgotten what she told me as to the date we were there. 

Mr. Correr. How did you happen to be in Kansas City? 

Mr. Harris. Well, my wife and my dad and I were in Kansas 
City to get a renewal of the lease. 

Mr. Correr. And at that time did you live in Scott City, Kans. ? 

Mr. Harris. Yes, sir. 

Mr. Correr. How far is that from Kansas City ? 

Mr. Harris. 425 miles. 

Mr. Correr. And you proceeded there together ? 

Mr. Harris. Yes. 

Senator Kem. What year was it in? 

Mr. Harris. Well, it wa: —you have got me there—I thing 1950. 

Senator Kem. What—— 

Mr. Harris. But I am not sure. 

Mr. Correr. What month ¢ 

Senator Kem. What month? 

Mr. Harris. I couldn't tell you. 

Senator Kem. Was it in the spring? 

Mr. Harris. Well, I will tell you exactly when it was—it was before 
our 1-year lease expired, I know that. 

Mr. Correr. When did you first make your lease ? 

Mr. Harris. Well, we leased it for storage of our own wester 
Kansas crop before harvest, and we ordinarily harvest there about the 
25th of June. 

Mr. Corrrer. So the lease, if it was a 1-year lease, would run out ir 
June or the Ist of July, something like that ¢ 

Mr. Harris. Something like that. 

Mr. Correr. And it was prior to that time ? 

Mr. Harris. Yes, when we got our lease. 

Mr. Correr. How long before that, do you recall? Was it months 
or weeks or day sf 

Mr. Harris. Well, the highway department or the Governor of the 
State or something notified the highway department to pick up any 
where they could find for storage—it looked like we were going to 
have a good crop, and it had turned out when we plowed the field 
there was nothing, but the highway patrolman, anyway, this highway 
patrolman, Don Lloyd, he got this storage for us at the Mensenderck 
C'o. at Independe nee, which was not good, and through the Mensen 
derck Grain Co., why, they got a connection with this other storage. 
and I know that Seott City—I went there, and so it had to be right 
about the Ist of July or the last of June. 

The Cuatrman. Did you take part in the negotiations for the fir: 
lease at Camp Crowder ? 

Mr. Harris. No. 

The Cuatrrman. You do not know anything about the details? 

Mr. Harris. I was trying to get ready to cut wheat. 
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The Cuarrman. Why did you go to Kansas City for a renewal of 
the lease / P 

Mr. Harris. Well, my father and I, we have been in business for 
years, and I attended the working end of the thing, and he always 
attended the business. 

The Cuatrman. When you went to Kansas City did you register 
at a hotel ¢ 

Mr. Harris. Yes. 

The CuatemMan. You and your wife? 

Mr. Harris. Well, we were all registered. I never signed a slip 
myself, I don’t think, but I wouldn’t say I didn’t. 

Mr. COorrer. How were you registered : cid you have suite or did 
you have rooms on different floors. or how were you registered ¢ 
~ Mr. Harris. Well, my wife and I, we had our room, and my dad 
had his. 

Mr. Correr. Were they adjoining rooms? 

Mr. Harris. | couldn't tell you. 

Mr. Correr. Can't you remember / 

Mr. Harrts. No, because well, we were in there at times, and we 
usually were trying to get rooms close together. 

Mr. Correr. Who registered for you, your father or your wife? 

Mr. Harris. I might have registered for myself; I couldn’t say; I 
don't. know. 

Mr. Correr. But you are sure you did not share a suite or room 
with your father ‘ 

Mr. Harris. I wasn’t in the room with my dad, no. 

Mr. Correr. And what action was taken toward getting a renewal 
of this lease ¢ 

Mr. Harrts. Well, my dad had written to this War Assets Admin- 
istration to get the lease renewed, and we weren't able to get any 
renewal. 

Mr. Correr. Did they tell you they would not renew ¢ 

Mr. Harris. Didn't tell me nothing: just what my dad told me. 

Mr. Correr. He said he could not get a renewal ? 

Mr. Harris. I never even saw the letter. 

Mr. Correr. But the main purpose of your coming to Kansas City 
was to get this lease renewed ¢/ 

Mr. Harris. Yes. 

Mr. Correr. What, to your personal knowledge, occurred with re- 
spect to the negotiations of this renewal ? 

The Cratrman. I wonder if you could tell us who was there in the 
room. 

Mr. Harris. Well, there was my wife and myself and my dad and 
Bill Smith and Glen Yancey, and Mr. Hall here, was in and out of 
the room. 

Mr. Correr. What hotel was this? 

Mr. Harris. The Phillips. 

The CuairmMan. Were you there at the beginning of the talks / 

Mr. Harrts. I was there all the time. 

The Cuamman. All the time? Were you there when those people 
vou have just named came in, such as Yancey and Smith and Hall? 

Mr. Correr. And Mr. Hall? 

Mr. Harris. Well, I would say I might or might not have been. I 
might have been downstairs drinking a cup of coffee when somebody 
came in, or | might have been there. 
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The Cuamman. But you don’t—— 

Mr. Harets. I wouldn’t make a statement that I was right ther 
and saw anybody file in because I don’t recall whether I was or I wasn’t 

The Cuamman. Were you there during all of the conversatior 
between your father and Smith and the others in respect to the renewa 
of the lease? 

Mr. Harris. Well, I would say I imagine I was. 

The Cuatrman. You would imagine you were‘ 

Mr. Harris. Because they didn’t take me into consideration. I w 
nothing as far as they was concerned. 

The Cuammman. Did your father invite you to be present at thes 
talks ¢ 

Mr. Harris. Never made any invitation. I just always was prese 
anywhere I wanted to be that concerned me. 

The Cuarrman. What brought you there ? 

Mr. Harris. Well, my dad and I and my wife went in there. 

The Cuatrman. I understand. 

Mr. Correr. Did you drive your car to Kansas City ¢ 

Mr. Harrts. I couldn't tell you. 

Senator Kem. You were a partner in the business, were you not ! 

Mr. Harets. Yes, sir; that is right. We farmed farm ground, and 
handled grain, and whenever the elevator plugged up, why, I w 
supposed to tend to it. 

Senator Munpr. Did you participate 
hotel room ¢ 

Mr. Harris. I don’t think so. I was just there. I was just ther 
and heard them talking, and I know they wanted money to get us 
lease, and a percentage. 

Senator Munpr.*What kind of a room was this? Was this just « 
big room or was this a suite of rooms in a hotel? . 

Mr. Harris. No, just aroom: oh, probably 2D by 1D or something 

Senator Munpr. Was there a parlor in addition? 

Mr. Harris. No, just a room in the hotel, just like you go in and 
rent a double bed. 

Senator Munpr. Just a big room with a double bed: so that every- 
body in the room was visible to everybody else, I mean there was n 
suite ? 

Mr. Harris. Oh, ves. 

Mr. Correr. Had you met there by appointment with thes 
gentlemen ? 

Mr. Harris. Well, according to the information I got that if we 
would go in there we could get a lease, so we were there. 

Mr. Correr. Where did you get this information from? 

Mr. Harris. From my dad. 

Mr. Correr. He said if you went in you could get a lease? 

Mr. Harris. Yes. 

Mr. Correr. But you had to go in? 

Mr. Harris. Yes. 

Mr. Correr. Did he indicate where he got his information? 

Mr. Harris. Well, I couldn’t say. 

Mr. Correr. What was this conversation that you overheard ? 

Mr. Harris. Well, it was just conversation that we would get a 
lease on these buildings if these fellows can get a margin, if there 
was a profit. 


nanv of the discussions in th 
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Mr. Correr. Who said that to whom? 

Mr. Harets. Well, that is just all they were talking about 
pract ically. P 

Mr. Correr. Who was talking about it? 

Mr. Harris. Well, my dad and Glen Yancey and Bill Smith. 

Mr. Correr. To your knowledge, had your father ever been in busi- 
ness with Bill Smith prior to this time? 

Mr. Harris. No; we had never—Glen Yancey worked for Mensen- 
dieck Grain Co., and we had shipped a lot of grain to the Mensendieck 
Grain Co., and my dad knew Glen Yancey through that. 

Mr. Correr. Was Glen Yancey a partner in this V. M. Harris Co. 
project at Camp Crowder ¢ 

Mr. Harris. Well, he was supposed to get—if we made money and 
mi dad and I were partners, we always were, and nobody else has 
ever been no partners: —but if the thing made money, W hy, he was sup 
posed to look after it and supposed to be a orain man, and kind ot 
take care of the thing. and 1f it all went through and everything 
worked, and it made a profit, why, he was supposed to get some money. 

Mr. Correr. How much, what percentage ¢ 

Mr. Harris. Twenty percent. 

Mr. Correr. Twenty percent‘ 

Mr. Harris. Yes. 

Mr. Correr. And you had that agreement with Yancey long prior 
to this meeting in the hotel: is that correct ¢ 

Mr. Harris. Oh, yes; that there was when we thought we were go- 
ing to fill it with western Kansas wheat. 

Mr. Correr. Back a year before? 

Mr. Harris. Yes. 

Mr. Correr. And had your father ever been in business prior to 
that, prior to the date of this meeting, with this man Smith from War 
Assets ¢ 

Mr. Harris. No. 

Mr. Correr. Did you ever hear of the Kan-I-Mo Corp. ¢ 

Mr. Harris. Yes. 

Mr. Correr. Did Smith have anything to do with that? 

Mr. Harris. Well, he was going to have, but it never operated, to my 
knowledge. 

Mr. Correr. Didn’t you get an agreement from CCC to store wheat 
at Camp Phillips under the name of this corporation ? 

Mr. Harris. We went down and looked at Camp Phillips, and that 
is down there by Salina, is it not ¢ 

Mr. Correr. I do not know. 

Senator Kem. Yes. 

Mr. Harris. We went down there and looked at that, and the sides 
were all knocked out of the buildings and everything; that is all there 
was about it. ' 

Mr. Correr. It was not fit for the storage of grain, and it fell 
through ¢ 

Mr. Harris. Yes. 

Mr. Correr. What other business was this Kan-I-Mo going to do? 

Mr. Harris. I couldn’t tell you what it was all going to do. 

Mr. Correr. It was going to do a lot of things? 

Mr. Harris. It probably would have if it had some money. 
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Mr. Correr. What percentage was Bill Smith going to get out of the 
Kan-l-Mo Corp. ¢ 

Mr. Harris. I couldn't tell you. 

Mr. Corrrer. I beg pardon? Your father never told you that ¢ 

Mr. Harris. Well, I was up there to—that fellow that drew it up- 

Mr. Correr. The lawyer? 

Mr. Harris. Yes; and one time, why, it was going to be one way and 
the next time it was going to be something else, but it never was 
anvthing. 

Mr. Correr. Which Way was it going to be at what time? 

Mr. Harris. Well, it was going to be that we were supposed to have 
some financial support and some physical support. 

Mr. Correr. From whom ? 

Mr. Harris. Well, from someone; I don’t know. 

Mr. Correr. From Smith? 

Mr. Harrts. I couldn’t tell you. The stock was never issued. [t 
Was supposed to be—something happened that the thing was going t 
handle some business, but it never did. 

Mr. Correr. Did you ever hear that Smith was going to get 
percent of that stock ¢ 

Mr. Harris. I could have heard it, but I couldn’t say I had. 

Mr. Correr. However, you did and you do know that your fath« 
and Smith were engaged in some negotiations in connection with this 
Kan-I-Mo Corp. ? 

Mr. Harris. Well, I couldn't say that; I couldn't say that I know 
that because I don’t know that. 

Mr. Correr. Is there anybody else who knows it? 

Mr. Harris. To my knowledge this attorne Vv over there was the onl) 
guy that had any active part in that, and we paid him for what he did 

Mr. Correr. Was there a man named Turney that was with War 
Assets that you ever met ? 

Mr. Harris. Yes. 

Mr. Correr. Was he supposed to have something to do with thi 
Kan-I-Mo Corp. ? 

Mr. Harris. Well, now, I will tell you, I am recollecting back a long 
ways when I try to make any statements, but to the best of my knowl- 
edge there was nothing ever done with the Kan-I-Mo C orp. Now, 
there was, if it ever did anything, I don’t know it. If the Kan-I Mo 
Corp. ever did a thing, I don’t know it. 

The Cuatrman. Do you know whether Mr. Smith and Mr. Turney 
were to be members of that corporation or participate in its profits i1 
the event that it did business? 

Mr. Harris. Well, in the event that it did business, and my dad 
would have been legally advised and everything, so that it would have 
been ready todo business, why, it could have been that it would have 
went ahead, but for some reason or other it quit, that is all IT know 

Mr. Correr. Now, can you tell us the exact language that was used 
with reference to the so- called deal that took pl: ice in the hotel room? 
Who spoke and what did he say, what was the conversation, if y: 
were there to listen? 

Mr. Harris. Well, for some reason, and T don’t know why, t! 
seemed to be interested in us filling the Camp Crowder back up. 

Mr. Correr. Who was? 


} 
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Mr. Harris. Bill Smith and Glen. 

Mr. Correr. And who? 

Mr. Harris. Glen Yancey. 

Mr. Correr. How about Mr. Hall? 

Mr. Harris. Well, my dad had been informed that the Commodity 
Credit had a lot of grain that they were just having a dickens of a 
time finding anywhere to put it, and that they wanted to put that milo 
that we loaded oul back In). He had been informed of that, and also 
that. I suppose now. because the grain was left there, they wanted to 
leave What was there. But, anyway, he had evidently been informed 
in that light, and so I know that he told those fellows that if they had 
a renewal of the lease they could fill it back up. 

Mr. Correr. That is what Mr. Hall said? 

Mr. Harris. That is what my dad told them. 

Mr. Correr. I was talking about Mr. Hall. Did he participate in 
the conversations ¢ 

Mr. Harris. All he ever did, all Mr. Hall ever did at all, was just 
come in. and | recollect or think I recollect that my dad introduced 
him to these fellows and maybe he already knew them, I don’t know. 

Mr. Correr. What statements were made, will you tell us, and by 
whom ¢ 

Mr. Harris. Mr. Hall, as far as I know, didn’t make any state- 
ments, because there was nothing for him to say. 

Mr. Correr. Was he present ¢ 

Mr. Harris. Well, he was there, oh, probably a minute or maybe a 
minute and a half or two minutes. 

Mr. COorrer. Will vou tell us what those statements were and 
whom they were mace ? 

Mr. H ARRIS. Well. he brought over a sheet of paper. 

Mr. Correr. Who did? 

Mr. Harris. Mr. Hall, and I never read the paper, but I was under 


the impression that it meant we could have grain to finish filling the 


by 


space. 

Mr. Correr. Did your father want to continue to lease Camp 
( rowder and continue the operation ? 

Mr. Harris. Well. sir. when we started looking into that thing 
we thought we had a big crop in western Kansas and nowhere to go 
with it. and no sooner than we vot started, we had shipped 25 or 3 

irs or mavbe something lke that. we found out that it was rong to 
be a penalty to us, 11 cents a bushel. It was a direct route to the 
Gulf. but it still was going to be a penalty, so we couldn't pay the 
farmers out there the Kansas City loan rate. which we did. but we 
couldn’t do that and ship that grain down there on the uniform stor 
age agreement and pay, I think it cost us, 21% cents a bushel for insur 
ance, and we would just have been losing money besides doing business 
for nothing, so we quit shipping grain: and that is when we started in 
with this Commodity Credit because I know there was a fellow there 

the office, because he said 

Mr. Correr. I am talking about the time when you and your father 
and vour wife drove up to Kansas City to get a renewal of the lease. 
Did your father—he was anxious to renew the lease and continue 
the operation at Camp Crowder, is that correct ? 

Mr. H ARRIS., No. he wasn’t. Good golly, if we could have quit that 
thing in the beginning we would have quit it. 
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Mr. Correr. Why did you want to renew the lease then? 

Mr. Harris. Because we had Commodity Credit grain on there on 
storage, and we had not lived up to our contract; it had not been 
there a year. 

Mr. Correr. Well, did you ask the Commodity Credit to ship out 
the grain that you wanted to cancel your lease ? 

Mr. Harts. Oh, yes. V.M. notified them in December, I think it 
was, the first year 

Mr. Correr. And did they refuse to release you from your contract 
June 30? 

Mr. Harris. I couldn’t tell you what they did. All I know is the 
grain was still there, and I understood that we were supposed to 
keep it a year, and it had not been there a year. I don’t know—— 

Mr. Correr. But your lease ran until the first of July 1950, did 
it not? 

Mr. Harris. I imagine that is about a year lease, and the grain, the 
Commodity Credit grain, didn’t come in there for a month or two 
after that. 

Mr. Correr. A month or two after when? 

Mr. Harris. Well, after we got the lease for western Kansas wheat. 

Mr. Correr. You are talking about the first lease? 

Mr. Harris. Yes. 

Mr. Correr. Let us not be confused. I am talking about—I think 
you testified—— 

Mr. Harris. Well, you tell me that this grain hadn’t been in there 
a year, and I say it hadn't, that is right, because it never started coming 
in there until after we had quit even thinking about using western 
Kansas wheat. Besides the crop blowed up, then is when this other 
thing started coming into the picture. 

Mr. Correr. You engaged in the CCC wheat storage program? 

Mr. Harris. Yes. 

Mr. Correr. And you had some milo in there, too? 

Mr. Harris. Yes. 

Mr. Correr. And you shipped out your milo so all your space was 
not filled ? 

Mr. Harris. That is right. 

Mr. Correr. And then your father told you that he had written a 
letter to War Assets in the spring of 1950, you said the date, asking 
for a renewal of that lease? 

Mr. Harris. Well, in the spring, the first of the year. 

Mr. Correr. He wanted a renewal of his lease; he wanted to know 
ahead of time whether he was going to get a renewal or not. 

Mr. Harris. Yes. 

Mr. Correr. And he did not hear from him? 

Mr. Harris. Yes. 

Mr. Correr. And that is the reason you went to Kansas City and 
registered in the Phillips Hotel? 

Mr. Harris. Yes. 

Mr. Correr. Well, didn’t he want to renew the lease? Why did 
he write the letter if he did not want to renew the lease? 

Mr. Harris. Sure, he wanted to renew the lease, because we had the 
grain there. We had to renew the lease. 

Mr. Correr. Did you have to renew the lease? Had you asked 
Commodity Credit 
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Mr. Harris. I don’t know. 

Mr. Correr (continuing). If they would release you if they had 
to take your grain when your year’s lease was up? Did you ask them 
that ¢ 
Mr. Harris. You would have to find that out from Commodity 
Credit or my dad or somebody who knew something about it. 

Mr. Correr. I am just trying to find that out from you. You do 


not know anything about it? 

Mr. Harris. No, I don’t. 

Mr. Correr. But you do recall you were in this room, and there 
was a conversation among your father and Mr. Yancey and Mr. 
Smith ? 

Mr. Harris. Yes. 

Mr. Correr. You say you did not partake of this conversation ? 

Mr. Harris. I doubt it. 

Mr. Correr. And your wife, did she enter into the conversation ¢ 

Mr. Harris. No; I doubt if she did. If she did it would have been 
when I wasn’t there, and I think I was there all the time. 

Mr. Correr. Do you recall why you were in the room ?¢ 

Mr. Harris. Because | went in there with my dad. 

Mr. Correr. Did you have an appointment with these men at the 


room ¢ 

Mr. Harris. My dad had. 

Mr. Correr. Let us see if we cannot reconstruct what the conver- 
sation was. 

Mr. Harris. O. K. 

Mr. Correr. Did your father—what did he say with respect to this 
renewal ? 

Mr. Harris. I couldn’t tell you. 

Mr. Correr. Will you give us the substance of his conversation ? 

Mr. Harris. All I know is they came in there, and they wanted— 
to decide on a 30 or 35 percent that they wanted in order to furnish 
us a lease, and they wanted us to fill it. 

Mr. Correr. It would be pretty hard for you to remember the 
exact words of this conversation, which was back in 1950, would it not? 

Mr. Harris. Yes. 

Mr. Correr. But you could remember the substance of it, could you 
not ¢ . 

Mr. Harris. I could get the general idea. 

Mr. Correr. O. K. 

Now, give'us the substance of the general idea of what your father 
had to say to these two men. 

Mr. Harris. Well, he had a deal with Glen Yancey, and Glen Yancey 
was supposed to kind of be the-operating end of the thing, and it 
wound up he was the operating end. 

Mr. Correr. Was there anything said about that deal he had with 
Glen Yancey ¢ 

Mr. Harris. Nothing. 

Mr. Correr. At that conversation ? 

Mr. Harris. Well, now, there could have been, there could have been. 
The main thing I came out of there with was the idea that we was 
going to have to give them guys 30 or 35 percent to get another lease 
so that we could live up to our signed contract. 

Mr. Correr. To get a renewal from War Assets; is that right? 
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Mr. Harris. Yes, or Public Service, or whoever had it, I don’t know 
who had it. 

Mr. Correr. Whoever had it ? 

Mr. Harris. They change around. 

Mr. Correr. And the conversation revolved around how much you 
father was going to pay them, is that right, to get this renewal ¢ 

Mr. Harris. Yes. 

Mr. Correr. And do you recall what was agreed upon? 

Mr. Harris. Well, it was 30 or 35 percent. 

Mr. Correr. Was that in addition to what Yancey was going to get, 
the 20 percent he was going to get, out of the deal / 

Mr. Harris. Well, I will tell you, really between him and Dor 
Lloyd, I wasn’t supposed to have to go down there—that is, we wer 
busy at home, and between them two guys, why, I was under thi 
impression’ in the beginning that I wasn't supposed to have to gy 
down there. Well, I went down there and loaded that grain for : 
years. 

Mr. Correr. Loaded it out or loaded it in? 

Mr. Harris. Handled the grain, turning it and loading out, and 
just work in general. 

The Cuairman. As to the work that was to be done by Mr. Yance, 
for this 20 percent, you say he did not perform any work ? 

Mr. Harrts. Well, he might have in the eves of some people, but 
I couldn't see it, and I never did see him there. 

The Cuairman. What kind of work was he to do on the second 
deal, on this other deal or the deal that is now under discussion ? 

Mr. Harris. If he was a grain specialist or a grain man, why, he 
could have recommended and handled—in the handling of the grain, 
and between him and Don Lloyd, the highway patrolman, they could 
have 

The Cuairman. I am talking about the renewal of the lease now 
What were Mr. Yancey and Mr. Smith to do in order to obtain this 
50 or 35 percent of the profits that you say they were to get Y 

Mr. Harris. Well, I understood that Glen knew how to get it 

The Cuarrman. Knew what! 

Mr. Harris. They knew how to get the lease. 

The Cuamman. And they were to be paid the 35 percent—30 or 35 
percent—merely to get the lease, is that what you want to say? 

Mr. Harris. Well, that is my general understanding. 

The Cuarrman. What led you to believe that was your under 
standing ¢ 

Mr. Harris. Because they hadn't done nothing in a year. 

The Cuatrman. But you could not gather that from the conversa 
tion that took place, could you? 

Mr. Harris. Well, I probably could have 2 years ago, but I just 
don’t recollect the statement-by-statement end of the thing well enough 
te sit down here and tell you something and then call a man up as far 
as telling you the truth. 

The Cuarrman. Was Mr. Hall there when any of this conversation 
took place in respect to—— 

Mr. Harrts. No; the conversation was over while he was there. 

The Cuarrman. When he was there? 

Mr. Harris. I know that. 
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The Cuatrman. Did the talk go on before Mr. Hall came in, do you 
know ¢ 

Mr. Harris. Oh. in minutes I wouldn't know. 

The Cu AIRMAN. You would not know ¢ Was there any conversation 
about the shares that Mr. Yancey and Mr. Smith were to get after 
Mr. Hall left ¢ 

Mr. Harris. Yes: that is when the conversations come up. 

The Cuairmman. In other words 

Mr. Harris. As | understand it, as I remember it, most of the con 
versation before Mr. Hall got there was whether they could get grai 
to fill back the storage. 

The Cuairrman. | see. Then. the conversation before Mr. Hall 
came there was with respect to the possibility of getting oraih to fill 


the storage / 

Mr. Harris. That is the Wah I remember it. 

The CuatrMan. I mean, to fill the barracks / 

Mr. Harris. That is right. 

The Cuamman. Then you say it was after Mr. Hall left that you 
father and Mr. Yan ey and Mr. Smith talked about the actual leasing 
of Camp Crowder ¢ 

Mr. Harris. Yes: they more or less came up with the idea of “Now 
that you can get the grain, what are we going to get 7” 

The CHatrrmMan. Yes. 

Senator Munpr. Do you remember who suggested “What are we 
going to get * Was that Yancey or Smith ? 

Mr. Harris. Well, I don’t exactly, I couldn't exactly tell you that. 

Senator Kem. Is if your testimony that Mr. Hall left before the 
agreement Was Const mmated between before the agreement Was 
made between Smith, Yancey, and your father / 

Mr. Harris. Well, if you would call it an agreement, I don’t know 
whether it was. 

Senatol Ki M. Before the conversation about the terms of the re 
newal of the lease / 

Mr. HaARRIs. Before the terms of the conversation really rot wood. 
why, I would say that Mr. Hall Was gone, 

Senator Kem. There Is evidence before this committee that Mr. 
Yancey and Mr. Hall left the meeting together; is that true / 

Mr. Harris. That what / 

Senator Kem. That Mr. Yaney and Mr. Hall left the meeting to 
vether with each other? 

Mr. Harris. No. 

Senator Kem. That is incorrect? 

Mr. Harris. Well, that is the way I remember it. 

Senator Kem. You are sure of that? 

Mr. Harris. That is incorrect. Well, by golly, I haven’t got it 
written down anywhere, but that’s what I remembered. 

Senator Kem. There is testimony before this committee that when 
you got into the talking about the deal, Mr. Bill Smith said to your 
father, “What is there in it for us?” Did you hear that ? 

Mr. Harris. Well. that was the line of conversation after Mr. Hall 
left there, and we had— 

The Cuairman. He asked you a question then. Won't you answer 
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Senator Kem. Did you hear that said by Mr. Bill Smith, “What 
is there in it for us?” 

Mr. Harris. Well, I wouldn't say that I heard those exact words. 
It was that type of conversation. 

Senator Munpr. It was that type of conversation between Mr 
Smith and your father, made in the presence of Mr. Glen Yancey ‘ 

Mr. Harris. Well, it was Glen Yancey and Mr. Smith and my 
father. 

Senator Munpr. Are you sure that Mr. Yancey was in the room 
when that conversation took place? 

Mr. Harris. They were all three there. 

Senator Munpr. You are sure of that ? 

Mr. Harris. That is correct. 

The CuarrmMan. And you say that conversation took place after 
Mr. Hall left 

Mr. Harris. Yes. 

Mr. Correr. You are positive of that, are you? 

The CuarrMan. You are positive of that? 

Mr. Harris. Well, I am just as sure of that as I could be of 
anything. 

The Cuatrman. Very well. 

Senator Munot. Did it also take place in the presence of your wife? 

Mr. Harris. Well, now, I will tell you, I couldn’t say that she was 
there, and at the time the whole conversation was going on. I am 
just recollecting to the best of my ability of my location, that is where 
I think I was. 

Senator Munpt. To the best of your recollection ? 

Mr. Harris. Yes; that is right. 

Senator Munpt. It is your impression that she was there though? 

Mr. Harris. No; I wouldn’t say that, because I will say that | 
wasn’t talking to her or don’t think I was, and I don’t remember 
that we had anything of concern at that moment, so she could have 
been in there. 

Senator Munpr. Do you recall your wife leaving the room or going 
downtown, going shopping, or going away some place during the 
course of the conversation? When the conversation broke up was 
your wife there, and did you and she leave the hotel together ? 

Mr. Harris. I couldn’t say that; I couldn’t tell you. If I did actu 
ally, I would just be merely stating a statement which she made a 
to whether she was or not, but so far as me clearly remembering, | 
don’t: I don’t clearly remember, so I am not going to tell you I do. 

Mr. Correr. Mr. Harris, haven’t you talked about that recently, 
on the way down here? 

Mr. Harris. Yes: we have talked about it. We don’t remember. 

Mr. Corrrr. What did she say ¢ 

Mr. Harris. I am under the impression that she left sometime kind 
of early in the deal. I think Mr. Hall had been there before she left 

The Cuarman. Mr. Hall was there before she left ? 

Mr. Harris. I think Mr. Hall had been in the room before my wife 
left. 

Mr. Correr. She does not recall—— 

Mr. Harris. Well, she recalls when she left, I think, but I wouldnt 
want to say that I know she left just because she said she did, because 
I don’t remember. 
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Senator Kem. She will be a witness before the committee. 

The CHarrMan. She will be here. 

Was there any discussion as to who would get what of the 50 or 35 
percent of the profits ? 

Mr. Harris. Well, there could have been, see, but I couldn’t say that 
[ could make any statement. 

The Cuarrman. You do not remember? 

Mr. Harris. That is right. 

The Cuarrman. There was no offer of any money made; this was 
to come out of the profits, as 1 understand it? 

Mr. Harris. Yes. 

The CHarrman. How did that agreement or the subject matter of 
the conversation differ from the agreement that your father had 
with Mr. Yancey and Mr. Lloyd as to other grain or as to grain that 
was stored at Camp Crowder in the first year? 

Mr. Harris. Well, it was altogether different. 

The Cuarrman. That is what I would like to find out. 

Mr. Harris. In the beginning, why, Don Lloyd—I was to go down 
there and set up this here grain-unloading equipment, and then he 
was supposed to handle the men and really be on the ball, and 
work—— 

Mr. Correr. That is Lloyd? 

Mr. Harris. Yes. 

The Cuarrman. And was it also the same for Mr. Yancey? 

Mr. Harris. Well, now, Mr. Yancey was supposed to just be there 
quite a bit and do quite a bit of atte nding to and overseeing. 

The CHarrMan. Supervising? 

Mr. Harris. Supervising. 

The Cuarrman. You say that the 30 or 35 percent of the net profits 
was to be given to these two men because of whatever-—— 

Mr. Harris. I don’t know who all were supposed to get it. It was 
just that it was supposed to be, that is what it was going to cost. 

The CHatrman. Cost. 

Mr. Harris. Or we wouldn't get a renewal. 

The Cyatrman. That 30 or 35 percent was asked of your father 
merely for the purpose of these men trying to get a renewal or get- 
ting a renewal of the lease? 

Mr. Harris. Well, it wasn’t exactly said that way, but according 
| ae 

The Cnarrman. What was said then? In other words, did they 
have to perform ¢ , 

Mr. Harris. They didn’t say they would do anything else, but they 
lidn't say they wouldn’t do anything else. You see, Glenn had al- 
ready agreed that for 20 percent he was going to do a lot, see? 

The Cuamman. Yes. 

Mr. Harris. Well, the best I could see he hadn’t done a lot. 

The Cuatrman. He had not done a lot? 

Mr. Harris. So I don’t know what they were going to figure on 
doing on this 35 percent; maybe they were figuring on earning it, but 
they never were around. 

The CuatrrMan. Would you gather from the conversation they had 
that Mr. Yancey and Mr. Smith were to do something other than 
merely obtaining the renewal of that lease? 

Mr. Harris. Well, Glen had said he would. 
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The Cuatrman. He would do what? 

Mr. Harris. The year before that. 

The Cuatman. I am talking about this conversation that you had 
in the hotel. What was your understanding that Mr. Yancey and 
Mr. Smith had to do in order to obtain this 35-percent profit, or 30 
percent profit, in the business to which we have been referring? What 


was he supposed to do? 

Mr. Harris. Well, all I figured they would do is get the lease. 

The Cuarrman. I do not mean figures; I mean what was it, what 
did you gather from the conversation ? 

Mr. Harris. Well, I gathered from the conversation that they would 
do everything. 

The Cuatrman. Everything? And that meant getting the lease 
and then working and getting everything done? 

Mr. Harris. Yes. 

The Cuarrman. All right. 

Mr. Correr. Have you talked to anybody about the testimony yo 
might give here before you came dow n here, Mr. Harris? 

Mr. Harris. I just have talked this much, and that is that whateve: 
you fellows asked me I will tell you just as honest as I know how to 
tell it to you. 

Mr. Correr. No: but did you talk to your father after he testified / 
Did you talk to him on the phone or t: alk to him since you got here? 

Mr. Harris. We have visite d. 

Mr. Correr. Did you talk to him about this testimony ? 

Mr. Harris. No. They told me that you fellows were here to try 
and find out how the thing was, and that is the same reason I am here 

Mr. Correr. But you did not discuss with either Mr. Harris or his 
attorney, Mr. Wallace, what your father had testified to here? 

Mr. Harris. Well, we talked about this meeting, yes: they had bee: 
here. 

The Cuatrman. Did you go into details about it? 

Mr. Harris. Nothing in particular in details that I know of. 

Mr. Correr. Did they ask you what you remembered about the 
meeting ? 

Mr. Harris. Well now, it has been about a month ago, why, they got 
in contact with us out there at Gunnison, and wanted to know 

Mr. Correr. Who did 4 

Mr. Harris. My dad did. He wanted to know if my wife was at 
the meeting there in Kansas City in the room at the time of this meet 
ing. and she said she was, and I didn’t know she was, I didn’t recollect 
that. I knew I was. 

Mr. Correr. Did he also ask you if you were at the meeting? 

Mr. Harris. Well, my dad knew I was there. 

Mr. Correr. He did? 

The Cuatrman. You do recollect very well, however, that it was 
after Mr. Hall left that this conservation about the 30 or 35 percent 
to be obtained by Mr. Yancey and Mr. Smith was to take place? 

Mr. Harris. That is right. 

The Cuatrman. It was after H: rT left ? 

Mr. Harris. Yes. 

Senator Munpr. You do recollect very clearly that Mr. Hall was 
in the room for about a very short time, a minute or a minute and a 
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half, 2 minutes, a very short time? Would you say less than 5 
minutes ¢ 

Mr. Harris. I would say in minutes it could have been a minute or 
it could have been a little longer than that. I always personally visit 
a little with Mr. Hall any time I see him. I don’t know, just kind of 
friendly, I like him and I might have talked to him that long myself. 

Senator Kem. You are absolutely sure that Mr. Hall left and Mr. 
Yancey stayed in the room ? 

Mr. Harris. That is right. 

Mr. Correr. Is one of the reasons w hy you are sure of that the fact 
that they had no basis to talk the 35 percent profit until Mr. Hall had 
come and delivered the paper indicating that CCC would store more 
erain there / 

Mr. Harris. Well now, I will tell you, that is right. The way I 
remember the thing, they wanted to know before we could even talk 
at least whether or not they would get the grain. Then, after Mr. 
Hall came with the notice that they had this surplus of grain to 
furnish, why then, these fellows came back on the deal, “Well, now, 
we want to know what we are going to get.” and I couldn’t say just 
exactly for sure which one of them said that. 

The Cuatrmanx. Was Mr. Yancey there at all times, that is, before 
Mr. Hall came in and, of course, after he left / 

Mr. Harris. Well now, the things just dwindled down to where I 
couldn't tell you as tow ho walked out first. 

The Cuamman. I mean while this conversation was going on, after 
Mr. Hall came in. Mr. Yancey and Mr. Smith were still there, and the 
talks kept on until, I presume, the meeting broke up, is that it! 

Mr. Harris. Yes. 

The Cuatrman. All right. Any further questions / 

Senator Kem. Just one more question: The War Assets Adminis- 
tration has an office in Kansas City, has it not ? 

Mr. Harris. I don’t know. 

Senator Kem. Did it occur to you there was anything unusual about 
the fact that a Government official should come to your hotel room 
to discuss a renewal of a Government contract with vou ‘ 

Mr. Harris. That is right. 

Senator Ky mu. It did occur to you as being out of the ordinary 4 

Mr. Harris. Yes, it did. I always wondered; I never was in the 
War Assets office that I know of. and I don’t know if the had an 
office or not, but it always 

Senator Kem. As a citizen, you expect Government business to be 
conducted in a Government office ¢ 

Mr. Harris. Yes. 

Senator Kem. If that branch has an office in that city / 

Mr. Harris. Yes. 

The CHatrMan. Who arranged the meeting? Didn't vour father 
do it? j 

Mr. HI ARRIS., Well. ni dad, through Mr. Yancey, made an arrange- 
ment that we could vet the lease if we could come into Kansas City. 
My dad had already tried to vet it. 

The Cuatrman. I am talking about the place of the meeting. Did 
vou know in advance that the meeting was gomg to take place in the 
hotel ¢ 


Mr. Harris. No 
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The Cuatrrman. When did you find it out? 

Mr. Harris. I didn’t. 

The CuatrMan. You did not know that? 

Mr. Harris. No. 

The Cuatmman. You did not know who arranged for the meeting 
to be at the hotel ¢ 

Mr. Harris. Well, I imagine probably Glen Yancey did; I don’t 
know. Iam just guessing. 

The Cuamman. I see. 

Mr. Harris. There is no need to say that. 

Mr. Correr. Mr. Harris, didn’t it occur to you that it was pretty) 
unusual that Mr. Hall should come to the hotel, too? 

Mr. Harris. Well now, the way I understand it or remember it, 
my dad phoned over there, and Mr. Hall was going to wire us about 
it, that we could have this storage to make it official or legal or some 
thing, and instead of that he come over, and I know that my da 
mentioned that he was sure glad he had come over. 

The Cuamman. Why ? 

Mr. Harris. Well, to just see what was taking place. 

Mr. Correr. So that he would have some basis to talk to these othe: 
two gentlemen, Mr. Yancey and Mr. Smith? 

Mr. Harnts. So he would have some, what I consider, reputabl 


man that seen the actual meeting. 
The CnatrmMan. And to assure him that they would get the grain‘ 
Mr. Harris. No; and to assure him that them guys were there. 
Mr. Correr. Mr. Harris, did you hear the name of Mr. Turney men 
tioned in this deal ? 
Mr. Harris. Mr. Turney was with the War Assets Administration 


Mr. Correr. So are a lot of other people. 

Mr. Harris. Yes: but he was with the War Assets Administration, 
an acquaintance of Glen Yancey’s. 

Mr. Correr. He was also an acquaintance of your father, was he not / 

Mr. Harris. Well, I had met him, and—— 

Mr. Correr. Hadn't he done some auditing of your father’s books’ 

Mr. Harris. No; as far as that auditing is concerned, I never see! 
anything of the books. 

Mr. Correr. But you know about it? 

Mr. Harris. But I do know that at some time or other my dad 
had the books checked over to see if everything was regular, and 
expense—— 

Mr. Correr. By whom? 

Mr. Harris. I couldn’t tell you who done that. 

Mr. Correr. But coming back to my previous question, did you hea: 
the name of Mr. Turney mentioned in this hotel conversation ? 

Mr. Harris. Well, it could very easily have been mentioned, but I 
wouldn’t want to say I remember it, because I didn’t see him there. 
and I wouldn’t want to connect any time I heard his name mentioned 
with the time I couldn’t be sure of. 

Mr. Correr. You could not say that you heard him mentioned as part 
of this 35-percent deal? 

Mr. Harris. I was just under the impression, and it could have bee! 
that I heard it mentioned, it could have been I didn’t. 

The Cuatrman. Is that all? Any further questions? Thank you 
very much, Mr. Harris; you may retire. 
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Mrs. Elma L. Harris, do you solemnly swear to tell the truth, the 
whole truth, and nothing but the truth, so help you God? 
Mrs. Harris. Yes, sir. 


TESTIMONY OF ELMA L. (MRS. VERNON M., JR.) HARRIS, GUNNI- 
SON, COLO. 


Mr. Correr. Do you want to give your full name for the record, 
Mrs. Harris‘ 

Mrs. Harris. Elma L. Harris. 

Mr. Correr. And vou are the wife of Mr. Harris, Jr., Mr. Vernon 
Harris, Jr. 

Mrs. Harris. Yes, sir. 

Mr. Correr. And sometime in 1950 did you accompany your husband 
and your father-in-law to Kansas City { 

Mrs. Harris. Yes, sir. 

Mr. Correr. Can you fix the date of that trip? 

Mrs. Harris. Well, it was in April, between the 17th and the 20th. 

Mr. Correr. Between the 17th and the 20th of Api i ( How do you 
fix that, Mrs. Harris/ 

Mrs. Harris. Well, I bought a couple of dresses and gave a check 
for it, and that was how I remembered. 

Mr. Correr. Well, have you looked up recently and found the date 
of the check ¢ 

Mrs. Harris. Yes, sir. 

Mr. CorTrTer. What was the cate « f the check ? 

Mrs. i ARRIS, Well, I believe it was the 18th—the 18th of April. 

Mr. Correr. The isth of April? How many days were you i 
Kansas ¢ ‘ity ¢ 

Mrs. Harris. Three days. 

Mr. Correr. Do you know on what day you bought the dresses, of 
the days vou were in Kansas City ¢ if 

Mrs. Harris. Well, it was the 18th. 

Mr. COTTER. Well. I mean—— 

Mrs. Harris. It was the second day. 

Mr. Correr. The second day ¢ 

Mrs. Harris. I don’t know for sure. 

Mr. Correr. You are not sure whether it was the first day or the 
third day? 

Mrs. Harris. It must have been the third day. 

Mr. Correr. Is that the last day you were there ¢ 

Mrs. Harris. Yes. 

Mr. Corrrer. So you must have been there from the 15th to the 18th? 

Mrs. Harris. No: we went there the 17th, and we were there the 
18th, and I bought the dresses on the 19th. 

Mr. Correr. You bought. the dresses on the 19th ? 

Mrs. Harris. Yes. 

Mr. Correr. Then the checks were dated the 19th? 

Mrs. Harris. They must have been. 

Mr. Correr. Was there a meeting in the hotel at which you were 
present when your father-in-law and Mr. Smith and a Mr. Yancey 
and your husband were present ¢ . 

Mrs. Harris. Yes, sir. 

Mr. Correr. Was that on the day you bought the dresses? 

Mrs. Harris. Yes, sir. 
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Mr. Correr. What day would that be? 

Mrs. Harris. That would be the 19th. 

Mr. Correr. On the 19th of April? 

Mrs. Harris. Yes. 

Mr. Correr. 1950. 

Could you tell us what took place, what the conversation was 
between your father-in-law and these other people in the room ?¢ 

Mrs. Harris. No, sir; I couldn’t. I was just an innocent bystander 
and never paid any attention. 

Mr. Correr. You were just there, but were you there during the 
whole period ¢ 

Mrs. Harris. No. 

Mr. Correr. Do you recall what period you were there? 

Mrs. Harris. It was just at the beginning of the meeting I was 
there for a minute. 

Mr. Correr. Were you there when Mr. Hall was there? 

Mrs. Harris. Yes, sir. 

Mr. Correr. Did you leave before Mr. Hall left / 

Mrs. Harris. No, sir. 

Mr. Correr. How long after Mr. Hall left did you leave? 

Mrs. Harris. Soon after. 

Mr. Correr. Soon after. 

Who was present when Mr. Hall came in ? 

Mrs. Harris. Mr. Yancey, Mr. Bill Smith, Mr. V. M. Harris, Sr., 
and Mr. V. M., Jr., and myself. 

Mr. Correr. Who was present after Mr. Hall left ? 

Mrs. Harris. Well, Mr. Bill Smith, Mr. Vernon Harris, V. M., and 
myself; Mr. Yancey was there. 

Mr. Correr. Did Mr. Yancey leave with Mr. Hall? 

Mrs. Harris. Well, I don’t remember. 

Mr. Corrrer. You do not remember that ? 

Mrs. Harris. No. 

Mr. Correr. I think that is all. 

The Cuarrman. Any questions? Thank you very much. 

Mr. George Hall. Do you solemnly swear the testimony you will 
give will be the truth, the whole truth and nothing but the truth, so 
help you God ¢ 


Mr. HA. I do. 


TESTIMONY OF GEORGE G. HALL, CHIEF, STORAGE AND MAINTE- 
NANCE SECTION, PMA COMMODITY OFFICE, KANSAS CITY, MO.— 
Resumed 


Mr. Correr. Do you want to give your full name, Mr. Hall? 

Mr. Hatu. George G. Hall. 

Mr. Correr. Where are you employed? ° 

Mr. Haut. Commodity Credit Corporation, Kansas City, Mo. 

Mr. Correr. Where were you employed in 1950? 

Mr. Haun. Commodity Credit Corporation, Kansas City. 

Mr. Correr. You were here before as a witness, were you not? 

Mr. Haut. IT was. , 

Mr. Correr. At these hearings, in connection with the V. M. Harris 
Grain Co. ¢ 

Mr. Haun. No, sir. 

Mr. Correr. In connection with the Midwest ? 
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Mr. Hatw. Midwest; that is right. 
Mr. Correr. Do you recall the renewal of any contracts to store grain 
with the V. M. Harris Grain Co. ? 
Mr. Hat. I do. 
Mr. Correr. Do you recall any meeting that you had with Mr. Harris 
in any hotel in Kansas City early in 1950? 
Mr. Hau. I delivered a letter to Mr. Harris at the Phillips Hotel 
in Kansas City. 
Mr. Correr. Can you fix the date of that? 
Mr. Harv. Other than th date of the letter that I have a copy of. 
Mr. Correr. What is the date of the letter? 
Mr. Hauw. April 18, 1950. 
Mr. Correr. Can you give us the circumstances of how you hap- 
pened to go to Mr. Harris’ hotel ? 
Mr. Hauwi. At the direction of Mr. Walton who was director under 
his direction. 
Mr. Correr. He instructed you to take this letter over there? 
Mr. Hauw. He did: yes, sir. 
Mr. Correr. Do you have the letter with you? 
Mr. Hawi. I do, a copy of it, not the original. 
Mr. Correr. May we see it ¢ 
Senator Kine. Where was the office of the Commodity Credit 
Corporation at that time ‘ 
Mr. Hay. 911 Walnut 
Senator Kem. And the Phillips Hotel is at the corner of 12th and 
Baltimore ¢ 
| Mr. Hauw. Yes, sit 
Senator Kem. About how far is that ? 
Mr. Hau. About four or five blocks. 
The CuatrMan. Do vou know who had asked Mr. Walton to deliver 
that letter? 
Mr. Hatz. I do not, Senator. 
The CuatrrmMan. You do not know? 
Mr. H ALL. I do not. 
The CuarrMan. Do you know why the letter was written / 
' Mr. Hau. I think the contents of it will bear that out, Senator. 
The Cuatrman. Of your own knowledge you do not know ‘ 
Mr. HALL. Of my own know ledge I do not. 
The Cuatrman. You do not know of any conversation, either with 
Mr. Harris or the participants in this meeting, with Mr. Walton ¢ 
Mr. Hauu. I do not. 
Senator Arken. About what time of day was this letter delivered ¢ 
Mr. Hay. Senator. | think it was near the noon lunch hour, be- 
cause I recall that I stopped and got lunch after I had left the Phillips 
Hotel. 
Mr. Correr. Did you have any conversation with Mr. Harris just 
prey ious to delivering that letter? 
Mr. Hauxi. No, I did not. 
Mr. COTTER. Do you have anything to do with that is a short let 
ter. 1s it not ¢ 
Mr. Hau. It is. 
Mr. Correr. Would you read the letter‘ 
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Mr. Haw (reading) : 
CoMMobITY CREDIT CORPORATION, 
Fidelity Building, 911 Walnut Street, 
Kansas City, Mo., April 18, 1950 


Mr. V. M. Hargis, 
V. M. Harris Grain Co., Scott City, Kans. 


Dear Mr. Harris: In answer to your inquiry, please be advised that it is 
apparent that the grain now stored by you for the account of the Corporation at 
Camp Crowder will be continued in storage for the full period of our storage 
contract with your company and based on the present storage outlook this storaye 
space will probably be needed for some time thereafter. However, before we 
can continue to store the grain now in store beyond your present contractua! 
lease date, it would, of course, be necessary that you secure an extension of your 
lease from the lessor. 

Very truly yours, 
Wooprow R. WALTON, 
Director, PMA Commodity Ofice 

Mr. Correr. Has Mr. Harris at any time, to your knowledge, ever 
tried to get released from the storage-grain contract from the War 
Assets Administration ? 

Mr. Hatx. Repeat that; I did not get that. 

Mr. Correr. Please read the question. 

(The question was read.) 

Mr. Hau. I do not get your question, Mr. Cotter, because I have no 
connection with the War Assets. 

Mr. Correr. You were just a messenger boy on this occasion ¢ 

Mr. Hau. On this occasion, yes, on this particular occasion. 

However, I was on the drafting of the supplement of the original 
agreement for the storage of grain. 

Mr. Correr. When you have an agreement—let us take this par- 
ticular case: Mr. Harris had a lease from War Assets at Camp 
Crowder. You are generally familiar with that fact? 

Mr. Haut. I am. 

Mr. Correr. And you people entered into a contract with him to 
store grain at Camp Crowder; is that correct ? 

Mr. Haut. Correct. 

Mr. Correr. And that was sometime in the summer of 1949? 

Mr. Hauw. Right, the 16th day of July, to be exact. 

Mr. Correr. This letter is dated April 18, 1950? 

Mr. Hau. That is right. 

Mr. Correr. Assuming that Mr. Harris’ lease with War Assets 
expired on July 1, 1950, do you have any information or did it ever 
come to your attention, that he had ever made an agrement to have 
that contract canceled and you get the grain out of there by July 
1950 so that he could cancel his contract with War Assets? 

Mr. Hav. Not at that time. 

Mr. Correr. Was there any other time? 

Mr. Harv. Well, I would like to present for the record a letter 
from Mr. Harris on March 18, 1950. 

Mr. Correr. That is the previous month? 

Mr. Hauw. That is right. 

Mr. Correr. Let us have it. 

The CuatrmMan. Read the letter. 

Mr. Hatt. This is addressed to Mr. Woodrow R. Walton, Com- 
modity Credit Corporation, Fidelity Building, 911 Walnut, Kansas 
City, Mo.: 
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Deak Mr. WALTON: Attached please find our report on space available at 
Camp Crowder buildings, Neosho, Mo. We are attempting to work out an 
agreement with the Midwest Grain Co., Kansas City, Mo., who also have con- 
siderable storage at Camp Crowder, whereby our interests will not be quite 
so conflicting as in the past. We are supposed to know about this in a few 
days. 

At the present time we have the rent paid on the storage to June 24, 1950. 
We have the oral promise from Mr. E. V. Turney, Director, General Services 
Administration, that he will grant us an extension of the lease. 

We made written application for an extension of this lease on January 14, 
but up to this time do not have any written agreement of extension. However, 
we feel that the oral promise should be good for an extension since we are 
already in position and have grain in store there now, in fact quite a considerable 
amount. : 

Mr. Turney has not been well for several months and I understand Mr. W. B. 
Smith is taking quite an active part in the handling of the buildings. I wish 
you would contact Mr. Smith at the Office of Real Property Disposal, whose 
offices are with General Services Administration, Troost Avenue at Bannister 
Road (95th Street), P. O. Box 1037, Kansas City, Mo., and recommend to him 
that we be granted this extension 

Any deal we could work out with Midwest Grain Co. could be taken care of 
later. In any event should we take on more grain and get the extension the 
V. M. Harris Grain Co. would be the operators just the same as we have been 
in the past. We will be glad to get a wire from you when you find the attitude 
of the General Services Administration 

Yours very truly, 
V. M. Harris GRaIn Co., 
By V. M. Harris. 


The CHatrmMan. Have you any other correspondence from Mr. 
Harris? 

Mr. Harri. Of what nature, Mr. Chairman? 

The Cuatrman. Concerning this lease or anything connected 
with it? 

Mr. Hauw. There is a lot of material in here, Senator, if you will 
permit me to look. 

The Cuamman. According to that letter it is not in accord with the 
testimony he gave before this committee. 

Mr. Haut. I don’t think you are interested in anything such as 
claims or such as that, freight claims? 

The CuatrMan. What is the date of that? 

Mr. Haru. October 24, 1950. 

The Cuarrman. It has no reference to the lease? 

Mr. Hau. None. 

The Cuamman. To whom was this letter you just read addressed ? 

Mr. Hartz. Mr. Woodrow R. Walton. 

The CuarrMan. Have you a copy of an answer? 

Mr. Hauw. I think I do, Senator. 

The Cuatrman. Will you please let us have that answer? 

Mr. Haru. I donot have it, Senator. I have gone through the folder 
and I fail to find any other letters. 

The Cuatrman. Would you know whether or not Mr. Walton 
inswered that letter from Mr. Harris? 

Mr. Hawi. I think this letter is an answer to his, this copy of the 
letter. 

The Cuarrman. When you say “this letter” you mean the letter 
that you read into the record previous to this one? 

Mr. Hatz. That is right; this copy right here. I think that is an 
inswer to this, because I think Mr. Harris wanted to have some assur- 
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ance that the grain would be left there if he renegotiated a lease with 
the War Assets. 

The Cuamman. Well, in the letter that you have just read, that is 
the one dated March 18, Mr. Harris states that he has an oral promise 
from whom ¢ 

Mr. Hau. Mr. Turney. 

The Cuatrrman. There was a promise that the lease would be 
renewed. 

Mr. Hauww. That is right. 

The CuatrmMan. Do you know whether or not this letter of the 18th 
is in answer to the letter you have just read ¢ 

Mr. Haw. I could not say, Senator. 

The Cuamman. You would not know, but it is your impression ? 

Mr. Haw. I presume it is. 

Senator Munpr. How much time is there which has elapsed between 
the date of the letter sent by Mr. Harris and the date of the letter which 
you delivered to Mr. Harris? 

Mr. Haut. Thirty days. 

Senator Munor. Thirty days? 

Mr. Hatt. March 18 to April 18 

Senator Munpr. Would you know any reason why a letter which 
had not been answered for a month should suddenly require such 
speedy reply that it would be delivered by you by hand at the hotel 

Mr. Hay. Senator, I couldn't answer that because—— 

Senator Munpr. It would seem logical 

Mr. Hau. (continuing)—The letters were not addressed to me. 

Senator Munpr. I understand that. 

Mr. Haut. The party who signed it was not me, it was not dictated 
by me. 

Senator Munpr. The only way you could know, Mr. Hall, would 
be if the man to whom the letter was addressed, would say to you, 
“Mr. Harris was in to see me or he telephoned me, and they are going 
to have a meeting on the lease matter, and they want the answer right 
now,” and if he told you anything about the urgency of having to 
walk the letter over instead of relying on the mail. 

Mr. Haut. He told me nothing other than to take this letter to M1 
Harris at the Phillips Hotel. 

Senator Munpr. May I ask, counsel, is the man to whom the letter 
was addressed available as a witness? Obviously, Mr. Hall did not 
have any conversation with Mr. Harris. He was simply—— 

Mr. Haw. I did not. 

Senator Munpr. He was simply serving as a third party on this, 
and he cannot answer the question. But the man to whom the lette: 
was addressed would know why a letter that had been delayed | 
correspondence for 30 days suddenly became so urgent that he sent 
a distinguished Government official over there to deliver it. There 
must be some reason for that. 

Mr. Correr. Senator, the letter is addressed to Mr. Walton, I be 
lieve, and, as you may recall, he was a witness here in connection wit! 
the Midwest cases some time ago, and his present address, he is wit! 
some grain company at Forth Worth, Tex. 

Senator Munpr. I do not like repeating calling these people in 
from all over the country, but I do not see how you can do it otherwise 

The Cuarrman. You have it in the letter. 
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Senator Munpr. Except it is obvious that there was some conver- 
sation that took place between Mr. Harris and Mr. Walton. 

Mr. Correr. We might be able to clean this up, Senator, by calling 
Mr. Harris, and I just notified his attorney we would like to recall 
him. 

Senator Kem. What the Senator from South Dakota is interested 
in is the news behind the news. 

Senator Munpr. You cannot expect Mr. Hall to tell you what took 
place. He does not know. He has told us all that he knows. 

Mr. Correr. Mr. Hall, whose initials are on that letter, who diec- 
tated the letter addressed to Mr. Harris, that is, the letter of April 18 / 

Mr. Haui. Mr. Walton and I have the true copy with his initials 
on it. 

Mr. Correr. Wouldn't any copy show it! 

Mr. Haut. No. Here it is. Here are his initials. This is the 
true copy of the duplicate, Mr. Cotter. Here is the true copy of it 
with his initials right on it. 

The Cuatrrman. This isa copy of this letter? 

Mr. Hatz. That is right. That is all this is, Senator, a copy. That 
s the original copy that he initialed when he signed ig. 

Mr. Correr. And this is initialed “W. R. Walton: H. H.” What 
does the “H. H.” stand for / 

Mr. H ALL. Helen Highbervger. 

The Cuamman. Evidently that letter of the 18th was dictated by 
Mr. Walton. 

Mr. Haut. That is why I say, Senator, I can’t tell why this was 
brought about. I had nothing to do with it: I didn’t dictate it. 

Senator Munpr. Mr. Hall, is it the usual experience of yours or 
a somewhat unusual experience that in your capacity as a Government 
official you were asked to deliver a letter of this type to a man in a 
hotel room’ That did not happen very often, did it 4 

Mr. Haus. It did not, Senator. 

Senator Muwnpr. So there must have been some conversation of 
some kind that Mr. Walton knew this meeting was taking place. 

Mr. Hatz. I might defend our position—just a moment, Senator. 
Here we had a quantity of grain in a vicinity that we did not know 
whether this warehouseman Was voing to get the renewed lease, and 
it was approaching the expiration date. and we had to have some 
knowledge to move this quantity of grain. 

Now, whether that warrants a messenger when two parties get 
together to negotiate a contract or a document, I can’t say. 

Senator Munpr. I am not trying to criticize your delivering it; I 
am trying to point out that there must have been some communication 
other than the letter 

Mr. Hau. Possibly — 

Senator Munpr (continuing). That reached the author of the letter 
so that he knew where Mr. Harris was, that the meeting was taking 
place, and where to send you with the letter. That is what I am 
trying to make out. 

Mr. Hawi. That is right. 

Senator Munpr. It probably could have been perfectly proper that 
he send you over so that it could have come to a head, but I am trying 
to point out that there is available evidence in this picture that we 
cannot get from you as to why he asked you to deliver this letter. 
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Mr. Hau. That is right. 

Mr. Correr. Mr. Hall, did a member of the investigating committee. 
of the investigating staff of this committee, call you recently long 
distance ¢ 

Mr. Hai. They did. 

Mr. Correr. What was his name? 

Mr. Hauut. Mr. William E. Aud. 

Mr. Correr. Mr. Aud. Did he ask you a series of questions ove 
the long-distance telephone ¢ 

Mr. Haw. He did. 

Mr. Correr. Did he ask you if you had been to this Phillips Hotel ¢ 

Mr. Hau. He did. 

Mr. Correr. To deliver this letter? 

Mr. Hau. He did. 

Mr. Correr. Did he ask you who was there? 

Mr. Haru. Yes, sir. 

Mr. Correr. Did you tell him? 

Mr. Hatt. I told him to the best of my recollection. 

Mr. Correr. Who did you tell him was there ¢ 

Senator Munpr. Quite regardless of what you told him, will you 
tell us who was there as a—— 

The CHamman. Wait a moment. 

Mr. Correr. I want to develop something, Senator. Let us skip 
that. 

Did you tell him that you were only there a little while ¢ 

Mr. Haut. I did. 

Mr. Correr. And that you left the room with other people in it! 

Mr. Haut. I did. 

Mr. Correr. Did you tell him that you did not leave with Mr. 
Yancey ¢ 

Mr. Hau. I told him that I didn’t yesterday, Mr. Cotter. 

Mr. Correr. Has something occurred since yesterday ? 

Mr. Hay. That is right; yes, sir. 

Mr. Correr. What has occurred ¢ 

Mr. Hatt. I live in a flooded area, so last night, to be here at your 
request, I came into Kansas City, stayed all night in a hotel, the 
Pickwick Hotel at Kansas City, and Mr. Yancey called me about 11 
o'clock last night and asked to see me. I couldn’t refuse to see the 
man. 

Mr. Correr. How did he know you were there ¢ 

Mr. Hatt. I presume he called my home and my wife told him 
where I was, where I was supposed to be, and he came up to the room. 
I had not seen this man, ae once previous, and that was in this 
room. I never had any dealings or association or connection with 
Mr. Yancey. He was in the room the day I delivered the letter, and 
when he came in I recognized him as the man that was in the room, 
and another gentleman who I could not say who he was. 

Mr. Correr. You mean someone else came in last night with him. 

Mr. Harty. No, no. He was alone last night in my room, but | 
mean another representative, and I presume it was War Assets o: 
General Services; I don’t know. 

Senator Munpr. Do you know Mr. Smith personally ? 

Mr. Hatt. I do not. 

Senator Munpr. It could or could not have been Mr. Smith ? 








STORAGE AND PROCESSING ACTIVITIES OF CCC 1011 


Mr. Haw. That is right; it could or could not; I can’t say because 
I never met the man. 

Senator Munpr. O. K. 

Mr. Haut. And after I saw Mr. Yancey, he related two incidents in 
the conversation, that we left the hotel together. This probably is 
personal, but I think it should be in the record so that I can satisfy 
myself that he is the only man that would know it. 

‘May 4, 1950, I took a trip to Tokyo, Japan, Mrs. Hall and I, to see 
her daughter and family, and he mentioned it as we were going up the 
street, as we left the hotel, went down on Twelfth and up Baltimore to 
Eleventh, and that was the end of our journey. 

Mr. Correr. Wait a second. When did you and your wife go to 
Japan ¢ 

Mr. Hau. May 4, 1950. 

Mr. Correr. May 4¢ And Mr. Yancey mentioned this— 

Mr. Hau. In the conversation. 

Mr. Correr. Which he had with you? 

Mr. Harti. On April 18. 

The Cuatreman. Are you sure it was in 1950 that you went to Japan ¢ 

Mr. Hat. Yes, sir. 

The CHarrMan. You had been to Japan ? 

Mr. Hai. No, Senator. 

Senator Arken. April 18; what year? 

Mr. Hau. 1950, why, certainly. I want to make sure it was not 
last week. 

Mr. Correr. Mr. Hall, when did you go to Japan ! 

Mr. Hai. May 4, 1950. 

Mr. Correr. You are sure of that? 

Mr. Hau Positive. 

Mr. Correr. This meeting occurred April 18, 1950. 

Mr. Hay. That is right. 

Mr. Correr. How could you and Mr. Yancey be discussing a trip 
to Japan that you had not taken yet / , ) 

Mr. Haw. Well, that was it, he was wishing me a nice trip on it. 

Mr. Correr. Oh, I see. 

Mr. Hawi. That is what I tried to tell you, that it was a personal 
conversation that I know that he and I had. 

Mr. Correr. You had told him you were going to go? 

Mr. Hau. I didn’t tell him, someone else told him. I don’t know 
whether it was Mr. Harris or some of the others, because I think Mr. 
Harris in our association there in the office—he knew I was taking the 
trip—-and I don’t know whether he told Mr. Yancey or not. 

Mr. Correr. But you and Mr.—— 

Mr. Hai. But he mentioned my trip to Japan. 

Mr. Correr. Did you have any other conversation that you now 
recall ? ; 

Mr. Haut. Yes, sir; I do. His name is the same name as our 
postmaster in Liberty, Mo., and I asked him if he was any relation 
to that family. 

The Cuarrman. And those two instances made you remember—— 

Mr. Hauz. That is right, Senator. 

The CuHarrman (continuing). That he had left with you? 

Mr. Haux. That is right; that is right. And, as I say again. I 
never saw the man but the once in the hotel room, and last night. 
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Mr. Correr. Do you have any mutual friends? 

Mr. Hau. Sir? 

Mr. Correr. Do you have any mutual friends? 

Mr. Hatt. He and 1? 

Mr. Correr. Yes. 

Mr. Haw. No, sir. 

Mr. Correr. He came alone to your hotel last night? 

Mr. Hauz. That is right. 

Mr. Correr. Did you hear any conversation in the room with re- 
spect to the renewal of the Harris lease with War Assets? 

Mr. Haw. I did not; it wasn’t mentioned in my presence. 

Mr. Correr. I think those are all the questions I have. 

Senator Kem. Were Glen Yancey and Bill Smith already in the 
room when you arrived at the Phillips Hotel room ¢ 

Mr. Hai. They were. 

Senator Kem. So any conversation in that respect might have taken 
place before you arrived ? 

Mr. Haw. Possibly; I wouldn’t say. 

Senator Kem. You hi id no knowledge of it one w ay or the other? 

Mr. Haut. No knowledge. 

Senator Kem. It is entirely possible it did. Now, Mr. Hall, when 
you were here before the committee some time ago, do you recall your 
testimony in regard to the Midwest Grain & Storage Co. contract 
with the Commodity Credit Corporation? 

Mr. Hauu. From what angle, Senator? 

Senator Kem. Pardon me? 

Mr. Hatz. From what angle; what question and what answer? 

Senator Kem. Do you recall testifying? 

Mr. Hau. I did; I was here. 

Senator Kem. And you said that there was no financial statement 
from the Midwest Grain & Storage Co. in the files as required 
the regulations? 

Mr. Hau. I did. 

Senator Kem. Was there such a financial statement for the V. M 
Harris Grain Co. as required by the regulations? 

Mr. Hari. There was. 

Senator Kem. So the regulations were complied with in the Harris 
case but were not complied with in the Midwest case; is that correct / 

Mr. Harri. I wouldn’t; I beg the word “complied.” I would say 
there was an oversight, but I still say that there should have been 
one, or [ was under the impression there was one. 

Senator Kem. My question to you now is- 

The Cuarrman. Where? 

Mr. Hatt. In the folder 

Senator Kem. My question to you now is, Can you account for any 
difference in the handling of the Midwest case and the Harris case 
in that respect ? 

Mr. Hatt. I cannot. 

Senator Kem. Does the fact that the members of the Harris Grain 
Co. firm were people of political prominence and political influence 
lead you to believe that the two cases were handled in any different 
way? 

Mr. Hau. They were not. 
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Senator Kem. You would not account for it in that way? 

Mr. Hau. No, sir. 

Senator Kem. On that ground? 

Mr. Hau. No, sir. 

Senator Kem. Is there any other ground that you can account 
for it? 

Mr. Hatt. No, sir. All of our transactions, the negotiations are 
nondiscriminatory, and no favoritism is shown. 

Senator Kem. And you are at a loss to understand why in the 
Harris case the financial statement required by the regulations was 
secured, and in the Midwest case it was not ¢ 

Mr. Hatt. I do not have the answer. 

Senator Kem. That is all. 

Mr. Correr. Mr. Hall, are you positive now that you did leave the 
hotel with Mr. Yancey ¢ 

Mr. Hay. I am; I am. 

Mr. Correr. And that you had this conversation, which you re- 
lated, with him ? 

Mr. Haut. Mr. Cotter, 2 years’ lapse of time, when it was only 
casual on my part; I just went there as a messenger, you might say; 

I had nothing to impress on my memory. But when the conversa- 
tion was related by the man last night, I did recall the incident. 

Senator Kem. You have had many years’ experience in the grain 
business, have you not, Mr. Hall? 

Mr. Hau. No, sir; only since September 24, 1948. 

Senator Kem. What business were you in prior to that time? 

Mr. Hatu. The Department of Agriculture since February of 1933; 
Crop Insurance, War Food Administration, Food Distribution Ad- 
ministration, Food Trades. 

Senator Kem. You have had considerable experience in Government 
service ¢ 

Mr. Hauu. That is right: since 1933 

Senator Kem. In responsible positions ¢ 

Mr. Hatz. Reasonably; I wouldn’t say responsible. 

Senator Kem. Are you a member of the well-known, highly re- 
garded family of Halls in Liberty, Mo.; are those your people / 

Mr. Hatt. You mean the Jesse Jameses 

Senator Kem. No: I mean the reer wall 

Mr. Haut. My uncle married a sister, yes, sir; if you want to know. 

Senator Kem. I mean the family that lives in the very imposing 
house there that is called Whitehall. 

Mr. Hatz. No; that is George Hall, no relation, no relation. I am 
not in that group. 

The Cuatrman. Any further questions? 

Senator Munpr. How long were you in the room in the Phillips 
Hotel, Mr. Hall? 

Mr. Hau. Not to exceed 5 minutes; in fact, I didn’t take off my 
overcoat. 

Senator Munpr. Can you fix the time of day as closely as you can 
when you went to the room ¢ 

Mr. Harti. I would say somewhere between the lunch hour of 12, 
12:30 to 1 or 1:15. 

Senator Munpr. You would say it was sometime between 12:30 
ind 1: 15¢ 
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Mr. Haut. To the best of my knowledge. 

Senator Munpr. You are pretty sure it was not any later than that 

Mr. Hau. I don’t think so, Senator, because, as I stated before. | 
ate lunch on my way back to the office. 

Senator Munpr. Are you positive that when you entered the roon 
the two Harrises were in the room ? 

Mr. Haut. They were, and Mrs. Harris. 

Senator Munpvr. And Mrs. Harris. Are you positive that M); 
Yancey was in the room when you came in? 

Mr. Haux. I am. 

Senator Munpr. And there was one other person whose identity 
you do not know? 

Mr. Haut. I do not; no. 

Senator Munpr. | am a little curious about this hotel conference 
down at the Pickwick Hotel last night as to the relationship between 
Mr. Yancey’s knowledge that you went to Japan and he wished you a 
bon voyage, and the fact that he knew and, of course, you knew, that 
the postmaster of your home town had the same name. 

Just how did the processes of deduction develop to make you now 
positive that you left the hotel room with Mr. Yancey ? 

Mr. Haw. Well, as I previously testified, Senator, in a casual 
assignment you don’t remember all details. 

Senator Munpr. That is right. 

Mr. Hai. But when my memory was refreshed by his statements 
brought it back to me. 

Mr. Correr. Did he tell you why he contacted you last night? 
Mr. Hatt. None other than he had been before this committee. 
Senator Munpr. Did he tell you that he wanted to convince this 
committee of the fact that he left the hotel room with you ¢ 

Mr. Haut. What is that, Senator ¢ 

Senator Munpr. Did he tell you that he was desirous of convincing 
this committee that he had left the hotel room with you ¢ 

Mr. Hau. He did not. 

Senator Munpr. What reason did he give you for wanting to refresh 
your memory ¢ 

Mr. Hau. I can’t answer that, Senator; he didn’t make such state 
ment. 

Senator Munpr. That was only last night, Mr. Hall. 

Mr. Hau. That is right. 

Senator Munpr. Will you sort of reconstruct what happened ¢ You 
were not expecting him. 

Mr. Hauu. No, sir; I was surprised. 

Senator Munpr. You got a telephone call and he said, “This is 
Yancey; I want to see you. ' 

Mr. Haw. Yes. 

Senator Munpr. You said, “Come up to the room”? 

Mr. Haw. Yes, sir. 

Senator Munpr. Take it from there and reconstruct the conver 
sation. 

Mr. Hau. Well, he asked me if I remembered him, and I first said 
“No.” 

Senator Munpr. If you re ‘membe red what? He came in and said, 
“Mr. Hall, do you remember 


os 
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Mr. Haw. Well, of course, he came in and he said he had just gotten 
back from the hearing. 

Senator Munpr. Just reconstruct the whole conversation as best 
you can. It does not have to be the exact quotation, but just so that 
we can get the picture. 

Mr. Hauz. Well, the conversation more or less was of the meeting 
that—— 

Senator Munpr. How did he open up the subject? You were not 
expecting him at all. He came up. 

Mr. Hat. | was not. 

Senator Munpr. So you opened the door and said “How are you?” 
and the customary pleasantries, and got down to the business at hand. 
How did he introduce the subject ¢ 

Mr. Hatt. Again he started out by saying “I just returned from 
the hearing, and I understood before I left there that you were going 
to be subpenaed.” I don’t know how he got his information. I 
didn’t know it until yesterday afternoon at 4 o’clock. 

Senator Munpr. Was that mentioned in his presence here? I think 
it was. Go ahead. 

The Cuarrman. Would you mind my interrupting you? 

Senator Munpr. I want him to reconstruct it if I may. 

The CHatrmMan. Go ahead. 

Senator Munpr. He told us how he introduced the subject; that you 
were to be subpenaed tomorrow, “and so I would like to talk to you 
about”—what‘ I do not want to put words into your mouth. 

Mr. Haury. Well, whether or not he was present in the room when 
I was there. 

Senator Munor. Yes. 

Mr. Hau. And, as | said at the beginning, that is the first time I 
ever saw the man, and when I saw him again I said, “Yes; I remem- 
ber now that you were there.” 

Senator Munpr. All right; go ahead. Then what happened? 

Mr. Hau. The next statement was that he and I left together, and 
I said, “I don’t recall it.” And then is when he said, “Well, would 
it refresh your memory if I were to tell you of some things that we 
discussed,” and he related those things. 

Senator Munpr. How did he know, Mr. Hall, that you had told a 
member of our committee staff that you were sure he had not left 
the room with you? How did he know that ? 

Mr. Hau. I don’t know the answer to that. 

Senator Munpr. Did he give you any indication as to how he knew ? 

Mr. Hatz. He did not. 

The CHarrMan. What is that question, Senator ? 

Senator Munpr. I wondered how he found that out that a member 
of the staff had contacted Mr. Hall on the telephone, and was in- 
formed by Mr. Hall that he had not left the room with Mr. Yancey. 

Mr. Correr. No. 1, I do not think he said that. No. 2, I found out 
this morning, when J received a call from Mr. Yancey for the first 
time, that he had had a conversation last night—I don’t know where— 
with Mr. Hall, and he told me that when he got back to Kansas City 
the instructions of his attorney were, who had to proceed on to New 
York, that he look up Hall, and that he looked up Hall and had a 
conversation with him; and that Hall was very disturbed because he 
said he had 22, I think, questions and answers that Mr. Aud had pro- 
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pounded to him, and that he had reported to Mr. Aud that he had 
not remembered seeing Mr. Yancey leaving the room with him. 

Mr. Hauy. Mr. Yancey. 

Mr. Correr. So, we waited until he got in here to see what Mr. 
Hall would say. I was not going to approach him, but he approached 
Mr. Aud here and told him of the conversation before he took the 
stand. Does that clear it? 

Senator Munpr. Not entirely. I had my attention partly diverted. 
I was looking for a statement that I wanted to ask Mr. Hall in Mr 
Yancey’s testimony. Will you tell me without all the detail, either 
one of you, who can supply the information of how Mr. Yancey knew 
what Mr. Hall had told our investigator in answer to those questions / 
I was curious to know about that. 

Mr. Correr. Let us read the record back and see if he said anything 
about that. 

Senator Munpr. I think Mr. Hall said that Mr. Yancey told him in 
the hotel room that he was disturbed because he did not remember 
the fact that they had left the room together, and he wanted to point 
out something to refresh his memory, which is perfectly understand 
able. 

Mr. Correr. If he did say that, I would like to know that. 

Would you read the record back, Mr. Reporter? 

Senator Arken. How did Mr. Yancey know what Mr. Hall told 
Mr. Aud? 

The Cuarrman. That Mr. Hall is going to testify ? 

Senator Munpr. Yes. 

The CHamman. Well, the newspapers are full of it. 

Mr. Haw. I have got the Kansas City Star. 

The Cuarrman. The newspapers are full of it. 

Senator Kem. It was not that which Senator Mundt was interested 
in. It was how Mr. Yancey knew, if he did know, what Mr. Hall had 
told a member of the committee staff several days previous; that is 
what Senator Mundt is interested in. 

Mr. Correr. Let us establish the date, Senator. 

Mr. Aud, when did you call Mr. Hall? 

The CuarrMan. Do you want to put him on the stand ¢ 

Senator Munpr. We are just trying to find out. 

Mr. Avup. I called yesterday morning, I suppose, approximately at 
10 o’clock. 

Senator Munor. You called Mr. Yancey? 

Mr. Aup. Mr. Hall. 

Mr. Correr. You called Mr. Hall, and we were trying to see—just 
prior to that hadn’t you called Mr. V. M. Harris, Jr.? 

Mr. Aun. Yes. 

Mr. Correr. And we were trying to see if we could set up this hea: 
ing for today. . 

Senator Kem. Let us ask Mr. Hall, when Mr. Yancey came to see 
you, did he tell you or did he know what you had told the member of 
the committee staff? 

Mr. Hau. He did not. 

The Cuatrrman. As I recall, Mr. Yancey was specific in stating this 
he had left the hotel room with Mr. Hall. 

Mr. Correr. In his testimony. 

The Cuarrman. That is in the testimony. 


J*- > a 
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Senator Munpr. Yes; I would like to read that part of Mr. Yancey’s 
testimony. ‘That is very clear. 

The CuHarrman. Yes. 

Senator Munpr (reading) : 


Mr. Correr. Mr. Yancey, I think you said this was the first occasion you ever 
met Mr. Hall of the CCC, 

Mr. YANceyY. That's right. 

Mr. Correr. Have you met on occasion since then? 

Mr. Yancey. No, sir. ¥ 

Mr. Correr. Have you ever discussed with him the fact that you did go out 
with him? 

Mr. Yancey. I just walked out down the street. 

Mr. Correr. How do you recall so clearly that you left with him? 

Mr. YANCcEyY. I couldn’t say. I remember him telling me about taking this trip 
to Japan. 


The Cuatrman,. That is the point. 
Senator Munopr (reading) : 


Mr. Correr. You don’t know whether he would substantiate the fact that you 
left the hotel with him? 

Mr. Yancey. I think he would. 

Mr. Correr. Have you talked to him about it? 

Mr. YANcEY. No, sir. I have never seen him. I wouldn’t recognize him if I 
saw him. 

Then the question goes off on some other point. This was a public 
hearing, of course, and he might have gotten that from the press. 

Senator Arken. How did Mr. Yancey know yesterday afternoon 
what Mr. Hall told Mr. Aud yesterday morning ? 

Mr. Correr. I don’t have any record here that he did know. 

Senator ArkeN. I understood Mr. Hall to say that he knew that he 
had told our investigator that he did not leave the room with him. 

Mr. Correr. I do not think the record so says. Let us have it read 
again. 

The Cuatrman. No; the record does not say that. 

Mr. Correr. I think we ought to have it explicitly clear. 

Senator Munpr. I had the same impression. 

Mr. Correr. Maybe Jim here can throw some light on it. 

Mr. Kenpaty. I think the fact is that Mr. Yancey was upset about 
whether he left the room with Mr. Hall, and I think the record will 
show that Mr. Harris’ statement, in the public record, was that Mr. 
Yancey did not leave with Mr. Hall. Now, that record is public, and 
Mr. Yancey had access to that record; so that is why, I presume, he 
got in touch with Mr. Hall. 

Senator Arxen. It was Mr. Harris’ testimony? 

Mr. Kenpauu. Yes; it is Mr. Harris’ testimony. 

The Cuarrman. And all this appeared in the newspapers, and I 
presume that is why he got in touch with Mr. Hall. 

You say that you got a Kansas City paper? 

Mr. Hari. Kansas City. 

The Cuatrman. Does it appear in that that you were going to 
appear and testify ? 

Mr. Hai. No; it doesn’t say; it just says “other witnesses” and no 
mention of names; no, sir. 

Senator Munpr. Let us pick up the hotel conversation in the Pick- 
wick Hotel again last night, because I think, from what Mr. Kendall 
has said, that Mr. Yancey has probably seen this testimony. It would 
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give him the same information that he got from the telephone co: 

versation with Mr. Aud. I was going to try to figure out how he 
knew, and we will take that explanation from there. So, you said 
he came in the room—we are trying to reconstruct the conversation, 
Mr. Hall—and you said you rec alled that you left the room together, 
and I think your first answer was “I don’t think I recall,” and he 
went on to say—go on from there. 

Mr. Hau. Well, I repeated that once, Senator. 

Senator Munpr. Yes, but we stopped. I want to have you repeat 
the conversation. 

Mr. Haw. He mentioned these two incidents that did refresh my 
memory, and that was practically all of the conversation. He wasn't 
there over 3 or 4 minutes, because I had to get up at 3 o’clock, and |] 
wasn’t in any mood to entertain him. 

Senator Munpr. What did he say then after you told him, “Yes; I 
think I remember that now. I think I remember your mentioning 
those things”? Then what? 

Mr. Hay. Then, he just said, “I am just relating it to freshen your 
memory,” which he did. 

Senator Munpr. After your memory had thus been refreshed, will 
you tell us about your leaving the room with Mr. Yancey, and where 
you went? Did you have lunch together that day or what did happen? 

Mr. Haru. No, sir. We come out of the room, walked down the 
hall, got out of the elevator, got out on the Twelfth Street entrance, 
down to Baltimore, and down to Eleventh, and we departed. 

Senator Munpr. You left; you went off to have lunch, and he went 
off 

Mr. Haut. I left him at Eleventh and Baltimore. 

Senator Munpr. You proceeded where? You went off to eat lunch? 

Mr. Hau. I went down to eat my lunch and report back to the 
office. 

Senator Munor. Now, did anything in your conversation with Mr. 
Yancey that you can recall, or your conversation with anybody else 
who was in the room, give you any idea of how long these folks had 
been in the hotel room before you came in ? 

Mr. Hau. Did not; no, sir. 

Senator Munpr. You have no idea? 

Mr. Haui. No idea how long they had been there or continued to 
stay. 

Senator Munpr. No idea? 

Mr. Hau. I was there about 5 minutes. 

Senator Munpr. I am interested because we are trying to clear up 
the discrepancies in the testimony, and it involves conversations which 
were participated in by Mr. Yancey. So, if it is established that he 
left the room when you did, then our curiosity flows to the point of 
what might have transpired in the room before you came, and I was 
just wondering whether you had any idea of how long a conversation 
that could be. 

Mr. Hau. I couldn’t answer that, Senator. 

The Cnatrman. Any further questions? 

Senator Kem. When did you first learn there was testimony before 
this committee that a representative of the War Assets Administra 
tion had said that the conversation in the Phillips Hotel room, “What 
is there in it for us?” 
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Mr. Haut. I don’t know, Senator: I never heard that before. 

Senator Kem. You never heard it before? 

Mr. Hau. No, sir. 

Senator Kem. Isn’t that in the newspaper account you referred to? 

Mr. Hau. I don’t know. I have the account here if you care to 
see it. 

The CuatrmMan. You did not read it? 

Mr. Hau. I don’t memorize it, Senator. 

Senator Kem. If that were in there, wouldn’t that have stuck 
your mind? 

Mr. Hauwu. No, sir: because I am not involved. 

Senator Kem. I beg pardon ¢ 

Mr. Hay. I am not involved in that type of operation. 

Senator Kem. Well, I did not mean to suggest you were, but didn’t 
that fix itself on your mind’ — 

Mr. Hauu. No. sir: it did not. 

The CuatrMan. Are you through, Senator? 

Senator Munpr. Mr. Hall, so we can get this a little clearer. about 
what time would you say you left the hotel room? You were not 
there very long. 

Mr. Hau.. Senator, it was somewhere between 12: 15, 12: 30,1, 1:15, 
or 1:50. 

Senator Munpr. You left the hotel then to take the—to draw on 
your outline someplace between 12:15 and 1:15 or 1:30? 

Mr. Hauw. Yes. sir: and I was there 5 minutes. 

Senator Munpr. You were there 5 minutes. I want to read you 
part of the testimony of Mr. Yancey. I asked Mr. Yancey the same 
question. I said: 

What time of the day did this meeting take place, Mr. Yancey? 

Mr. Yancey. As I remember it, I got over there around probably 1:30, a 
quarter to 2. It was after the market closed, because I can’t leave the floor. 

Senator MuNptT. When you got there the meeting was in progress? 

Mr. YANcEY. Yes, sir. 

Senator Munptr. Who was in the room when you got there? . 

Mr. Yancey. I said, as I rememered, Smith was there and Mr. Harris and 
Vernon Harris. 

Now, you testify when you arrived in the room Mr. Yancey was 
there? 

Mr. Hauu. He was there. 

Senator Munpr. So, we get confused again now on the matter of 
time. I recognize that it is hard to remember now exac tly what time 
you got there. Do you normally eat your lunch after 1: 30 or 2 o’clock 
in the afternoon. 

Mr. Hai. Not normally; no, sir. 

Senator Munpr. I mean, it would seem to me that you have got a 
pretty good way to fix the hour that you were there if you were 
doing this in connection with your lune h. why, 12:15 to 1:30 roughly 
would be the lunch hour. M: aybe you coul 1 answer this: this might 
be helpful: What time does the market close in Kansas City? 

Mr. Hat. I can’t answer that, Senator. I have no association or 
connection with that operation. 

Senator Munopr. I think, Mr. Cotter, we should find that out be- 
cause it is very clear from Mr. Yancey’s testimony that he got to 
the hotel after the market closed, because he said, “I can’t leave the 
floor.” That is the grain exchange? 
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Mr. Correr. Would that be the Board of Trade Grain Exchange ? 

Senator Munpr. So that we could fix the time more clearly in mind 
with that specific starting point. We could determine how far the 
market is, the grain exchange is, the Board of Trade, from the hote}, 
and how long it takes by taxicab, so that we could reconstruct thy 
hour. 

Senator Kem. It is about two blocks from the hotel. 

Senator Munpr. We have got a tough job. We have a lot of testi- 
mony that does not jibe, and we are trying to make sense of it. You 
have been helpful, and I appreciate it. 

Mr. Hay. Senator Mundt, when you deal with the public—and, 
again I repeat, this was only a messenger service; I was only asked to 
take this letter over. Naturally, I didn’t pay a lot of attention as to 
who was there. 

Senator Munpr. I can well appreciate that, to go back over 2 years. 

Mr. Hau. However, I could say Mr. Harris and son and wife, 
because I had association, dealings with them, but these other men 
were strangers, and it just didn’t impress me. 

Senator Munptr. You must have known Mr. Yancey before that 
time, because you recognized him ; or did you not? 

Mr. Hau. That is the first time. 

Senator Munpr. You did not recognize him until you saw him last 
night, and you recognized him as the man that you had seen before ’ 

Mr. Haw. That is right; last night established it. 

Senator Arken. Mr. Hall, it has been mentioned here several times— 
it has been referred to—that there were about $85,000 paid to th 
Harris Co. after there had been a stop order put on it. Do you know 
anything about that or did you have anything to do with it? 

Mr. Hatt. I do not. I am not in that department, Senator Aike: 
That is fiseal, and I have no connection with fiscal. 

Senator Arken. You do not know anything about how it would 
happen ? 

Mr. Hau. No. 

The Cuarrmman. Any further question ? 

Thank you very much, Mr. Hall. 

Mr. Correr. Let us call Mr. Harris back. 


TESTIMONY OF V. M. HARRIS, SR., V. M. HARRIS GRAIN CO., SCOTT 
CITY, KANS., ACCOMPANIED BY JAMES W. WALLACE, LONG & 
WALLACE, SCOTT CITY, KANS.—Resumed 


The Cuarrman. You have already been sworn, Mr. Harris. 

Mr. Correr. Mr. Harris, I think that you will recall in your test 
mony the other day that we referred to a statement that you gave t: 
an investigator of this committee on December 11, 1951, a part of 
which statement reads as follows: 

Mr. Hall then came to my room, while Mr. Yancey and Mr. Smith were preset 
and gave me the necessary information, which I passed on to Mr. Smith. M: 
Hall then left the room. Mr. Smith then said the lease could be renewed 
asked “What was in it for us?” 

When I read that to you, you confirmed this fact and said that the 
conversation with respect to the shake-down or percentage which Mr 
Yancey and Mr. Smith demanded of you took place after Mr. Hal! 
left the room. Is that correct? 
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Mr. Harris. That is my recollection of it, sir. 

Mr. Correr. Were you here and did you just hear Mr. Hall say 
that Mr. Yancey left with him? 

Mr. Harris. Just now ? 

Mr. Correr. Yes, sir. 

Mr. Harrts. I can’t hear well enough to understand what any of 
the witnesses were saying here. 

Mr. Correr. Well, he did so testify. 

Mr. Harris. He did so testify ? 

Mr. Correr. He did so testify. Did you hear Mr. Yancey testify 
the other day that he left the room with Mr. Hall? 

Mr. Harris. I didn’t hear it: no, sir. 

Mr. Correr. Well, he did so testify. 

Mr. Harrts. Yes, sir. 

Mr. Correr. Is there any addition that you want to make in your 
testimony or any change with respect to that fact and what you testi- 
fied to? 

Mr. Harris. That is my belief as I remember, as I testified. 

Mr. Correr. Have you had any conversations with your son with 
respect to when this conversation took place? Have you had any 
conversations recently ¢ 

Mr. Harris. Today, this morning, I talked to him. 

Mr. Correr. Did you and your son agree that the conversation took 
place after Mr. Hall left the room? 

Mr. Harris. I don’t think that we talked about that; I don’t believe. 
I don’t think my son and I talked about that, whether it was before 
or after. 

Mr. Correr. Well, your son has also testified that the conversation 
about the 35 percent took place after Hall left the room, 

Mr. Harris. Well, we didn’t talk about that this morning. 

Mr. Correr. But you will admit that if Mr. Yancey left the room 
with Mr. Hall then there couldn’t have been any conversation with 
Mr. Yancey after Mr. Hall left. 

Mr. Watiace. Would you repeat the question, please, if you don’t 
mind? .I would like to hear the question. 

(The question was read by the reporter.) 

Mr. Hirrts. Had that been true, there couldn’t have been. 

Mr. Correr. Mr. Harris, I would like to read for you again a letter 
which you apparently wrote to the Commodity C redit office, addressed 
to Mr. Woodrow Walton on March 18, 1950. That would be 1 month 
before you had this meeting in the hotel. 

Mr. Harris. Yes, sir. 

Mr. Correr. This is addressed “Mr. Woodrow R. Walton, Com- 
modity Credit Office, Fidelity Building, 911 Walnut Street, Kansas 
City, Mo.” [Reading :] 

DeaR Mr. Warton: Attached please find our report on space available at 
Camp Crowder buildings, Neosho, Mo. We are attempting to work out an 

greement with the Midwest Grain Co., Kansas City, Mo., who also have con- 
siderable storage at Camp Crowder, whereby our interests will not be quite 
onflicting as in the past We are supposed to know about this in a few 

\t the present time we have the rent paid on storage to June 24, 1950. We 

e the oral promise of Mr. FE. V. Turney, Director, General Services Admin- 

tration, that he will grant us an extension of the lease. 
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We made written application for an extension of this lease on January 
but up to this time do not have any written agreement of extension. Hoy 
ever, we feel that the oral promise should be good for an extension, since 
are already in possession and have grain in store there now; in fact, quit: 
considerable amount. 

Mr. Turney has not been well for several months, and I understand Mr. W 
Smith is taking quite an active part in the handling of the buildings. I w 
you would contact Mr. Smith at the Office of Real Property Disposal, wh: 
offices are with General Services Administration, Troost Avenue at Bannist 
Road (Ninety-first Street), post-office Box 1087, Kansas City, Mo., and rec 
mend to him that we be granted this extension. 

Any deal we could work out with Midwest Grain Co. could be taken 
of later In anv event, should we take on more grain and get the ext 
the V. M. Harris Grain Co. would be the operators just the same as we |} 
been in the past. We will be glad to get a wire from you when you find the 
attitude of the General Services Administration 

Yours very truly, 
V. M. Harris Grain (¢ 
iv V. M. Harris 

Is that you! signature 

Mr. Harris. Yes, sir. 

Mr. Correr. I think in your testimony here the other day yor 
indicated that you wanted to get out of this contract and that y 
were not able to break your lease with the CCC, and, therefore, it y 
necessary for you to get a renewal from War Assets. This lette: 
refutes that, does it not? 

Mr. Harris. I just don’t think it does, sir. There never was a di 
between the Midwest and us agreed upon where they would do it. W: 
never did complete getting togeth« rona deal. 

Mr. Correr. I do not think you have answered my question, M: 
Harris. 

Mr. Harris. The oral deal—I called Mr. Yancey quite often, y: 

: ’ 4 
see, and he had told me that he was sure that we could get an exte! 
sion of the lease. 

The Cuarman. Now, Mr. Harris, why didn’t you tell us that wh« 
you testified the other day 

Mr. Harris. I can’t remember everything. 

The CHuarrMan. I know, but you said definitely that you had nm 
conversation with anybody, and that you did not know whether y: 
lease would be renewed or not, and here is written evidence show: 
that not to be true. 

Mr. Harris. That says, as I understand it, that it had not con 
pletely been agreed upon. 

The CuarrMan. No, but you told this committee that after your 
letter of the 14th that you had not talked to anybody about tl. 
renewal of the lease, that you did not know whether the lease was 
going to be renewed or not-—I think that is in the testimony—and this 
letter of yours seems to contradict that. 

Mr. Harris. This here would contradict that statement, but it 
only natural that I would continue to try to find out whether I was 
going to get a lease or not. 

The CuarrmMan. But you had an oral promise, according to thu: 
letter. 

Mr. Harrts. Well, I had had lots of talks with Mr. Yancey that 
I was going to get stuck, but I still did not have it. 

The Cuarrman. I understand that, but why didn’t you tell us? 

Mr. Harris. I did not remember it. 
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The Carman. You do not remember it? All right. . 
Senator Munpr. Here is exactly what you said, Mr. Harris. Let 
me read you the testimony from, page 1,495 of the record: 


Mr. Correr. You have indicated in previous testimony here that you were il 
a box, that you had to dea! with these people, that you had to renew 
your lease, is that not so? 

Mr. Harris. Yes, sir. 

Mr. Correr, Actually, the reason you renewed your lease was purely a prolit 
motive to you, is that not right—you wanted to renew the lease—you wanted 
to put more grain in the facility, is that not so? 

Mr. Harri No: I did not want the place, and I have got a letter that I 
wrote, and I would be glad to submit it to you, about November. 

Mr. Corter. November of which year? 
Mr. Harris. That I did not, of 1949, that I did not, that I wanted to be out 
1 if 


something o 


0 


Do vou have this letter and can you submit it? Maybe that will 
throw ‘some hight on this situation. , 

Mr. Wautace. May I interrupt? If we do not have it with us, it 
ht the files, and I will be ple ised to go get 
it at oul hotel just across the street. 

Senator Munpr. Don’t you think we should have it, Mr. Chairman, 
to complete the recora ¢ 

The Cratrman. Yes: we will put it in the record at this point 

Senator Munpr. We did not get it yesterday. 

Senator ATKEN. Mr. ¢ hairman, I wonder if we are not vetting 
pretty far afield from the purpose of the investigation. What we set 


is because we have not broug 


out to determine was how Commodity Credit Corporation was run 
ning their stor ige and processing programs, al cd it seems to me that 


uncert iking to determine whether Mr. Yancey or Mr. Harris is rig} { 
1! their contentions or not, 1s getting a little outsid of the scope of 
the inquiry. 

The Cnatrman. Well, it was done at the request of a distinguished 
Senator who ts now sitting at the table. 

Senator Munpr. It was done at my request, because I do not see 
how you can get at the facts until you determine whether Mr. Yancey 
was 1n the room or not. 

The Cuatrman. I do not think we have more facts today than we 
had 3 or 4 days ago in regard to what we are seeking to find out in this 
investigation. Somebody is evidently in error. I will not say that 
it was done intentionally, but the conflict of testimony seems to be 
that of Mr. Harris and Mr. Yancey, and I do not want to comment 
on it now; but there was evidently somebody in error. Whether it 
was done intentionally or not, I do not know. But having heard both 
men, I would say now that it was not done intentionally. That would 
be my impression. 

Senator Arken. Mr. Chairman, I am not trying to delimit the pres- 
ent examination this afternoon in any way, but I realize that this com- 
mittee only has a length of life of about 2 months more, which we are 
going to need, because we have a lot of reports sent to us regarding 
the operations of the Commodity Credit Corporation which, I think, 
we ought to make sure we can get into. It looks to me as if it will 
take about all the time we have left in the next 2 months to go over 
this work which we have to do. 

The Cuarrman. I agree with you, Senator Aiken, that it was not 
my doing. I did not have much to do with this one. 
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Mr. Correr. Do you have your letter here? 

Mr. Harris. Yes, sir. May I read it? 

Senator Munpr. Will you read the letter? 

Mr. Harris. Mr. Chairman, may I kind of lead out what this lette: 
means ¢ 

The CrHatrMan. Will you give us the date? 

Mr. Harris. Can I kind of lead out and kind of explain that letter’ 

The CuarrMan. Surely. What is the date of it? 

Mr. Harris. The date of this letter is November 4, 1949. 

The CuarrmMan. To whom was it addressed ¢ 

Mr. Harris. It is addressed to Mr. Glen Yancey, care of the Mens 
dieck Grain Co., Kansas City, Mo. You will remember we had test 
mony given here regarding the Kan-I-Mo Grain Corp. As I to 
you, as soon as the erain business started down there, everybody or 
feverish, and wanted to make some money, see, easy money. 

Mr. Correr. Including you, Mr. Harris? 

Mr. Harris. I went down there, Mr. Cotter, for the purpose of 
securing storage for our own company. And actually had a littl 
fever come upon me, but it died out pretty quick. I think I ca 
prove that by this letter. 

The Cuarrman. Why did it die out? 

Mr. Harrts. I will just read it to you, Mr. Chairman. 

The CuatrmMan. Surely; all right. 

Mr. Harris (reading) : 


DeAR GLEN: As I told you on the phone this morning, I am writing you a ge! 
eral letter. I have done a lot of thinking lately since it is a definite conclusion 
it is impossible for me to get along with Don— 


that was Don Lloyd— 


I don't want to appear to you or Bill or Ed that I am trying to get all the profit 
out of Camp Crowder 

The Cuarrman. Who is “Bill”? 

Mr. Harris. Bill is Smith, and Ed is Turney. 

Senator Arken. Ed is who? Turney? 

Mr. Harris. They were going to be in the Kan-I-Mo Grain (Co. 

Mr. Correr. You are talking about Camp Crowder there? 

The Cuarrman. You are talking about Camp Crowder? 

Mr. Harris. Well, I am going ahead. You asked for an explana 
tion of who Bill and Ed were: 

What I would like to do would be for you to see if you can get someone 
who is financially responsible to take over our interest at Camp Crowder, and 
we would also assign our lease at Independence. Since it was never operated, it 
shows a profit, and we would naturally want 60 percent of the net profit there 

You see at that time 

The Cuatrrman. When you say “we,” that is the Harris Grain Co.’ 

Mr. Harrts. That is my son and I. 

The Cuarrman. I see. 

Mr. Harris. You take Don Lloyd, he was to get 20 percent of it. 
and so was Glen Yancey. 

The CHatrman. What about Bill and Ed that you mentione 

Mr. Harris. They did not have anything to do with that 20 per 
cent, and ‘they were not going—they were to be—this thing—I wil 
finish the letter, and then I think it will clear it up. 

The Cuarrman. All right. 
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Mr. Harris (reading) : 

As for Camp Crowder, all we want is the money back that we have invested 
there covering the lease, insurance, in fact all the money for equipment, labor, 
and so forth. We would return the equipment that we have brought back 
here that was bought to use at Camp Crowder. We sent down two augers 
and one thrower previously owned and operated by us here. There will be 
some depreciation on the augers that we sent down there from here, and also 
some repair bills on the truck. 

All we want is just what we have been out on Camp Crowder. So you should 
be able to get someone to take over that would be suitable to you, Don, Ed, 
and Bill, and also to the Commodity Credit Corporation so that we will be 
relieved of any responsibility to the Commodity Credit Corporation 

The milo there is turning out pretty good, but it is running around 15-5 
mostly, and we are going to have a tremendous job getting it dried out so we 
can get a loan, It does not look possible for us to get away to operate another 
point, as we will be a long time drying out probably 100,000 bushels of milo 
of our OWn., 


You see, our milo was high moisture there at Scott City, and we 
handled quite a crop that we were handling, and that is where the 
high moisture was. 

Personally, I have been to see an eye specialist, and he tells me I am going 
to have to get cataracts taken off both my eyes, which will tie me up for at 
least 6 weeks and I will not be able to look after anything. I have to have 
this operation on my eyes just as soon as possible, and it could be that I won’t 
be able to see too much after it is all over. 

Inasmuch as the Kan-I-Mo Grain Corp. has not assumed any liabilities for any 
grain here maybe you can get someone to take our place in it. It looks to us 
like we will be plenty busy running our own business out here, and we have 
had too sad an experience at Camp Crowder to want to take on another one 
to run, 

The Cnarmman. This letter will be returned to you. 

Mr. Wauuace. I would like to have it, if I may, please, sir. 

Mr. Correr. Mr. Harris, that was washed out, you were all through 
with the Kan-I-Mo Corp., is that right ? 

Mr. Harris. Well—— 

Mr. Correr. More or less? 

Mr. Harris (continuing). I notified Glen Yancey that I sure didn’t 
want anything more to do with it. 

Mr. Correr. Well, did you have the cataracts removed ¢ 

Mr. Harris. No, I didnt: I still have them. 

Mr. Correr. Then you were not laid up for any time / 

Mr. Harris. I never have been laid up. It was on account of my 
eyes I was laid up. 

Mr. Correr. Was your fever reborn again when you wrote this let- 
ter on March 18, 1950, that you were going ahead on this project 4 

Mr. Harris. I tried to know whether, since I couldn't get the thing 
turning—I had 919,000 bushels of grain down there, and I had to do 
something. ; 

Mr. Correr. That is true, but I thought you had indicated in pre- 
vious testimony that you were forced into getting this renewal of July 
1, 1950, and this letter does not appear to vindicate that, does it / 

Mr. Harris. It does not say that I had it and I didn’t have it. I had 
promises of lots of deals, of things, that never have gone through. 

Mr. Correr. I do not think your answer is to responsive to the ques- 
tion, but we have belabored this so much—— 
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The Cuamman. The question I was trying to clear up awhile ago 
was in your testimony appearing on page 1453, after you read the let 
ter of January 14 that you addressed to Mr. Turney 

Mr. Harris. Yes, sir. 

The Cuamman. You indicated in your testimony that you had not 
heard from anybody about a renewal of this lease, and yet in this let- 
ter that we have just referred to, dated March 18, you state that you 
had an oral promise from Mr. E. V. Turney. 

Mr. Harris. That had slipped my mind, sir. 

The Cuamman. That had slipped your mind? 

Mr. Harris. Yes, sir. 

The CuarrMan. So that when you gave your testimony here the 
first time you were in error when you stated that you had not talked to 
anybody else about the renewal of that lease who was connected with 
the War Assets Administration ? 

Mr. Harris. Well, all the time I did not mean to tell this com 
mittee, I never meant to tell this committee, that I wasn’t constantly— 
a worry on my mind was there constantly as to getting this ready. It 
was a worry on my mind. I could have—— 

The Cuamman. I can well see that, sir, but what we are trying to 
drive at here and to obtain are the facts. It is because of a conflicting 
statement that you made several days ago that this committee had to 
go to the further expense of getting some other people here to corrobo- 
rate or to find out whether or not you told the truth here the other day. 

Mr. Wat.ace. Sir, I may be entirely impertinent, and I do not 
mean to be—— 

The CuatrmMan. That is all as far as I am concerned. 

Senator Munpr. Maybe Mr. Harris can help clear up a question 
which arose earlier in the testimony as to why it was, after having 
written a letter in January to which you received no reply, and then 
having written a further letter in March to, was it, Mr. Walton, you 
wrote a letter to Mr. Walton in March, and the answer to your letter 
was delivered by Mr. Hall by hand at your hotel room in the Phillips 
Hotel in April. How did Mr. Walton know that you were in that 
hotel room, and how did he happen to have that answer delivered to 
you by hand? It must have been that you talked with him on the 
telephone or saw him personally. 

Mr. Harris. I called on the telephone and asked him to wire me the 
information. Of course, I wouldn't ask him to come over with it 
to wire me the information, and he said—I testified that I talked to 
Mr. Hall, and I still believe—that is my recollection; Mr. Walton or 
Mr. Hall could, either one of them, have been talking to me. 

Senator Munpr. You called him and told him you would be in the 
hotel room ¢ 

Mr. Harris. But Mr. Walton is the one then, instead of sending me 
a telegram, the regular route, Mr. Hall came over and delivered tl. 
information in person. 

The Cuatrman. Now, the reason for that, I presume, Mr. Harris, 
was that you wanted to be assured of grain before you renewed yo 
contract for a lease, was that a correct assumption ? 

Mr. Harris. It was to assure them—lI was to assure them that 
could get the grain to finish the lease ; yes, sir. 

The CHarrMan. Yes. 

Mr. Harris. I already had it, this other grain. 
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The CuarrMan. Are there any other questions ¢ 

Senator Munpr. I think, Mr. Chairman, the attorney wanted to say 
something. 

Mr. Watiace. May I suggest a question, sir‘ 

The CuarrMan. You may testify if you desire, sir. 

Mr. Watuace. I think, in fairness to Mr. Harris, it should be in- 
quired of him whether it would be possible that the oral promise 
which is referred to in the letter was made to him directly by Mr. 
Turney or whether it was related to him by Mr. Yancey. 

The CuatrmMan. But he said, “Mr. Turney” in that letter. 

Mr. Watuace. But whether Mr. Yancey advised him that Mr. 
Turney had, in turn, advised Mr. Yancey, is the point, sir. I know 
what the letter Says. 

The Cuaimman. I do not want to argue with you, Mr. Wallace, but 
the letter is plainly written. We have the oral promise from Mr. E. V. 
Turney. 

Mr. Watiace. Was it given to Mr. Yancey or Mr. Harris, is my 
point, sir. 

The Cuamman. Well, if he knows, let him say so. 

Mr. Wattace. Will you permit me to ask him, sir? 

The Cuatrman. I guess he heard you. 

Mr. Wauxace. I don’t know that he did. He doesn’t hear very well. 

Mr. Harris. I heard you; yes, sir. Iam sure I never talked to Mr. 
Turney, I am sure of that; but this information would come through 
Mr. Yancey. 

The Cuarrman. You are sure of that? 

Mr. Harris. I am sure of that: yes, sir. 

The Cuarrman. All right. Any further questions? 

(Discussion off the record.) 

Mr. Correr. I would like to have Mrs. Harris’ testimony read back 
completely. 

(The entire testimony of Mrs. Harris was read back.) 

Mr. Correr. Do you want to change your testimony ¢ 


TESTIMONY OF ELMA L. (MRS. VERNON M., JR.) HARRIS, GUNNI- 
SON, COLO.—Resumed 


Mrs. Harris. No. 

Senator A1KEN. Is that your testimony? 

Mrs. Harris. I left when Mr. Hall left; [ went on a shopping tour, 
und I didn’t come back until 4:30, and when I came to the room, Mr. 
Yancey, Mr. Harris, and my husband, Mr. V. M., Jr., were there, and 
he said, “We are ready to leave for Neosho,” and Mr. Yancey said, 
“Twill vO Over to the garage W ith you and vet the car.” and that is—— 

The Cuoarmman. Was that at 4:30? 

Mrs. Harris. That was 4:30 or 5, because we drove to Neosho that 
day. : 

Senator ArkeN. Is that what you wanted to point out, that if Mr. 
Yancey did leave with Mr. Hall, that he came back again ¢ 

Mrs. Harris. No, I don’t remember that Mr. Yancey left with Mr. 
Hall, but I know Mr. Yancey was in the room when I returned from 
the shopping tour. 

Senator ALKEN. Later in the afternoon ? 

The Cuamman. At 4:30? 
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Mrs. Harris. But as far as the business is concerned, I don’t kno 
anything about it. , 

Mr. Correr. What date did you say this occurred on ? 

Mrs. Harris. I don’t know. 

Mr. Correr. Apparently you do not. 

Mrs. Harris. | told you at the beginning of the testimony that | 
gave this check on the shopping tour. 

Mr. Correr. Yes; and when did you say you gave the check? 

Mrs. Harris. I told you at first the 18th. 

Mr. Correr. And then you told me the 19th? 

Mrs. Harris. I told you I didn’t remember which it was, the 18t 
or the 19th. 

Mr. Correr. You told me you looked it up recently. 

Mrs. Harris. Well, I didn’t think there was any significance 

Mr. Correr. Why did you look it up? 

Mrs. Harris. Because V. M. called me and asked if I went to Kansa 
City with him at that time. 

Mr. Correr. Was he trying to fix the date? 

Mrs. Harris. He asked me to look it up and see if I was there, a1 
I said I will, and I looked it up, and I was there. 

Senator Munpr. Are you positive that you bought your dresses o 
the day that you wrote the check ¢ 

Mrs. Harris. Yes, sir. 

Senator Munpr. Are you positive that you bought your dresses 0) 
the day that the conference was held in the hotel room / 

Mrs. Harris. Yes, sir. 

Senator Munpr. Mr. Chairman, it should be a very simple matt: 
for the investigating staff to find out the date of that check. 

Mr. Correr. Senator, 1 suggest that we will be about 3 years on t! 
one case if we have to go about finding things like that—— 

Mrs. Harris. Really, I don’t know a thing about this business « 
this deal at all. 

The Cuainman. The letter was dated the 18th. 

Mr. Correr. This was the 18th, and you fix it one day later. 

Mrs. Harris. Well, I told you I did not know in that testimony; | 
said it was the 18th or the 19th. 

Mr. Correr. No, you said it was the 18th and then you said it was 
the 19th. There is quite a distinction. 

Mrs. Harris. I don’t remember. 

The Cuarrman. Do you wish to make any corrections ? 

Mrs. Harris. No; I don’t know a thing about this case. 

The Cuairman. What I want to ask is, Do you want to make it the 
18th or the 19th ¢ 

Mrs. Harris. I know it was the day they had the meeting in tly 
hotel room. 

The CHarrman. Well, the letter shows the 18th. 

Mrs. Harris. Well, that is right. 

Mr. Correr. Mrs. Harris, if 1 may sum up the purport of you 
testimony, I think it is this: You are saying that there was a meeting. 
and Mr. Yancey was there, and that he could have left, and a long tin 
later, hours later, he was back in the room. 

Mrs. Harris. Yes. 

Mr. Correr. Now, we have had a series of witnesses here, Mr. Harris 
Sr., Mr. Harris, Jr., and Mr. Yancey, and none of them have given al 
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indication that this meeting lasted all afternoon or over any extended 
period. The whole testimony has indicated— 

Mrs. Harris. I don’t remember. 

Mr. Correr (continuing). That there was a meeting of normal dura 
tion: that a Mr. Hall came into the meeting, and left immediately, 

and 

Mrs. Harris. That is right. 

Mr. Correr (continuing). That right away after he left, Mr. Yar 
cey stayed, and they propositioned Mr. Harris. Now, that is refuted 
by two live witnesses, and after you leave the stand, you come back 
interjecting a new element in it. Now, is that what you want to do‘ 

Mrs. Harris. No, I don’t. I just thought that it was important to 
know whether Mr. Yancey was inthe room. Well, 1 couldn't say 

Mr. Correr. Again, I ask you if you are telling the truth, and if you 
are in good faith telling us that you came back into the room after 
hours of shopping and found Mr. Yancey in there. 

Mrs. Harris. Well, it wasn’t hours of shopping. 

Mr. Correr. Didn't you buy two dresses? Does a woman buy two 
dresses in a minute ¢ 

Mrs. Harris. Well, it doesn’t take me hours. 

Mr. Correr. How long would you suggest, Mrs. Harris? 

Mrs. HARRIS. Well, it might have been an hour and a half, Z hours. 

Mr. Correr. Well, if Mr. Yancey left with Mr. Hall, there must have 
been a lapse of time. 

Mrs. Harris. I don’t remember whether Mr. Yancey left with Mr. 
Hall or not. 

Mr. Correr. But we just had a witness that you heard testify that 
he did, and if he did, he must have been gone some time to walk way 
out to the corner with Mr. Hall; is that right? Did you hear the 
testimony ¢ 

Mrs. Harris. Yes, sir. 

Mr. Correr. Well, do you think that Mr. Yancey left with Mr. Hall. 
if he did leave with him, just to go a piece of the way with him, and 
then that he ran back into the room ? 

Mrs. Harris. I don’t know a thing about that. 

Mr. Correr. Isn’t your intention in adding this business about his 
being there when you came back to support your husband and father- 
in-law ¢ 

Mrs. Harris. Well, I just thought it was an important issue in the 
case. 

Mr. Correr. It might be very important to your family because you 
may have some sort of a suit going on with Mr. Yancey and with the 
CCC. 

Senator Munpr. Mr. Chairman, I do not think the counsel should 
browbeat a witness and assume he or she is falsifying himself under 
oath, which is a penitentiary offense. 

The CuatrmMan. Well, somebody is falsifying, there is no question 
about it. 

Mr. Correr. Somebody is lying. 

Senator Munpr. I doubt if counsel should assume now that the 
lady is the person who is falsifying before this committee. It 
may well be that. I just do not like the conclusion made now. 

Mr. Correr. I am trying to bring it to a head, Senator. 

Senator Munpr. You surely are. 


20554 52 pt. 1— 66 
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I would like to ask our counsel what testimony there is in this record 
to show what time the meeting in the hotel room terminated. Cer- 
tainly that is a very logical question that counsel must have investi- 
gated very thoroughly. Let him tell us what his opinion is as to when 
this meeting terminated. He has been on this case for 3 weeks. 

Mr. Correr. I have not been on this case for 3 weeks. 

Senator Munpr. Tell us what your views are. 

Mr. Correr. You heard the testimony, Senator, and I would not be 
any better judge than you are, I am sure. 

Senator Munpr. I mean, that is a very logical question. I assume 
the staff would check into it. You say it ended early, and it was a 
reasonable length of time. When did it end? 

Mr. Correr. We have examined all these witnesses, and I think both 
Mr. Harrises have indicated that as soon as Mr. Hall left the room 
that Mr. Yancey and Mr. Smith popped the question. Didn’t you get 
that impression ? 

Senator Munpr. Yes, I did, but I did not get anything to indicate 
when the thing ended. 

Mr. Correr. Certainly, Mr. Yancey could not pop the question when 
he was down the street with Mr. Hall. 

Senator Munor. That is correct. But you said the meeting lasted 
just a reasonable length of time. 

Mr. Correr. Well, would you get any other impression ? 

Senator Munpr. I would not get any impression of it—if it lasted 
all night—— 

Mr. Correr. I definitely got the impression of that. Would you 
like to call the two Mr. Harrises back again? 

Senator Munopr. If that is going to be the basis for indicting the 
young lady for perjury, I certainly would like to know how long the 
meeting lasted. I have no idea. 

The Cuatrman. Nobody is trying to do that. 

Senator Munpr. Counsel’s questions were headed in that direction, 
and maybe that should be done. I do not say it should not be done, 
but T think we should do it in a calm, judicial way, on a calm, judicial 
basis rather than trying to cross-examine her on a line of questions to 
indicate that she came in deliberately trying to put a fix on this com 
mittee, and if that is the case, I want her prosecuted to the limit. | 
am not sure that is the case, and I rather doubt it is. 

Mr. Correr. Senator, you were very anxious to get at the truth i 
this matter? 

Senator Munor. Exactly. 

Mr. Correr. We had this young lady on the stand, and we thought 
we covered all phases of the case. 

Senator Munoprt. I agree. 

Mr. Correr. She went back there and listened to the next witness, 
which changed the complexion of the testimony somewhat, and there 
was a note sent up to me at my table in which she remembered a situ 
tion which, to me, was quite contrary to my understanding of the 
testimony, that Mr. Yancey was in the room again. 

Senator Munpr. Surely we have got to recognize that, Mr. Cotter; 
we would not want to indict Mr. Hall by saying that, “You remem- 
bered after you talked at the Pickwick Hotel something entirely differ- 
ent had happened.” I took Mr. Hall’s testimony at face value, and 
I certainly would not want to say to him, “After you talked to Mr. 
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Yancey you wanted to come in and testify about Mr. Yancey.” I 
thought his explanation was reasonable. It just does not seem like 
cricket to accept the testimony which has just been changed, after 
reading something had transpired, and on the other hand to intimate 
that a fix has been placed on the committee. It has become very 
important, and I think we should follow it through to find out how 
long this meeting lasted, because we now have testimony for the first 
time that it broke up at 4:30. I did not know what time it had 
broken up. 

Mr. Correr. Senator, in your experience and judgment, you will 
recognize that we are receiving testimony of a husband and wife and 
the father, and that is an unusual situation. 

Senator Munpr. That is why I suggested that Mr. Hall be called. 
We were trying to get into the testimony of other witnesses. Un- 
fortunately, two of them are deceased, and Mr. Yancey is an inter- 
ested party, and Mr. Hall is the only one who comes in with no filial 
relationships and no partnership relationship. 

The CuarrMan. It is my recollection of-the testimony that soon 
after Mr. Hall left it was then that the question was popped, that 
is, this proposition was made, and I believe the record will further 
show that it was soon thereafter that the meeting terminated. 

Senator Munpr. That is why I asked Mr. Cotter if there was any- 
thing in the record. I do not recall; I do not know. 

Mr. Correr. Maybe my reactions are bad, but when I got this girl’s 
note, I thought it was her note as to her testimony. 

The Cuairman. This note was written by Mr. Wallace. 

Mr. Correr. I assumed this was the girl’s note. I felt she had gone 
back and that she had changed it. 

Senator Munpr. That could be. 

Mr. Correr. I called her up because I felt, in doing my duty, I 
would have to really bear down and find out how this change could 
come about so fast. I apologize to the young lady and I apologize 
to you if you feel that I have been overzealous in my job. 

Senator Munpr. May I ask—I had precisely the same reaction after 
listening to this story of the midnight conference at the Pickwick 
Hotel, but in the absence of any testimony to the contrary I think 
I should accept the sworn testimony of Mr. Hall, as I was inclined 
to accept the testimony of this young lady. Both of them are a little 
bit unusual, that I will admit, but 2 yeays is a long time, and it is pos- 
sible that what we have heard from both sides is the truth up to now. 
| hope SO. 

The Cuarrman. Any further questions / 

Senator Munpr. I do think we should diligently try to find out as 


best we can from what sources are available how long the meeting 


lasted, because the time now becomes Mnportant. 

Mr. COTTER. Well. in that regard, Senator, none of those presel ion 
except the Harrises, were there, and they are going to be out in Scott 
City, Kans., and Colorado in a few days or tomorrow, and I think 
they are—from one side, of course, two men are dead, and they cannot 
tell how long they were there. At least one man, and I think Mr. 
Yancey’s testimony is—one man testified, that he left. 

Senator Arken. Mr. Chairman, I have been reading Mr. Yancevy’s 
testimony, and it is to the effect that he could not get over there until 
after the close of the market at 1:15 that afternoon, so it must have 
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been a little later than Mr. Hall indicated. He said, his testimony 
reads: 

Mr. Yancey. So I tried to get hold of Turney and Turney was home sick as 
I remember it, and I told Smith—he was an assistant out there—I said, “Smith 
Harris is down in room so-and-so and wants to talk about renewing that lease.’ 
I said, “I am awfully busy, but I will try to get over there after the mark 
closes at 1: 15,” so, as I remember it, I got over there. 

Smith was already there, and I think Mr. Harris, young Harris. I wast 
in there but a few minutes until somebody knocked on the door and in comes a 
man, a stranger to me. Mr. Harris introduced him as Mr. Hall. 

Mr. Correr. Of CCC? 

Mr. Yancey. Yes, sir. So I heard Mr. Harris ask Mr. Hall about whether the 
thought they would leave that grain in there or he may have brought something 
up—I don’t remember about it, asked if he was going to leave that grain in ther: 
He said he thought they would; they would send a man down there after they 
got this letter, examined it and held a meeting over there. 

He wasn't an authority, but he was of the opinion that they would leave it down 
there. Mr. Harris asked him about filling up the vacant space down there. 

Mr. Correr. They gave him a commitment for additional grain, didn’t they? 

Mr. Yancey. The empty space wouldn't bring in any revenue and the placs 
wouldn’t make any money. . 

Mr. Correr. Didn't he bring him a commitment for additional storage? 

Mr. Yancey. To answer that, I don’t remember. He may have. I can't recal 

Mr. Correr. What was this conversation about, “What is in it for us?’ 

Mr. Yancey. I didn't hear that. I was only there a few minutes and wen! 
down the street with Hall, and he was telling me he was going to go to Japa 
to see a boy in the service. I went over to the office after work. I got in touc 
with Turney and Bill was going to talk to him and see how soon Ed could be i: 
shape to negotiate the lease. He was the only one that could. He said they 
would have it ready in a few days. I don’t know whether they mailed it to 
Harris or whether I gave it to Harris. 

Anyway, he took it, had it signed, and 1 remember meeting him at the depot ar 
either giving it to him and getting it back, and getting it back to the boys. Ther 
wasn't any trouble 

He does not say anything about going back here. 

The CuarrmMan,. At all. 

Senator Arken. He does not not say he did and he does not say he 
did not. 

As far as determining whether or not Commodity Credit Corpora 
tion was doing its work properly, I do not think it is of any materia 
importance. We will use up all our next 2 months on family affairs 
if we wish to do so. 

The Cuatrman. Are there any further questions? 

If not, the committee will stand in recess until 10 o’clock Monday. 

(Whereupon, at,4:15 p. m., the committee recessed to reconvene 
Monday, April 28, 1952, at 10 a. m.) 





INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


MONDAY, APRIL 28, 1952 


Unrrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:15 a. m., In room 524, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding. 

Present: Senators Ellender, Aiken, and Thye. 

Also present: Paul J. Cotter, chief counsel for investigations, and 
Edward C. Kennelly, assistant counsel for investigations. 

The Cuatrrman. ‘The committee will please be in order. 

Is Mr. Bradley present ? 

Mr. Brapiey. Yes, sir. 

The CuarrMan. Will you raise your right hand? Do you solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Bravery. I do. 

Mr. Correr. Mr. Bradley, we are going to try to take up the opera- 
tions of your Chicago office this morning. We feel that that would 
be a representative office to cover from the standpoint of the entire 
over-all operations, and I am going to direct most of my questions to 
you, but 1 appreciate there are many things that you will not be able 
to answer personally, so that if you want to refer any particular ques- 
tion to your staff, why, you are perfectly welcome to do so. 

The CHarrman. Will you call the members of your staff to the table, 
so that they will be available ? 

Mr. Correr. Do you want to have them sworn now ¢ 

The Cuarrman. I think so. All of you raise your right hands. 
Each of you do solemnly swear to tell the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Smirn. I do. 

Mr. Daty. I do. 

Mr. Bosersxt. I do. 

Mr. Hosrror. I do. 


TESTIMONY OF G. D. BRADLEY, DIRECTOR, ACCOMPANIED BY 
MARVIN C. SMITH, ASSISTANT DIRECTOR; M. J. DALY, CHIEF, 
COMMODITY DIVISION; J. M. BOBERSKI, CHIEF, TRANSPORTA- 
TION AND WAREHOUSING DIVISION; AND R. W. HOSTROP, CHIEF, 
FISCAL DIVISION, PMA COMMODITY OFFICE, CHICAGO, ILL. 


Mr. Correr. Your position with the Chicago PMA office? 
Mr. Hosrorr. Chief, Fiscal Division. 
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Mr. Correr. And Mr. Daly? heat 

Mr. Davy. Marcus J. Daly, Chief of the Commodity Divisior 
Chicago PMA. 

Mr. Correr. Mr. Boberski ¢ 

Mr. Bonerskt. Julius M. Boberski, Chief of the Transportaton and 
and Warehousing Division. 

Mr. Correr.. Mr. Smith. 

Mr. Svrru. Marvin C. Smith, Assistant Director. 

Mr. Correr. Mr. Bradley, how long have you been with the Depart 
ment of Acriculture ¢ 

Mr. Brapury. Since 1937. 

Mr. Correr. 19374 

Mr. Braptey. Correct. 

Mr. Correr. How long have you been in charge of the Chicago PMA 
Commodity Oftice / 

Mr. Braptey. Since May 18, 1942. 

Mr. Correr. 1942? 

Mr. Braptey. Correct. 
Mr. Correr. And what is the present size of that office? 
Mr. Branuey. At the present time we have 380 or 381 employees. 

The Cuarman. That is the total number of employees ¢ 

Mr. Brapiey. Yes, that is right, Senator. 

The Cuatmman. Is that as many as you ever had? 

Mr. Braptey. The peak employment there was 660. 

The Cuamman. How many? 

Mr. Brapiey. Six hundred and sixty 

The CuarMan. Six hundred and sixty ? 

Mr. Braptey. That is correct. 

The Cuamman. When was it reduced to the amount that you now 
have / 

Mr. Braptey. In the past year we have reduced, that is, February 
1951, we had 660, and it has been reduced from that point down to tli 
current level, 

Senator Arken. Is this the Commodity Credit you are speaking 
about 4 

Mr. Brapiey. That is PMA Commodity Office. 

Senator ArkeNn. To what extent has the reduction been due to trans 
fer of functions to other agencies? 

Mr. Braptey. I do not think any of it could be attributed to transfe1 
of functions. 

The Cuatrman. What was the reason for the reduction ? 

Mr. Brapiey. Partially, the fact that the work has fallen off som 
what during the course of the last year, and partially due to the fact 
that we have, I think, increased the over-all efficiency of the office, and 
partially due to lack of funds. ; 

The Cuarman. How much did that part play? 

Mr. Brapiey. I.could not say definitely, Senator, how much. 

The Cuarrmman. When did that start ? 

Mr. Brapuey. That started the first reduction in force which we 
had—— 

The Carman. No, no; I am talking about the reduction in funds 
Has that been going on gradually ? 

Mr. Brapiey. Last year was the first time that we really ran into it. 

Senator Tuyr. Has that hampered the function of your office? Is 
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there any phase of your work that you have had to delay due to the 
curtailment of personnel ¢ 

Mr. BRrapDLi Be There*has been in the past few months some tence ney 
to build up backlogs of work. It has not been too serious. 

Senator Tuye. What is the nature of that backlog that is waiting ¢ 

Mr. BRADLEY. Primarily It 1s settlements on loading orders with 
warehousemen. 

Senator Tyr. Would that be the grain that is being shipped out? 

Mr. Braptey. That is right. 

Senator Tnyer. Is that serious? 

Mr. Bravery. It is not yet serious. It could get a little bit diffi- 
cult. 

Senator Tryr. In which manner ? 

Mr. Braptey. Well, the contract we operate under requires settle 
ment within 20 days; and if we do not have the personne] available 
to work fast enough on the current contracts, it might delay those 
Sol iewhat. 

Senator Tire. But at the present you are not embarrassed ¢ 

Mr. Braptey. Not too greatly embarrassed. There is some backlog 
building up. 

The Crramnuan. What is » penalt: » you do not make this 
settlement in ZO days ¢ 

Mr. Brapiey. There is no definite penalty. 

The Cuamman. What size backlog of cases have you now ¢ 

Mr. Brapiey. I do not know the answer to that definitely. If I 
ia \ eall on Mr. Hostrop. WilO handles that work 4 

The Cuatrrman. Why? 

Mr. Braptey. Mr. Hostrop, who is head of that. 

Senator ArkeEN. That is kind of unique, Mr. Chairman, to have an 
official come in here and testify to the increased efficiency of his oftice 
and having a reduction in appropriations at the same time. 

The Cnamman. I do not think it is unique. 

Senator Tryr. It is rather an encouraging note. 

Senator ArkEN. Of course, he has said that the reduction in per- 
sonnel 1s partly due to increased efficients V. 

The CHatrmMan. Yes. 

Mr. Correr. Without leaving that, Mr. Bradley—— 

The CuamrMan. Can vou answer that question / 

Mr. Hosrror. As of March 31 there were 2.012 loading orders that 
were not settled. I do not know the breakdown of that 2.012. as to 
what part represents loading orders that are shipments still being 
made on, that really are not in position for settlement, but there are 
2.012 loading orders that have been issued that settlement will be 
required on. 

The Cuaiman. In the course of process? 

Mr. Hosrror. Yes. 

Senator Arken. How many a year ago? 

Mr. Brapiey. I doubt if we have that. 

Senator Tuyr. If they do not have it, would it not be well if they 
furnished that for the record so as to see whether thev have an increase 
in backlog? 

The Cuarrman. Yes. IT presume, though, that you expect to have 
more shipping orders in the last 12, 14 months than you had prior to 
that time: is that not true? 
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Mr. Braptey. I think it would run about the same. 

The CuHairman. About the same? Will you submit and supply that 
for the record, the amount, the number of a year ago? 

Mr. Correr. The backlog. 

The Cuamman. The backlog of a year ago. If you do not have it, 
supply it later. 

Senator Arken. As of April 1. 

Mr. Hosrror. As of March 31, 1951, the backlog was 2,428. 

Senator Aiken. That would indicate there had been some increase 
in efficiency with not as big a backlog as a year ago? 

Mr. Hosrror. That is right. 

Mr. Correr. Mr. Bradley, I suppose from time to time your loading- 
out activity remains a great deal without change depending upon the 
season of the year? That is, from year to year? 

Mr. Brapiey. It varies pretty widely. At one time we may be taking 
deliveries from farmers at which time we will have a lot of loading 
orders out. We have not taken delivery from farmers in any con 
siderable amount during the past year, however. 

Mr. Correr. Is this April 1 time of the year a period when a peak 
load accumulates in your loading-out operations ? 

Mr. Brapuey. I do not think I can answer that, Mr. Cotter. Could 
you answer that, Mr. Boberski, as to when the peak load would be ? 

Mr. Bosersxr. At the time of delivery of the farmers’ loan grain. 

Mr. Correr. At the time of take-over ? 

Mr. Boserski. At the take-over time. There is a step-up in ship 
ping at that time; yes. 

Mr. Correr. In corn that would be around the latter part of the 
summer ¢ 

Mr. Bornersxt. Yes. 

Mr. Correr. In wheat around May? 

Mr. Boversxi. Earlier; yes. 

Mr. Correr. Would the present backlog possibly reflect a damaged 
grain that you are shipping out and would that indicate a far more 
serious condition than the number, as far as work is concerned / 

Mr. Brapiey. I think that we would have to say to that, Mr. Cotter, 
that at the present time with the market price where it is that pra 
tically all loading orders are loading orders on grain which is either 
damaged or threatened with damage which means that it must be sold. 

Mr. Correr. Well, now, under your uniform grain-storage agree- 
ment, of course, you may have quite an involved settlement with you 
warehouse, if you are sending out damaged grain. It is that type 
of case, that would involve a much more serious workload than 2,000 
cases of take-over: is that not correct ¢ 

Mr. Braptey. That is right. 

Mr. Correr. Would you say that there is a much higher percentage 
of the more complicated type of case in your 2,000 this year than ther 


was in your 2,400 last year ¢ 

Mr. Brapuey. I think that the answer to that is definitely “yes.” 
because in our sales through some of the commercial channels it takes 
just about twice the work on some of that to get the account rendered 


to the warehouseman. 

Senator ArkeN. Could you estimate the number of bushels invol) 
in 2,000 loading orders outstanding / 

Mr. Brapiey. It runs about 1,800 bushels to the car. 
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Senator ArkEeN. You mean 2,000 cars—you issue a loading order for 
each car ¢ 

Mr. Braptey. The loading orders at the present time are averag- 
ing about 10 to 11 cars to the loading order. 

Senator Arken. About 20,000 cars? 

Mr. Brapiey. That would be about 20,000 cars of 1,800 bushels. 

Senator ArKken. 1,800 bushels? 

Mr. Brapiey. Around 36 million. 

Senator ArKEN. 36 million bushels? 

Mr. Brapiey. Yes. 

Senator Arken. That would be 36 million bushels? 

Mr. Brapiey. Yes. 

Senator ArkeNn. Grain that is threatened, either damaged or threat- 
ened with damage, deterioration. 

The Cuamman. Mr. Bradley, reverting to the number of people 
that you have employed, are all of those working in Chicago? 

Mr. Bran.ey. Ter; this is strictly the Chicago office. 

The Cuarrman. The Chicago office? 

Mr. Brapuey. Yes. 

The CHarrMAN. Have you any people in various States covering the 
Chicago area ¢ 

Mr. Brapiey. No: not from our office. 

The Cuarmman. What area does your office cover ? 

Mr. Braptey. Our office covers the area which includes the States of 
Iowa, Illinois, Indiana, Michigan, Ohio, and Kentucky. 

Mr. Correr. Six States? 

Mr. Braver. Six States. 

The Cuarrman. Who handles the field work? 

Mr. Bravery. The field work on these programs is handled through 
the State PMA offices and the county PMA offices. 

The Cuatrman. How do they handle it with you, direct from each 
State ¢ 

Mr. Braptey. The accounting work is all handled direct with us and 
it is a cooperative venture, really, on anything other than strictly 
accounting features and the sales. 

The Cuatrman. Do you know how many warehouses this involves? 
Mr. Cotter informs me that he has those figures here and that he 
expects to go into them. 

Mr. Brapiey. I would like to make a correction on the figures which 
we submitted for 1951 and 1952. There is a typographical error. 

Mr. Correr. On your warehouses? 

Mr. Braptey. On the number of contracts. 

Mr. Correr. Suppose we take these in order. We are hopping 
around, 

I would like to go back to personnel. As long as you have furnished 
these records to Mr. Kennelly of our staff, I would like to read 
them into the record. You verified these with your records when you 
furnished them? 

Mr. Braptey. That is correct. 

Mr. Corrmr. You had employment 1. 1948, high 370, low 320; 1949, 
high 464, low 307; 1950, high 625, low 519; 1951, high 660, low 436; 
1952, high 450, low 383, which is your prcsent employment. 

Mr. Braprey. I can furnish you a breakdown of that by months, 
Mr. Cotter. 





1038 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. I do not think that is necessary for the record, Mr 
Bradley, thank you. 

I want to ask you if you have a certain budget for storage opera 
tions or warehouse operations or sales, or if it is broken down that 
way. 

Mr. Braptey. It is not broken down that way. It is broken down by 
funds for the various purposes, such as Commodity Credit Corpora 
tion and sections 32 and 416 funds. It is not broken down otherwise. 

Mr. Correr. You shift the personnel to suit the emergency, is that 
right ¢ 

Mr. Brapiey. That is right. 

Mr. Correr. Getting back to the volume of your operation now, 
could we take the number of warehouses next?) How many warehouses 
do you have under your jurisdiction? 

Mr. Braptey. The number of warehouses by years that were ap 
proved for storage were, 791 in 1948, 3,875 in 1949, 2,481 in 1950, and 
3,239 in 1951. That is the typographical error that I referred to 

Mr. Correr. Is this the one, this is really 3,000? 

Mr. Braptey. It is 3,000. 

Senator Arken. How many for 1948, did you say ? 

Mr. Bravery. 791. 

Senator Arken. What size warehouses are involved here? 

Mr. Brapiey. That includes all warehouses that were approved 
under the contract. 

Senator Arxen. Does it include farm storage warehouses? 

Mr. Braptey. It does not. It includes the country elevators and 
the terminal warehouses. 

Senator Arken. Does it include hanger-type storages? 

Mr. Brapiey. If they were in connection with a country warehouse 
operation they would be included. 

Senator Arken. Why were there four times as many approved i: 
1949 as 1948? 

Mr. Braptey. From 1943 on to 1949 the amount of grain which we 
were handling was extremely low, in fact, practically all we had at 
that time was what was purchased for supply. 

Mr. Correr. No heavy take-over under your support plan? 

Mr. Braptey. We had no take-over. 

Senator Arken. No heavy take-over in 1948 under the support plan, 
you say‘ 

Mr. Brapitey. That is correct. 

The Cuatrman. The number of warehouses that you have indicated 
for 1950, 1951, and so forth, was that the total number of warehouses 
for those particular years? 

Mr. Bravery. That was the total number of warehouses; yes. 

Mr. Correr. Of that type? 

Mr. Brapiey. No; this includes all warehouses. 

The Cuamman. All warehouses? 

Mr. Brapiry. Yes. 

Mr. Correr. All commercial? 

Mr. Braptry. Yes. 

Mr. Correr. It does not include the bin storage? 

Mr. Bravery. It does not. 

The Cuatraan. What I had in mind was the 2,481 for 1950, that 
would be 3,239 for 1951? 
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Mr. Braptey. That is right. 

Mr. Correr. I think your number for 1952 was the same as for 1951, 
is that correct? 

Mr. Bravery. That is correct, Mr. Cotter. 

Mr. Correr. And what was the storage capacity for each year un- 
der those warehouses, Mr. Bradley—would you give that—do your 
charts show that, the actual capacity? You might read the capacity 
under each one or just what you had stored in there. 

The Cuarrman. What you had stored in them. 

Mr. Brapiey. We do not have the capacity. 

Mr. Correr. Give us what you had stored. 

Mr. Brapuey. In 1948 our inventory of bulk commodities was 133,- 
578,000 bushels, in 1949 the inventory was 272,420,000 bushels. In 
1950. 279.655.000 bushels. ; 

Senator Arken. That is the amount actually stored ? 

Mr. Brapiey. That is the inventory which we carried. 

Senator ArkeN. You did not have too much in 1948 then? 

Mr. Braptey. No. 

Senator Arken. Why did the farmers in Illinois tell me that they 
were told they could not get loans on their crops because theer was 
no storage for them that year? 

Mr. Braptey. In 1948? 

Senator Arken. Yes. 

Mr. Brapiey. In 1948 there was a big crop. I do not know that 
anyone was denied a loan on the 1948 crop, if it was eligible grain. 

Senator Arken. I had complaints. One man told me he sold 1,500 
bags of beans—he had to sell them to speculators for $1.65 less than 
the market price because Commodity Credit Corporation told him 
there was no storage, they could not make his loan unless there was 
storage for him. 

I just wondered what the explanation was when you only had one- 
half as much in storage—why during the summer of 1948 and the 
fall of 1948 the farmers were told they could not get loans because 
they could not properly store their grain? 

Mr. Braptey. I could not answer that question because the loan 
program was available. 

Senator Arken. I will not press it any further. I only know it 
was so. 

Mr. Braptey. These were beans? 

Senator Arken. These were beans. I happened to think of an Ili- 
nois case, and he said he had to sell them for what he could get. It 
was obvious he could not even sell them to a speculator, if there was 
no storage. I believe that in 1948 the warehouses as it turned out 
were 60 percent filled, something like that. 

Mr. Braptey. Not more than that, I am pretty sure, in 1948. 

Senator Arken. I will not press that any further. 

Mr. Correr. Was there any farm storage in the bean program in 
1948? 

Mr. Braptey. You mean dry edible beans? 

Mr. Correr. Yes. 

Mr. Brapiey. Yes: we had farm storage program for dried edible 
beans. There were no dried edible beans produced that I know of 
n [hinois. 

Senator Tuyr. What about soybeans? 
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Senator Arxen. I think they were soys—I did not ask him—I think 
they were soys. 

The Cuamman. W hat about 19514 

Mr. Braptey. The figure we have here is 51,653,000. 

The Cuamman. In 1951? 

Mr. Braptey. In 1951, which I am sure must be the figure for ware 
houses only. 

Mr. Correr. You mean you have differentiated on the basis 

Mr. Braptey. We should not have, but I know that figure has to 
be in error. 

The Cuairman. In 1951 you had more warehouses than you had 
in 1950. They must Keer been virtually empty then. 

Mr. Braprey. This i includes, Senator, all of the-—— 

The Cuarrman. The farm storage ? 

Mr. Braver. The bin storage and the warehouse storage. 

Mr. Correr. Your figures up to 1951 included bin storage; is that 
correct ¢ 

Mr. Brapiey. Definitely; they did. 

Mr. Correr. And now you have dropped back to just county and 
terminal warehouses on that 1951 figure? 

Mr. Braptey. I cannot explain what happened there, whether it is 
a case of leaving off a “2” or not. 

The Cuarrman. Who can? 

Mr. Correr. I have a figure here. Maybe somebody can explai: 
that. Who is your fiscal man here? 


Mr. Hosrrop. I am. 
Senator Arken. Incidentally, the 2,000 cases involving outstanding 


ship ping orders which you have on the grain, do they inelude the 


grain in the Government-owned hangars and other types of storage. 
or is that private? 

Mr. Braptey. I am sorry. 

Senator Arken. Do the 2,000 cases for which you now have out- 

standing shipping orders cover grain in Government-owned storage. 
too? 
Mr. Bravery. It would be mostly grain—well, it would all be grair 
which was shipped by the private warehousemen. It might include, 
and it would include, a considerable portion which was shipped ow 
of bins. 

Senator Arken. Would it include the hangars? 

Mr. Brapiey. Yes; if any were moving. 

Mr. Correr. Under your handling contracts; is that what you 
mean ¢ 

Mr. Braptry. Yes; it might be, ves, partially, or it might have 
been moved through a warehouse which had a storage contract, bi 
only forthe shipment. It did not go in for store. 

Mr. Correr. Getting back to the other question, did you come up 
with the total figure for 1951? 

Mr. Brapiey. Mr. Cotter, may we go back and look at some other 
figures ¢ 

Mr. Correr. Yes: I will be glad to have vou do so. 

Mr. Brapiry. This, you say 

The CHatrman. Let him testify if he knows about it. Mr. Hostrop. 
you may proceed. 
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Mr. Braptey. I am reading off of the acquisition, which is a little 
different from the inventory. 

The CHarrman. Well, now, the figures you gave for 1950, are they 
correct, 279,000,000-plus ? 

Mr. Brapiey. That is the amount which was acquired. 

Mr. Correr. I think all of those figures are wrong for the inventory. 

Mr. Bravery. For the inventory. Those are acquisitions. 

Mr. Correr. Will you give us your total storage broken down into 
the total, the amount that you had in commercial storage and the 
amount you had in bin storage / 

Mr. Brapiey. Yes. Now, starting with 1948, in commercial stor- 
age we had 28,474,000. We had nothing in bin storage. In 1949, we 
had 78,726,000 in commercial storage, and 7,444,000 in bins. 

Senator Arken. When you refer to bins you mean farm bins‘ 

Mr. Braptey. That is, the Commodity Credit-owned bins. 

The Cuairman. That is for 1949, you say / 

Mr. Brapiey. That was for 1949. 

The CuHarrmMan. Did vou get the figure of 2 
awhile ago, 272,000,000-plus ? 

Mr. Brapiry. That was an acquisition figure which was taken from 
an entirely different record and would reflect, I believe, the reports 
from the county and State offices in this case which is somewhat ahead 
of our accounting records. 

The Cuatrman. Which is correct? 

Mr. Braptey. They both are correct. 

Mr. Correr. But they are different things? 

Mr. Brapiey. Taken from difference sources. 

Mr. Correr. We are talking now about the amount of grain you 
stored in these years; right/—the aggregate—and then the bin stor- 
age, and then your commercial storage; are we not? Have you given 
us the figure for 1948 and the figure for 1949? 

Mr. Brapiey. Yes. 

Mr. Correr. Let us have 1950. 

Mr. Brapiey. For 1950, in commercial storage the figure is 48,- 
939,000. The bin storage in 1950 was 209,516,000, 

Senator Ture. Did you not give us just earlier a figure for 1950 of 
279,655,000 ¢ 

Mr. Braptey. That was the total acquisition figure. There were 
some sales made during these periods, and the acquisition figure 
would be taken from, I believe, a different record in the office. 

Senator Ture. But your total storage facility in 1950 was what 
figure ? 

Mr. Braptey. The total which we had in store in 1950, according to 
our records ¢ 

Senator Ture. Yes; that is right. 

Mr. Braptey. Would be the sum of the 48,939,000, and the 
209,000,000. 

The CHatrrman. 257 million? 

Mr. Bravery. Yes. 

The Cuamman. You gave us 279 million, and you say you sold the 
difference between that 257 and 279? 

Mr. Brapiey. No. 

The Cuatrrman. What became of it? 


2 that you gave us 
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Mr. Bravery. As I explained, the figure which we use up there fo 
the 279 million comes from the county and State reports on this which 
would normally reflect a somewhat higher figure than you would hav: 
in our inventory records, because it takes some little time to get som: 
of this through. However, there unquestionably were some sales dur 
ing that period. Also, I do not know just exactly the amount of them 
at the moment. 

Mr. Correr. All right. 

The Cuatrrman. All right, 19514 

Mr. Brapitey. We had 48,742,000 bushels in commercial storage, and 
195,231,000 bushels in bins. 

Senator Arken. What period of the year? 

Mr. Brapiey. That is December 31. 

Senator Arken. December 31 ? 

Mr. Brapvuey. Yes. 

Senator Arxen. That is the amount which was actually in the bins 
and commercial storage on those dates ? 

Mr. Brapiey. That is correct. 

In 1952—and this is as of the 3lst of March—we had 51,567.00 
in commercial storage and 188,365,000 in bins. 

Mr. Correr. What is that figure for 1951? 

Mr. Brapiey. For 1951 is 51,567,000 for 1951. 

The Cuatrman. For 1952 up to March 31, you said? 

Mr. Brapuey. That is right. Mr. Cotter, I believe you asked about 
1951, 48,742,000 and 195.231,000. 

In 1952—up to March 31, 1952—51,567,000, commercial storage, and 
188,365,000 in bins. 

Mr. Correr. For an aggregate of how much ¢ 

Mr. Braver. That would be a total of 239,900,000. 

Senator Aiken. That is all corn? 

Mr. Braptey. Corn. 

Senator Arken. Can we have the total which was taken over i 
1951 ¢ 

Mr. Brapiey. The total which was taken over in 1951, it shows 
acquisitions here of 51,653,000. I would like to have an opportunity 
to look at that figure, however, and verify it. 

Mr. Correr. I have some General Accounting Office figures here 
that do not jibe, and I am wondering how large a ‘disc ‘repancy there is. 
You just stated that that was all corn. That is, the inventory that 
you are reading. You had wheat in storage besides corn, did you not / 

Mr. Braptey. We have another figure here of other commodities 
than corn in this which shows in 1948 that we had 274,216 bushels 
of other commodities. In 1949, 1,010,000 bushels. In 1950, 1,596,000 
bushels, and in 1951, 159,000, and as of the 31st of March this year, 
71,000. 

Mr. Correr. What dollarwise is that; can you estimate? Well, let 
us have the approximate number of sales contracts you make in a year 
Do you have any figure on that ? 

Mr. Braptey. The figure which we submitted to you is 2,590 sales 
contracts. 

Mr. Correr. Is that just grain sales or all kinds of sales? 

Mr. Braptey. That would be—pardon me—that is corn sales. 

Mr. Correr. Corn sales? 

Senator ArkEN. Have you broken that down into grades? 
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Mr. Correr. That was for the last fiscal year. 

Senator ArkEN. For 1951? 

Mr. Braptey. That was for 1951. That is about the average. 

Senator A1rkeN. How much of that is No. 3 or better ? 

Mr. Brapiey. 1951 corn sales, there is a total of 22,934,446 of which 
approximately 15,500,000 was deteriorated corn. That would be—— 

Senator AIKEN. At the end of 1950 you had 209 million bushels 
on hand. During 1951 you took over 51 million. That would make 
260 million. So, at the end of 1951 you had 195 million bushels 
on hand. That seems to be a disappearance of 65 million bushels. 
And you say the sales came to 23 million, of which 15 million was 
deteriorated. 

I wonder if you could reconcile those figures / 

Mr. Braptey. These figures which I just gave you on sales are sales 
made by the Chicago Commodity office and do not include the sales 
made from bins. 

Mr. Correr. They do not include sales made from bins? 

Mr. Brapiey. I believe that is correct. 

Mr. Daty. That is correct. 

Senator ArkEeN. Forty-odd million bushels from bins. That would 
mean that; would it not ? 

Mr. Braptey. Correct. 

Senator A1rken. How much of that was deteriorated, the sales from 
bins ¢ 

Mr. Brapiey. I cannot answer that question, Senator. 

Senator ArkEN. Could you get the figure ? 

Mr. Brapiey. I doubt very much whether it would be possible to 
get the figure because of the sales policy on bin sales is that it all 
had been sold at the No. 2 price and on a “where is” and “as is” basis. 
So, they would not have taken the grade. 

Senator A1KEN. No. 2 price? 

Mr. Brapiey. That is right. 

Senator A1rken. You could not sell deteriorated grain at No. 2 price, 
could you? 

Mr. Brapiey. They did so; yes. 

Mr. Correr. You mean, when the farmer bought back grain from 
the local bin site, that he had to pay for No. 2 corn regardless of what 
he got 4 

Mr. Braptey. That is right. 

Mr. Correr. The thing that bothers me is that you say you sell 
corn, and this corn is sold at the bin site. Who keeps the inventory / 

Mr. Braptey. The inventory is kept in our office on the basis of 
reports which are made by the county committee. 

Mr. Correr. Do you not have a figure as to your inventory? 

Mr. Braptey. We have no figure on that other than that we have 
given you on the exact inventory. 

Mr. Correr. Pardon ¢ 

Mr. Brapury. I say we have no figure of the exact inventory as of 
December 31, in this group of figures. We can obtain it for you. 

Mr. Correr. Could you give us an inventory figure as of any date, 
as of April 1 or January 1? 

Senator A1rkeN. You have given us 48,700,000 in commercial ele 
vators and 195,000,000 in the bins as of December 1, 1951, already. 
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Mr. Brapiey. That is correct. That is the inventory figure as of 
December 31 for each of these years. 

Senator Arken. You sold 23,900,000 in 1951 out of the commercial! 
bins, but there is a disappearance of 65,000,000 out of the commercia! 
warehouses, and that would leave about 42,000,000 that must have been 
sold out of bins, if you acquired the 51,653,000 in 1951. 

Mr. Brapvey. There is one other figure which I think should be in 
cluded in that, and that is the transfers from cur office to the New 
York office. And I do not find any figure on that. Do we have any 
figure here on that? 

The CuarrmMan. What do you mean “transfers from our office to the 
New York office”? 

Mr. Braver. From time to time on storable quality corn as it wa: 
shipped, we could not find a storage for it in our own area, and we 
made arrangements with the New York office to move it down East 
where the storage was available. 

The CuatmrMan. How often did that occur? 

Mr. Brapiey. That occurred pretty constantly during a good part of 
this movement. Apparently, we have not included in this group of 
figures any figure on transfers to New York. 

Mr. Correr. Does that account for your discrepancy ? 

Mr. Brapuey. I think it would largely. I would lke to check that 
figure. 

Mr. Correr. Would you reconcile what appears to be this discrep- 
ancy and give us—not now but later—give us a report on it? 

Mr. Braptey. Yes. 


(The schedule referred to is as follows:) 
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Senator Arken. Any transfers to New York area would be to com 
mercial elevators; would they not‘ 

Mr. Brap.iey. That would be to commercial elevators. 

The Cuairman. For foreign shipment ? 

Mr. Brapiey. Part of it might be for the foreign; part of it might 
be for local domestic sales within that area. 

The Cuamman. You say that was done because you could not get 
sufficient space locally ¢ 

Mr. Brap.tey. That is correct. 

The Cuamman. For what years was that / 

Mr. Brapiey. We have had trouble finding storage space in our ow! 
area for this corn since the take-over in 1949. It is just now beginning 
to loosen up a little. We can find some additional storage at the pres 
ent time in the Chicago area. 

Mr. Correr. Would that be at the peak of the take-over or the crop 
peak at some season during the year; is that right ¢ 

Mr. Braptey. Well, normally you have more difficulty finding spa 
at the time they are moving a new crop, whether it be wheat or soy 
beans, because the do not like to have this space tied up W ith storage 
at that time, but this has happened, Mr. Cotter, all along since 1949 that 
occasionally we have difficulty in finding available storage space in our 
owh urea, 

Senator Arken. Do you mean now that for the deteriorated grain in 
the bins that you charged the price of No. 2 corn regardless? No. 2 
is a pretty good corn; is it not Did you do that regardless of the 
condition it might be in? 

Mr. Brapiey. That was the over-all sales policy of the corporatio 

Senator Arken. That is charged for good corn, whether it is good 
or not: is It not? 

Mr. Brapiey. No. 3 with a premium for No, 2. 

The Cuatmman. If that corn were used immediately it was as good 
as No. 2. was it not—is that not the reason: in other words, if corn 
13s wet, it might erade No. 3. but it would have the same food value as 
No. 2? 

Mr. Braptey. It could have the same. 

Vhe Cuairman. Was that the reason for your policy ? 

Mr. Brapvey. I think that Mr. Underhill could, probably, answer 
it. 

Senator Arken. What price would you get for it then? 

Mr. Brapiey. The price at which we sold was either the formula 
price which is set up by the act of 1949 or the charter act of the corpora 
tion, or the market price whichever was higher. 

Senator Aiken. How could you get rid of it if you charged the cost 
plus carrying charges? Well, maybe you could. 

Senator Ture. Who would buy it. in other words, Mr. Chairman ¢ 

Senator Aiken. Who would buy deteriorated corn and pay the full 
price for it? That is what I am wondering. 

Mr. Braptey. We are not Say ing that it necessarily had deteriorated 


hut the policy was that rather than vo to the trouble of getting all of 


the corn graded — 
Senator ArKkEN. You said 15,000,000 bushels out of 23,000.00 
from the commercial elevators had deteriorated and that does 


include the larger sales from the bins. 
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Mr. Correr. That is not the type of sale that you were talking about 
as going to the farmer is it, Mr. Bradley ¢ 
Mr. Brapuey. The corn from the bins / 
Mr. Correr. No. Senator Aiken just mentioned about the volume 
that went out of commercial elevators. For the most part that did not 
go directly back to the farmer / 
Mr. Braptey. I would say that it would be very unusual if any of it 
went. 
Mr. Correr. This bin-site sale that was directed back to the farmer, 
he was supposed to get cood corn: is that not correct ¢ 
Mr. BRADLI Ze Well. we hoped that he would always vet good corn. 
Mr. Correr. If he got bad corn it was because the top was crusted 
and when he started to take the corn out the deteriorated corn went 
down and mixed with the good corn, and so forth. Is that how he 
lost ¢ 
Mr. Brapuiey. That is right. 
Senator Arxen. Did you sell to the alcohol plants at all? 
Mr. Braptey. The only sales that were made where grain went to 
the aleohol plants was the case where they were buying in the open 
market. They probably did. I am sure they did pick up some corn 
which was sold at the market price, in the market place. There may 
have been a sale or two of small amounts which went to the alcohol 
people directly, but | clo hot recall any. Mr. Daly Is here, who handled 
those sales. He could tell you. 
Senator Arken. What was the price of No. 3 corn—what would 
that run, around $1.80 a bushel, something like that ? 
Mr. Brapiey. At the present time the price of No. 3, I think, would 
vary, | think, from $1.78 to possibly $1.81, depending on the grade 
factors, Which made it No. 3. 
Senator Aiken. I have here a statement handed to me by counsel 
which I presume the Department has furnished him. This shows 
in 1951 a deterioration of 15,332,184 bushels, but according to your tes- 
timony I understand that means deterioration in commercial elevators 
ind does not include deterioration in the bins where there was approx- 
m itely four times as much stored. 
Mr. Braptey. This figure would include any bin grain which was 
oaded out and shipped. 
Mr. Correr. In commercial trade? 
Mr. Braptey. In commercial channels. 
The Cuatrrman. Whether from commercial warehouses or bins on 
Tarms ¢ 
Mr. Braptey. That is right. 
Senator Arken. However, if deteriorated it would not be loaded out 
ind shipped, maybe. Have you any estimate as to how much was total 
leterioration in the bins? 
Mr. Braptey. That figure has never been broken down. Definitely, 
nvolved a lot of research work on how much and the grades which 
went in on all of the corn that went into the bins and the grades that 
ent out. We have not had time to prepare a figure of that kind. It 
sa big job. 

Senator Aiken. Has the Department ever requested figures of that 

dé 
Mr. Braptey. Not that I have seen. 
Senator ArKen. It is substantial: is it not / 


; 
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Mr. Braptey. I do not know how substantial it is. There has bee: 
deterioration in bins, primarily due to condensation on the top and 
some caking of the top of the bins, but the exact amount I am just 
not prepared to give you a figure on at the moment. 

Senator Arken. You have had some heating in the bins? 

Mr. Brapviey. Heating has not been primarily a factor which has 
affected any great amount of it. 

Senator ArkeNn. Just occasionally? 

Mr. Brapiey. You see, this corn went into the bins very high, the 
highest quality that we had. 

Senator Arken. Was any corn shelled and stored in the bins th: 
same season that it was grown ¢ 

Mr. Braptey. No. 

Senator Arken. You do not ever do that—you always dry the 
other then? 

Mr. Brapiey. The corn that we take is always 1 year old before wi 
ever take it over—held 1 year normally in farm storage. 

Senator Arken. Yes. You make a loan on it before it is 1 yea: 
old? 

Mr. Braptey. We make the loan in the year it is produced. 

Senator Arken. Suppose you make a loan on it and it is stored 
in the bins and it deteriorates in the bins, then the grower can leave 
that with you to take over or take it home, just as he sees fit; ca 
he not ? 

Mr. Brapiery. Actually no grower’s corn—we make no loans 01 
any corn to the producer in our bins. 

Senator Arxen. In your bins? 

Mr. Braptey. That is right. It is always in his own storage. 

Senator Tuyr. What you have is what the farmer has surrendered 
after he has carried the commodity loan on that grain for the on 
season. It is then shelled out and it is moved to you, whether th: 
grower surrenders his equity or ownership of that corn. Would ther 
be instances where the grower would continue his commodity loa 
after it reached your elevator? 

Mr. Braptey. No. 

Senator Try. It is corn that is surrendered by the grower to thy 
Commodity Credit Corporation in payment for the loan that he 
obtained on it in the year that it was grown? 

Mr. Brapiey. That is the corn which makes up our inventory. 
Senator Ture. That is your inventory, so that corn has been in t! 
grower’s crib for a year before you receive it and therefore whe 
you receive it it has got to be in quality or you would never accept 
it. Is that not the truth? It has got to be in quality before you 

accept it? 

Mr. Brapiey. We might accept it. 

Senator Arken. It has to be in quality when you make the loa: 
on it. 

Senator Ture. You say, the producer grows the crop of corn in th 
calendar year 1950. If that qualified for a seal-up by the local i 
spectors of the county PMA, then a loan is made on the corn. If t! 
producer did not redeem that corn but he surrenders the corn 
the Commodity Credit Corporation or to the local PMA county com 
mittee, then you receive that corn? 

Mr. Braver. That is right. 
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Senator Ture. When that producer surrenders that corn, it has to 
meet grade and quality ¢ 

Mr. Correr. There is an inspection. 

Senator Ture. Yes, sir; it has to meet quality. 

Mr. Correr. Of moisture. Is that not correct? 

Senator Ture. Otherwise then you are administering differently 
in Chicago than you are out of Minneapolis or the St. Paul office, 
because it has to meet grade and quality there. That is the producer’s 
obligation right then and there. 

Mr. Correr. There is a weigh-up and an inspection, and if the corn 
does not inspect first quality you take it over, but you dock the farmer 
and you probably use the corn for other purposes than storage: 1s 
that not correct ¢ 

Mr. Brapiey. That is correct. 

Senator Tuye. The farmer is responsible for grade and quality 
of that corn at the time that he sells it to pay his obligation or when 
he surrenders it to cancel the note that he has signed on that com- 
modity ; is that not right ? 

Mr. Braptey. The farmer is responsible for the grade and quality. 

Senator Ture. Yes, sir. 

Mr. Braptey. However, this is a nonrecourse loan in which he is 
entitled to turn that corn to us and settle, and we settle for the dif- 
ference in weight and quality. 

Senator Tirye. He surrenders that corn, but if that corn is broken 
down in his crib, you hold that grower responsible for that quality ¢ 

Mr. Braptey. For the quality. 

Senator Tuye. Yes, sir: then if that does not weigh up to the 
anticipated amount that that crib was sealed for the grower has to 
make up the difference. Is that not right ? 

Mr. Braptey. That is right. 

Senator Tryr. What you receive is a corn that grades and is 
accepted by you and you settle with that farmer right? The farmer 
is responsible to pay you every cent that he received as a loan on 
that commodity; is he not ¢ 

Mr. Braptey. He is responsible for that. However, the one point 
which I think we need to clear up is this, that he may deliver to us 
corn which has deteriorated from the original loan grade, and we will 
accept it, but we will not accept it except that we get the original value. 

Senator Ture. That is right, sir. 

Mr. Brapiey. We accept the corn. 

Senator Ture. You accept the corn, and if that corn does not meet 
grade and quality that were sealed up and if the producer owes you a 
balance the producer pays / 

Mr. Braptey. That is right. 

Senator Ture. Otherwise he delivers you in amount sufficient corn 
to pay his total obligation. The producer absolutely pays the Treas- 
ury every cent that he was loaned on the corn, and if the corn does 
not weigh out the producer makes up the difference so as to settle 
that note. Then you take it. 

Senator Arken. Have you made claims against producers for failure 
to deliver corn of the quality on which a loan was made in the amount 
on which a loan was made? I can see the circumstances where farmers 
might need very badly the loan and then it deteriorates, such as the 
rats get in and carry off one-half of it, as they did mine last winter, or 
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the gray squirrels, and the farmer is unable to deliver the corn; he has 
spent the money, and I am wondering how many cases the office might 


have of that sort. 

Mr. Brap.tey. Mr. Hostrop has the figure on farmer claims. 

Mr. Hosrror. As of March 31, 1952, we had 1,068. 

Senator Arken. Of a total of what? 

Mr. Hosrror. Of claims against producers. 

Senator Arken. Probably 200,000? 

Mr. Hosrror. More than that. 

Senator ArkeNn. It is not a high percentage then ? 

Mr. Hostrop. No. 

The CnatrmMan. Let us answer that question. Did you say 1,068 
in which there is a claim against the farmer? 

Mr. Hosrror. Yes, sir. 

The Carman. Out of how many? Can you give us the figure? 

Mr. Brapiey. In 1949 we had 288,000 corn loans. In 1950 we had 
103,000. In 1951, we had 68,000. 

Senator Arken. That would be 1950 corn? 

Mr. Brapiey. Yes. 

The Cuarrman. That figure of 1,068 is over the entire period ? 

Mr. Hosrror. Yes. 

The Crarman. How much does that involve? 

Mr. Hosrror. $318,274.32. 

The CuatrrmMan. That is from 1949 up to date? 

Mr. Correr. No, that is a revolving figure; is it not? 

Mr. Hostror. That is a revolving figure, total unpaid claims as of 
March 31. 

The Cuarrman. It is the entire amount from the whole program ? 

Mr. Correr. No; it is not. 

Mr. Hosrror. No; from all unpaid claims as of March 31. 

The CratmrmMan. What success do you have in recovering these 
amounts ¢ 

Mr. Hosrror. Good success. 

The Cuairman. Have you had to charge any of them off ¢ 

Mr. Hosrror. Yes. 

Senator Arken. That is less than 1 percent though, is it not, of the 
total of borrowers in default? 

Mr. Hostror. Yes. 

Mr. Correr. Your farm claims are not a serious problem, either, 
from a dollarwise or numberwise basis, are they ¢ 

Mr. Braptey. No. 

Mr. Correr. And any difficulty that you have with them may grow 
out of perhaps deficiencies in administration. Would you admit to 
that ? 

Mr. Brapiey. I would like for you to clarify that a little. 

Mr. Correr. I did not intend to get into this at this time. 

Senator Arken. Some of these claims are due to floods, perhaps, 
vermin ¢ 

Mr. Brapiey. Most of the claims I would say are due to the de- 
terioration or something on that order. 

Senator ArkEN. Sometimes corn gathers moisture instead of dry- 
ing out, does it not? 

Mr. Braptey. We have had a couple of years of that. 
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Mr. Correr. Who is your man who handles these claims; is that 
you, Host rop‘ 

Mr. Hosrror, Yes. 

Mr. Correr. What percentage of these 1,000 claims that you have 
are shortage or conversion claims, grouping them together ? 

Mr. Hosrror. Well, there are 57 claims. 

The CHarrmMan. You are talking about farmers’ claims? 

Mr. Hosrror. Yes, sir; farmers’ claims. They represent claims as 
a result of a shortage in the amount delivered by the producer and 
also the quality deficiency in what was delivered. The total of those 
claims is $12,489.06. Then we have 848 claims which are due to short- 
age in varying amounts. 

Mr. Correr. That is a straight shortage ? 

Mr. Hostror. Straight shortage: yes. 

Mr. Correr. That aggregates “yl much ? 

Mr. Hostrrop. That is $254,274.3 

The CHarrmMan. Would you be ab le to tell us how those shortages 
come about ? 

Mr. Hosrror. The producers deliver their grain. When the pro- 
ducers deliver their grain like in liquidation of their loans, if they 
do not. deliver the total quantity that the loan was made on. they are 
to pay for the difference. 

The CuarrmMan. Do you know whether there was an error in giving 
you the amount or did you find out whether or not that grain was 
used by the farmers—would you be able to determine that ? 

Mr. Hosrror. Well, of course, the loans are administered up in the 
county PMA office and under the State offices. It all depends, I 
presume, on the amount of the shortage. If it was 5 or 10 bushels 
short I do not know how much inquiry they would make on something 
of that kind. They would try and collect their mone y. 

The Cuairman. What responsibility has the Chicago office in check- 
ing the amount of grain upon which you grant loans or that you take 
over under the loans? Do you depend entirely on the PMA officials 
in the State? 

Mr. Hostrop. Yes, sIr: the State and county offices. 

The CHatrrmman. And the Chicago office has nothing to do with 
that—you depend entirely on them ? 

Mr. Hostrrop. Yes, sir. 

Senator Tre. May I ask this question, Mr. Chairman? Assuming 
that the county PMA finds that a farmer has either used up the corn 
between the time that it was last inspected by a county inspector and 
the time that you eall the loan or the PMA committee ealls the loan, 
and he cannot pay, if the PMA committee is unable to make him pay, 
then it would be submitted to your office for prosecution. In the event 
that the producer finds that his crib does not shell out in the amount 
that the inspector had anticipated when he granted the loan—if the 
producer surrenders all of the corn that is in the crib at the time of the 
seal-up, and it is running short because it did not shell out as well a 
had been antic ipated. may have had more husks and cornstalks in the 

‘rib—if he is short 200 bushels on 1,000 bushels, he makes up the 
UGerenee in cash? 

Mr. Hostrrop. That is right. 

Senator Tryp. And he settles and there is no shortage ever listed 
with you? 
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Mr. Hosrror. That is right. 

Senator Tuye. But if he fails to make settlement and he does not 
have the corn there then it is submitted to you for prosecution / 

Senator Arken. Or for collection. 

The Cuarrman. You mean for collection, Senator? 

Senator Ture. Collection or prosecution. If they cannot collec 
they will prosecute. And you are involved at the present time wit! 
168,000 such claims? 

Mr. Brapiey. No, no. 

Senator Ture. Let me find out what this 168,000 is. 

Or is it 1,068? 

Mr. Bravery. That is right. 

Senator Ture. I misunderstood your statement on the figure 
These 1,068 are the producers about whom you have a question that 
they have not paid up their obligations, whether it was corn or soy- 
beans or whatever it might be? 

Mr. Hosrror. That is right. 

Senator Ture. That is involved over the years? 

Mr. Hosrror. Yes, sir. 

Senator Tuye. Your trouble is not with the producer, is it? | 
mean, it does not involve more than a few thousand dollars? 

Mr. Hostror. According to the statement. 

Senator Ture. You do not know how much of this you are going 
to collect. Your great trouble or problem is in the deterioration i: 
the big commercial storage houses where you have deterioration of 
the commodity after you have taken it from the county PMA com 
mittee when they have surrendered it through the process of collect 
ing from the producer or the grower, when the grower had take 
loan or availed himself of the opportunity of a loan. Am I right 
or wrong? 

Mr. Braptey. Well 

Senator Ture. Can you not answer that? AmTright? Iam right, 
am I not? 

Mr. Braptey. You are right. 

Senator Ture. Yes, sir. 

Mr. Braptey. The biggest problem that we have is after the grai 
is taken over and stored one place or another. 

Senator Ture. I have observed this program ever since its origina! 
beginning, and I know how the PMA county committees work. I do 
not think you have much complaint against them. Your trouble comes 
after you get it. when it is surrendered to you and it is put into tl 
big storage warehouses or the elevators. 

Mr. Braptey. Yes. 

The Cuarrman. I understood you to say a while ago there hav 
been no losses sustained as such on farm storage except that if ther 
were losses it was a loss of the farmer. 

Senator Ture. No. 

Mr. Correr. No. 

Senator Ture. That cannot be. 

The Cuatrman. Why not? In other words, they do not have p 
session of the grain if it is stored on the farm. It ison a loan, and they 
have a recourse against the farmer. 

Senator Toye. Mr. Chairman, maybe I am a little bit foggy. 

The Cuatrrman. Maybe that is my case too. 
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Senator Ture. Maybe I am a little bit foggy on the question, but 
I have seen the program administered back there on the farm so 
closely that I know that in the case of the little farmer with a thou- 
sand or two or three thousand bushels of grain that he has a com- 
modity loan on, and the local bank holds the note, when that loan 
is called or he wishes to pay up his loan he has to surrender every 
bushel of that commodity that is involved in the seal-up loan. 

The Cuarrmman. That is right. 

Senator Ture. When he surrenders it he has to pay the full face 
value of that note, either in grain delivered or the cash to make up 
the difference. 

The CHarrman. I may not have made myself clear, but that is 
what I had in mind. In other words, you do not take possession of 
any grain and leave it on the farm, do you ¢ 

Mr. Brapiey. No. 

The Cuarmman. The other day we had a witness testifying here 
that he saw rotten corn delivered and that he was satisfied that the 
Commodity Credit or the Government lost enormously. If there were 
any losses in a case like that on orain that is on the farm, it is the 
farmer's loss and not the Commodity Credit Corporation, as I under- 
stand it. 

Mr. Brapiey. That is right. If he delivered bad corn he pays 
for the difference. 

Senator Tryr. He pays the difference. 

The CuatrmMin. Exactly. 

Senator Tuyr. So the farmer is absolutely the man who pays up. 
The Government did not lose anything on the individual farmer. 

The Cuatrman. That is right. I am sure some of you were here 
and you will remember, who heard this witness so testify. I think 
that it was Mr. Harris. 

Senator Ture. The farmer is not the man who has cost the Treasury 
a loss, because he either pays in corn or makes it up in cash before he 
gets the note canceled. 

Senator Arken. You cannot say in every single case the farmer 
takes a loss. 

Sometimes the buildings burn or they have a flood or they go bank- 
rupt or they die, and in those cases, of course, the Commodity Credit 
Corporation takes some loss. 

The CHarRMAN. Sure. 

Senator Arken. We have given them authority to settle those cases 
and take some loss. 

Senator Tuyr. Let us be sure that we understand the program. 
When the farmer gets a loan on his grain, either in grain, rye, or in 
the corn crib, he must take out insurance. That is just part of the 
nitial cost of the execution of the loan. He has got to have that 
commodity insured, does he not! 

Mr. Brapiey. Not on farm storage. 

Senator Ture. I beg your pardon? 

Mr. Braptey. The farmer is not required. 

Senator Torr. Are you sure that PMA does not require that farmer 
to insure that commodity? Are you sure of that now / 

Mr. Braptey. The program which we have on all of these loan 
programs is that we are self-insurers. The only time that he is re 
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quired to have insurance—and that is a case of usually State la 
requiring it—is when it is in a warehouse. 

Senator Tuyr. Mr. Bradley, are you sure that in the initial inspe: 
tion and seal-up of that commodity of the producer that the produce: 
dloes not have to pay the premium on the insurance on that commodi 
when it goes in under seal ? 

Mr. Brapury. Yes, sir. 

Senator Taye. You are positive of that, Mr. Bradley ? 

Mr. Brapitey. We have not required insurance on farm-stored loa: 
since—it must have been about 1942—I do not remember the exact 
date on that. 

Senator Ture. When a producer gets a loan on a 2,000-bushel eri! 
of corn, the producer does not have to insure that # 

Mr. Brapiey. That is right. If he does insure it, the insurance wil 
be for benefit of Commodity Credit Corporation if anything happens 
to it but he is not required to insure it. 

Senator Ture. So these commodity loans that are made to the 
individual producer are not required to be insured by the Commodity 
Credit Corporation ¢ 

Mr. Brapiey. That is correct. 

Senator Ture. The commodity can burn up and if the man does not 
have the capital assets which you could attach you stand to take a loss 
on that commodity? That has now been the policy since 1942 ¢ 

Mr. Braptey. I do not recall the exact year, but that requirement 
of insurance was discontinued some years ago. At the present time, 
the sealing fee is set at a figure which is presumed to cover the smal! 
insurance losses which we might have. 

Senator Ture. The sealing fee that is charged the producer at the 
time that the commodity loan is made is high enough to cover—did I 
understand you rightly—any anticipated loss? 

Mr. Brapiey. We think that it will over the entire country cove! 
the losses which we might have. 

Senator Tuyer. So in a sense your seal-up fee is the same as an 
insurance on the commodity. You figure that there is enough in that 
seal-up fee to give you coverage for a loss. Am I understanding you 
correctly ? 

Mr. Brapiey. Yes; that is essentially correct. 

Senator Ture. It is not written by an insurance company, but it ts 
insurance to the best of your judgment to safeguard the Commodity 
Credit against losses ? 

Mr. Braptey. That is right. 

Senator Tuye. It is insurance in a sense? 

Mr. Brapiey. Yes; but we do not require the individual- 

Senator Tnyr. You do not require somebody to go out there am 
insure it, but you charge a fee high enough to give you insura 
protection ¢ 

Mr. Braptey. You are right. 

Senator Ture. O. K. 

Mr. Correr. You are in a sense self-insured on that. Does t! 
excuse the farmer when he has a fire loss? 

Mr. Brapiey. The farmer if he has a fire loss and a total loss, th 
farmer is excused. 

Mr. Correr. Getting back to these conversions—— 


; 
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Senator Ture. Do I understand you correctly that if a crib of corn 
burns up, and your PMA man would go out there and inspect it and 
there is no question but what the whole corn crib is burned up, includ- 
ing the corn, that that cancels out the farmer’s obligation ? 

Mr. Braptey. That is correct. 

Senator Toye. O. K. Weare learning something here this morning. 

The CuatrMan. That self-insurance takes care of that. 

Mr. Correr. Getting back to this farm conversion it is a volume 
business, and even though the percentage is small in numbers there 
is a substantial incidence of shortages and conversions on the part 
of the farmers, is that not correct, although your precentage may be 
very negligible and financially it does not present too great a problem 
in the program. I might address these questions to Mr. Hostrop be- 
cause I think he runs your claim register and he knows more about 
your farm storage. Is that correct, Mr. Hostrop, generally speaking ¢ 

Mr. Hosrrop. Well, the actual number as compared to the total 
loans is very small. 

Mr. Correr. It is negligible? 

Mr. Hosrror. Yes. 

Mr. Correr. You are still handling a lot of cases, and it runs into 
some money because of the great volume of your business covering 
six States; is that correct ¢ 

Mr. Horsrror. That is right. 

Mr. Correr. These are reported in through the county PMA com- 
mittees, are they not, to the State committees and to you? 

Mr. Hosrrop. That is right. 

Mr. Correr. And they are reported in by the CL-8 form ? 

Mr. Hosrrop. Yes, sir. 

Mr. Correr. There are some instructions that, apparently, have 
gone out to the county oflicers with re spect to screening these cases. 
Are you familiar with those ¢ 

Mr. Hosrror. Instructions from what source, Mr. Cotter? 

Mr. Correr. It is your handbook. The committee has that. Does 
that not contain a section with reference to the conversion cases, 
et cetera ¢ 

Mr. Hostrrop. I believe so. 

Mr. Correr. Would you have those instructions here ¢ 

Mr. Hosrror. No, sir; I do not have those with me. 

Mr. Correr. It provides for a screening of those cases, and only 
sending on very aggravated cases; is that not correct ¢ 

Mr. Hosrror. Insofar as referring them for legal action ? 

Mr. Correr. As Senator Thye brought out a little while ago, if they 
can collect the money they do not bother about referring them in to you 

Lanny reasonable time; is that correct ¢ 

Mr. Hosrror. That is correct. 

Mr. Corrrer. There are some cases that resist collection by them and 
by the State and actually by you; is that not correct ? 

Mr. Hosrror. Would you mind repeating that ? 

Mr. Correr. There are some very tough cases among these ¢ 

Mr. Hostror. Yes. 

Mr. Correr. There are some real conversions ? 

Mr. Hosrror. Yes. 

Mr. Correr. Has the policy been strong with respect to the handling 
of those cases ? 
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Mr. Hosrror. Aggravated cases? 

Mr. Correr. Yes. 

Mr. Hosrrop. Yes, sir. 

Mr. Correr. How many prosecutions in your office have you had on 
that aggravated type of case since 1948 or 1949? 

Mr. Hosrror. I do not know of any prosecutions that have come to 
a conclusion. There are many cases—there are several cases that ar 
presently being prosecuted. 

Mr. Corrrer. You mean that have been recently referred to the United 
States attorneys? 

Mr. Hosrror. Yes, sir. 

Mr. Correr. Does not that follow your very recent policy of refer- 
ring all of these conversion cases to the United States attorneys? 

Mr. Brapiey. May I cut in here? 

Mr. Correr. Yes, surely, Mr. Bradley. 

Mr. Brapiey. I do not think there is any question but that under a 
change in policy there are more referrals to the regional attorneys 
now than there have ever been before. There were some cases, how- 
ever, Which had been referred prior to this change in policy which we 
are speaking of. 

Mr. Correr. Are you talking about commercial cases or producer 
cases ? 

Mr. Brapiey. Talking about producer cases. 

Mr. Correr. Do you know how many ? 

Mr. Bravery. I do not know how many, but they are a difficult 
problem at the time, because legally, as I understand it, it is a different 
case entirely if the note, the loan and agreement were held at a local 
lending agency at the time that the conversion took place than if we 
held it ourselves. 

Mr. Correr. In other words, if the conversion takes place before 
the take-over you have got a different legal proposition ? 

Mr. Brapiey. Yes. 

Mr. Correr. You may have a State case rather than a Federal case? 

Mr. Braptey. That is correct. 

The Cuarrman. Will you tell the committee about this new change 
of policy and what brought it about? 

Mr. Braptey. The change in policy that I am speaking of is that 
we are now referring all known or suspected producer conversion cases 
to the regional attorney for his determination as to whether or not 

The Cuatmrman. Since when? 

Mr. Braptey. In the last—how long?—2 or 3 months. 

Mr. Hosrror. About 2 months. 

The CHarmman. Has that come about because of these investiga 
tions? 

Mr. Brapiey. I would say that it has largely. 

The Cuatmrman. Largely that? 

Mr. Brapiey. Yes; due to the investigations. 

The Cuairman. What was your policy before that? 

Mr. Brapiey. The policy before had been 

The Cuarrman. Trying to settle? 

Mr. Braptey. We always tried to settle. The first thing that w 
try to do is to get completely financial restitution from whoever w 
are dealing with, whether producer or warehouseman. 
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The Cuamman. Are there any cases now pending or in the process 
that were presented for prosecution prior to this new policy that you 
are speaking of now ‘ 

Mr. Brapiey. I could not tell you exactly how many. I know there 
have been cases referred prior to that time to Mr. Gallagher’s office. 

Senator Arxen. Is that farm or commercial storage / 

Mr. Brapuey. This is farm storage. 

Senator Aiken. Had there been any commercial storage cases 
referred for prosecution up to the Ist of January this year 

Mr. Brapuey. Yes. 

Senator Arken. Many ? 

Mr. Brapiey. Up to the Ist of January—— 

Senator AIKEN. Up to the Ist of December—let us go back there— 
that is a little better date—or ( yetober. 

Mr. Bravery. We had, I believe, three cases which had progressed 
far enough that had been referred to the regional attorney at that 
time. 

The Cuarrman. Did they occur before the hearings? 

Mr. Brapuey. Yes. 

The CuHarrmMan. And since that time have you been sending more 
of those for prosecution ¢ 

Mr. Braptey. We send all of them that show up at’the present time. 
They are sent to the regional attorney. 

The CHarmman. Can you tell us how many cases have developed 
since these hearings started that have been referred to the proper 
authority for prosecution’ I mean of the commercial type. 

Senator Arken. To the United States attorney for consideration. 

The CHarmmMan. That is what I mean. 

Senator Arken. It is not prosecution in every case. 

The CuHamman. Whichever way he has it. 

Mr. Brapitey. We have a total—these are warehouse cases? 

The CuHatrMan. Warehouse cases. That means Government-owned 
grains that are warehoused or stored in privately owned warehouses. 

Mr. Braptey. That is right. 

The Cuarrman. All right 

Mr. Brap.ey. There is a total of 46 cases of known or suspected 
conversion. 

Mr. Correr. Producer. 

The CHamman. Warehouses. Have those been referred by you? 

Mr. Brapiey. All of them have been referred on which we have an 
investigation completed. Some of which the investigation has not 
been completed have been referred to the regional attorney’s office for 
action, 

The Cuamman. Of those 46 cases how many of the people involved 
have actually been indicted ¢ 

Mr. Smiru. We do not have that. 

Mr. Braptey. We haven't the figure. However. if we have time I 
in run over some of these. 


he Cramman. How many cases did you have presented prior to 
» hearings in which ndaloeniie have been made out, do y you 
Terme 
Mr. Braputey. As I recall it there were three cases which had been 
presented prior to that time. 
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The Cuatrman. Are there more cases developing now as the result 
of this new order than there were prior to the issuance of them? 

Mr. Braptey. At the present time, Senator, we are moving grain out 
and this is the first time in the last year that we have been moving 
out and we are in a good position to know whether there was a short- 
age which could be attributed to conversion. 

Senator Arken. Have any shortages developed in Government 
owned storage ¢ 

Mr. Brapiey. There always is some shortage in handling grain. 
Senator Aiken. There has been no material shortage that I recall i 
our 

Senator Aiken. Not in Government-owned storage ? 

Mr. Braptey. Not in Government-owned. 

Mr. Correr. Can I get back to this farm storage ? 

Senator A1keN. Let me ask one more question. These 46 know 
or suspected conversion cases, what is the volume involved? 

Mr. Correr. You are talking about only commercial now ? 

Senator Arken. Only commercial. 

The CuarrmMan. We got away from the farm. 

Mr. Brapiey. I am sure we haven’t a figure pulled together on 
that. 

Senator Arxen. You do not have the figure ? 

Mr. Braptey. We have not. 

Senator ArkeN. What would be the average, 100,000 bushels? 

Mr. Brapwey. No. 

Senator Arken. They would not? 

Mr. Braptiey. No. 

Senator Arken. Counsel thinks he says that we have that. 

The Cuamman. Do you have that figure / 

Mr. Corver. We have some figures we will get into that later. 

I think you were talking about the fact that there had been only 
three cases, three producer cases. Was that it, to your knowledge / 

Mr. Braptey. I was talking of warehouses cases. 

— Corrrer. Let us take the producer cases. That is a minor prob 
lem, but let us clear that up first. 

Do you know how big a volume of producer conversion cases you 
had re fe ‘Tre rl for prosec ution pr ior to ¢ ctober L951? 

Mr. Braptey. No; I do not. 

Mr. Correr. Do you know whether you had referred any or not! 

Mr. Brapiey. I know that some had been referred to the attorney's 
office, aggravated cases, but I do not recall. 

Mr. Correr. But you do know—you would know that under the 
procedure that you had prior to this new order which you re ferred 
to, there was a great deal of screening done of conversion cases pri 
to any actual referral to the United States attorney, is that not so 

Mr. Braptey. Under the old procedure, Mr. Cotter, I think that 
practically in every case where it was possible to collect the indebted 
ness of the producer it was not referred. 

Mr. Correr. They were not referred ? 

Mr. Brapiey. Yes. 

Mr. Correr. And in many cases they did not even get to your re 
gional solicitor? , 

Mr. Braptey. Quite often they did not even get to us. 


/ 
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Mr. Correr. Yes. 1 am wondering about the effect on the stand- 
ards of the PMA personnel by the civilians settling these more ag- 
vravated conversion cases that were never referred for official action. 
What is your opinion on that? 

_ Mr. Braptey. I do not think it would have any effect on the PMA 
personnel. 

Mr. Correr. If they were running into these cases in some vol- 
ume—I mean not percentagewise, but in some volume, and they were 
permitting known converters to go free because they could pay up, 
would that not have a deteriorating effect on the standards of your 
whole organization ¢ 

Mr. Brapiey. I think it is possible that it could. However, I still 
doubt whether it had any effect. 

The Cuarman. Well, at that point, may I ask this question, Do 
you think that your policy of not prosecuting has resulted in more 

ollections by the Government than otherwise? You must have had a 
pare reason to do it, arid I assume that was it, that is, that you could 
better collect by not prosecuting them than by prosecuting. What 
is your view on that ¢ 

Mr. Brapuiey. I do not know what the answer would be. 

The Cuarrman. You do not know? 

Mr. Braptey. What it would be on that. I suspect that we would 
have collected about the same whether you prosecute or whether you 
do not. 

The CHamman. Was any favoritism shown in not prosecuting 
people then ¢ 

Mr. Braptey. Not to my knowledge. 

The CHarrmMan. Not to your knowledge? 

Mr. Braptey. No. 

Senator Arken. I think it might be even more important to deter- 
mine whether the leniency shown provided an incentive to others to 
convert a little from time to time. 

Mr. Brapiey. I have always felt, Senator, that if we had prose- 
cuted to the full extent of the law some of the early cases wltich came 
up rather than accepting settlements that it might have had the effect 
of deterring some of the others from doing the same thing. 

Senator Arken. I think so, too. 

Mr. Corrrr. In other words, you believe in a strong enforcement 
policy, not a harsh policy, but a strong one ? 

Mr. Braptey. Right. 

Mr. Correr. You feel that would have deterred, perhaps, even some 
of this commercial rash of conversions? 

Mr. Braptey. I think it would have. 

The Cuarrman. Who is responsible for such a policy then? 

Mr. Braptey. The policies that we follow in our offices and in the 
State and county offices are policies which are determined by higher 
levels, 

The Cuarrman. From Washington ? 

Mr. Brapiey. Than our office. 

The Cuatrman. Have you such policies in writing or do you take 
it for granted, or just how did you operate ? 

Mr. Braptey. Practically everything we do is done as the result of 
following a policy which is set up in writing for us. 
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The Cuarrman. Can you furnish for the record any documentar) 
proof of oa that you followed prior to the change, you know, 
the change of the policy heretofore that you labored under ? 

Mr. Braptey. The producer’s handbook—the county committe, 
handbook I believe covers that, does it not? 

The Cuarmman. Will you bring that out; I mean, have you got it / 

Mr. Correr. I was going to bring it out at the Washington level. 

(Discussion off the record.) 

Mr. Correr. Are you familiar, Mr. Bradley, with the take-ove 
of the authority for the screening and determination as to what thy 
cases would be referred for prosecution that took place between tly 
Department of Justice and the Department of Agriculture in 194°: 
Whether there was a delegation of that authority ? 

Mr. Brapuiey. I am not familiar with that. 

Mr. Correr. I feel then perhaps you are not the right one to g 
into that question. 

Mr. Braptey. I think that would be between our Solicitor’s Offic: 
and the Department of Justice. 

Mr. Correr. We shall read into the record, since the chairman lias 
raised the point, the instruction on conversion cases which prevail 
It is June 1951. That is the date of this, the County Committee’: 
Handbook. 

The Cuarrmman. That is prior to the new order of things? 

Mr. Correr. That is right. This is from instruction No, 722-2 
and it is paragraph D: 

Conversion cases: If the county committee receives a report indicating cor 
version and after investigation it is found that conversion has taken place a 
is of such willful and flagrant nature as to make criminal prosecution desirab): 
to the effective administration of the program, the county committee shall f 
ward a complete report to the State committee so that the case can be referred 
to the regional attorney withont delay. The State committee will send tf) 
PMA Commodity Office a copy of its transmittal of the case to the regional atto: 
ney. In the meantime, the county committee shall take steps to realize or 
ony remaining collateral but shall not take any other action to collect unless 
instructed to do so by the State committee pursuant to advice of the regio: 
attorney If oniv under State law, he will inform the State committee to that 
effect and as to what further action will be taken by him, and will advise th 
State committee as to any further action which should be taken by the Sta 
and county committees in handling the case. 

If it is determined by the county or State committee that the conversio: 
not of such willful and flagrant natnre, the county committee shall immediat 
make every effort to collect from the borrowtr or purchaser of the mort 
collateral, the full amount due under the loan and submit it to the lending agen 
holding the note. If the county committee is unable to secure the full amo 
due within 10 days, a CL-S shall be prepared in quadruplicate. The origi: 
and two copies shall be forwarded to the State committee with the Cl 
recommending that the loan be called. The State committee will endeavor t 
make full collection and if unable to do so shall forward the original and ow 
copy of CL-S with its recommendation to the PMA Commodity Office. 


That would be your office. 

The CirarrMan. So far as you know was that policy just read by Mr. 
Cotter carried out ? 

Mr. Braptey. That was the policy which was followed for q 
some time. 

The CuarrMan. It does not sound so bad to me. 

Mr. Correr. The instruction is quite complete, I think, but thro 
your experience does it not put the accent on only the willful a 
flagrant cases? 
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Mr. Bravery. That is right. 

Mr. Correr. Does it put the responsibility for making that determi 
nation on the committeeman at several levels before it gets into the 
hands of any specialist or anybody who would understand the law on 


the matter ¢ 

Mr. Brapiey. That is correct. 

Mr. Correr. And while it indicates investigation here, in your ex 
perience do you know how much the C. & 1. are called on in these 
cases ¢ 

Mr. Brapiey. The C. & I. has been called on in several of the cases, 
particularly in Ohio and Illinois. 

Mr. Correr. You are talking about commercial or producer, are 
you? 

Mr. Brapiey. I am talking about producer. 

Mr. Correr. Is that recently or in the past ? 

Mr. Brapiey. Over the past 2 years. 

Mr. Correr. Is that correct ? 

Mr. Brap.iey. Yes. 

Mr. Correr. I have one case here that just came to our attention 
when we were in lowa. It is this John Martensen case, Mr. Hostrop. 
Would you be familiar with that ? 

Mr. Hosrrop. No, sir. 

Mr. Correr. Do you have your records there ? 

Mr. Hosrrorv. Not offhand. That is on that list of items that we 
sent Im. 

Mr. Correr. Yes; it is. That ison page 4. You have, apparently, 
three conversions there, what would appear to be conversions. 

Mr. Hosrrop. Apparently. 

Mr. Correr. And it is of 1948 corn in the amount of $1,336. 

Mr. Hosrror. Yes, sir. 

Mr. Correr. Plus interest paid. 

Mr. Hosrror. Yes. 

Mr. Correr. And 1949 corn in the amount of $5,763.90. 

Mr. Hosrror. Yes. 

Mr. Correr. And in 1949 on the loan of $927.26. 

Mr. Hosrror. Yes. 

The CuarrmMan. Is it with the same person ? 

Mr. Correr. That is the same person. Could you give us what 
the history to your knowledge of that case is? 

Mr. Hostror. No, only to the extent that it is on here. 

Mr. Correr. What is on there? 

Mr. Hosrror. It indicates that the producer fed the corn. We do 
not have the dates that the corn was fed. The producer, apparently, 

: finnancially sound and has sufficient assets to make it worth while for 
i civil action. Our office referred the case to the regional attorney 

March 21, 1952. for civil action and at the same time referred the 

ise to the C. & 1. branch. 

Mr. Correr. When in 1952? 

Mr. Hosrror. Sir? 

Mr. Correr. When, in 1952 / 

Mr. Hosrror. Yes, sir. 

Mr. Correr. When was it referred to you 4 
Mr. Hosrror. I cannot talk or tell from this, but very likely this 
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Mr. Correr. This year ? 

Mr. Hosrror. Very likely. 

Mr. Correr. I have an indication that the shortage was discovered 
on March 15, 1951. It would still be a year later coming to you, or 
a good part of a year coming to you ¢ 

Mr. Hosrror. I could say I would have to assume so. I know that 
we act promptly on these cases when they come into our office, but 
I clo not know the date that it was sent to the office. 

Mr. Correr. Do you have any record that this farmer offere: 
34,000—a check for $4,000 in payment for the loan, although he only 
had a bank account of $3 at the time? 

Mr. Hosrror. No, sir. 

Senator Tuyr. What is the total amount involved ¢ 

Mr. Correr. I think it is about $8,000. 

Mr. Hosrror. About $8,000. 

The Crarman. What is the status of the case at the present time: 
do you know ¢ 

Mr. Hosrror. It has been referred to the Compliance and Invest 
gation for an investigation, and I presume if they have not already 
done so they will have an investigator determine all of the facts of 
the case. {The case is in the hands of our regional attorney for ha: 
dling whatever action he deems appropriate based on the results of 
the investigation. 

The CuarrMan. That could be both criminal and civil? 

Mr. Hostrrop. It could be. 

The Cuatrmman. Depending on his judgment? 

Mr. Hosrror. Yes. And whatever the facts are of the investigation. 

Mr. Correr. You do not get any current reports on a case of that 
kind? We got information from the State PMA oflice that he jus 
bought two cars and a television set, and so forth. Do those reports 
come through to yout 

Mr. Hosrror. They may be in the Compliance and Investigatio: 
report when that comes in. 

Mr. Correr. But you do not get any State PMA investigations on 

Mr. Hosrror. Not as a rule. 

Mr. Correr. When the report, the CL-8 comes in, and it indicates 
that the farmer has fed or sold the corn, do you know what the basi: 
is of that—is that based on a real investigation or what the farm: 
reports ¢ 

Mr. Hosrror. Well, I would assume normally it is what the farmer 
reports. He admits that he fed it or he admits that he sold it whe: 
the county committee presses him for payment or delivery of his gran 
and it is not there. 

Mr. Correr. It indicates that the C. and I. if they were assigned 1 
it, they would undoubtedly investigate whether he did sell it or whethe! 
he fed it in the normal course ¢ 

Mr. Hosrror. Yes. 

The CHatrMAN. CL-8 reports have been mentioned here quite often 
in the record. Would you be able to supply one for us, so that we ca! 
see what that is? 

Mr. Hosrror. I do not have any with me. 
Mr. Braptey. Yes; we can. 
Mr. Hosrror. We can do it. 
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The CuarrMan. Mr. Cotter tells me he has one. So at this point - 
n the record we will file one for the record just to see what it is. 
(Commodity Loan Form 8 is as follows:) 


ExuHtsir No. 44 
Commodity Loan Form 8 (2-23-49) 
U. S. DEPARTMENT OF AGRICULTURE 
PRODUCTION AND MARKETING ADMINISTRATION 
(‘OM MODITY CREDIT CORPORATION 


REPORT ON DEBTOR 


‘Commodity ae = Amount of indebted- 
ness incahinsitieaiavaien s 
Name of debtor _ 
Address of debtor 
1. Cause of indebtedness 
Deficiency in quality Deticiency in quantity Error in computation 
Conversion Other 
2. What has been done with mortgaged collatera 
(a) If delivered, give date of delivery 
(b) If still on farm, what is its present condition‘ 


Quantity of collateral by measurement 


(c) If converted, how was it disposed of Fed Sold If sold, give 
he following information 
Name and address of purchaser Dates of sales Amounts 
Does debtor have any departmental program payments coming? 
Kind of payments “ Amount, $ 
1. Is debtor— 
Owner Owner-operator Tenant 
(a) Legal description of farm(s) if owner 
Estimated valuation, $ Amount of mortgages, $ 
(0) Approximate value of debtor's personal and other prop- 
erty -- . — ee ae - $ 
(c) Amount unpaid mortgages filed against such property s 
If other employment 
(a) Name and address of employer 
(b) Wages, § . per 5 
6. Will legal action be necessary to collect indebtedness? 
Yes No (If answer is no, explain in county committee remarks) 
Debtor contacted by 
(Date) 
Title 
County Committee remarks and recommendations : 
= (Date) ai (Signature of County Committeeman 


State Committee recommendations: 


(Date) Signature of State Committeen 





1064 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. That came up in the Minneapolis matter, too. 

The Cuamman. I have been hearing about it and I would like | 
know what it is. 

Mr. Correr. I do not think we have covered it in detail, but ji 
for the record you did furnish us a schedule of what you believ: 
to be conversion cases 

Mr. Hosrror. Yes. 

Mr. Correr. How many in your six-State area were there that 
furnished us—do you have it broken down ¢ 

Mr. Hosrror. No. I do not have the exact number. 

Mr. Correr. Do you have the approximate number / 

Mr. Hosrror. I believe it is approximately 150 on this report t! 
we sent in. 

Mr. Corrrer. These have been reduced to the state where you | 
lieved that there was a conversion against your claim register figure / 

Mr. Hosrror. Yes. 

Mr. Correr. And on all of these cases under your present procedin 
did I understand you had referred them to the regional attorney fo: 
the United States attorney / 

Mr. Hosrror. To the regional attorney. 

Mr. Correr. To the regional attorney ¢ 

Mr. Hosrror. Yes. 

Mr. Correr. For consideration as to what action, criminal or « 
would be made of them / 

Mr. Hosrror. Whatever he determines is proper under the circu: 
stances. In any conversion case if the evidence is such that the par 
is criminally liable as well as civilly liable, why, it is expected t 
the regional attorney will take such action, civil and criminal, as 
required, 

Mr. Correr. Did I understand from your report that you had al 
twice as many as this—what was the figure ¢ 

Mr. Hosrror. Approximately 150. 

Mr. Correr. That you had twice as many of closed cases, prod 
cases that you were now going to refer to the regional attorney 
the United States attorney for such action as deemed advisable / 

Mr. Hosrror. Approximately twice as many we estimated. 

Mr. Correr. Are those 300 cases approximately cases 1n which vo 
have been satisfied financially ? 

Mr. Hosrrop. Yes, sir. 

Mr. Correr. And completely ¢ 

Mr. Hosrror. Yes, sir. 

Mr. Correr. Are they? 

Mr. Hosrror. Yes, sir. 

Mr. Correr. You think there may have been some aggravati 
involved in connection with these cases and you are now going 
submit them ? 

Mr. Hosrrorp. Yes, sir. 

Mr. Correr. Are you doing that on instructions of Was shington 
because you believe ‘the old method was wrong and the new met 
is right and you want to clean up the slate, or, on what basis? 

Mr. Braptey. Actually, it is a basis of cleaning up the slate t! 
because no condition has c hanged. 

Mr. Correr. Do you have the aggregate shortage involved 
150 group ¢ 
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Mr. Hosrror. As to bushels, you mean the bushel shortage ? 

Mr. Correr. No; the dollar value of the grain. 

Mr. Hostrror. No; I do not actually have either in totals. 

Mr. Correr. You have not got an estimate of it? 

Mr. Hosrror. Well, no; I would not have an estimate offhand. 

Mr. Correr. You do not know what percentage it is of these 847 
claims and the 57 claims that you gave us the total of ? 

Mr. Hostrror. Not dollarwise: no. 

Mr. Correr. Is it a more substantial part of that? 

Mr. Hosrrop. I would assume so; yes. 

Mr. Correr. That was a figure in excess of $250,000 ? 

Mr. Hostrrop. Yes, sir. 

Mr. Correr. Getting back to the picture in your office, Mr. Bradley, 
I think we should get a picture as to the size and volume and the 
detail and workload for the record. We covered personnel and we 
have covered loading out orders. Have we completely covered your 
sales and what they involve? I think you have given us a figure of 
about 2.500. 

Mr. Braptey. About 2.500 sales contracts, that is correct. 

Mr. Correr. Is that not only on grain but on all other commodities ? 

Mr. Brapiey. That would be the total on all commodities. 

Mr. Correr. Does that involve export or transfer from one govern- 
ment to another or just commercial sales ? 

Mr. Braptey. That would involve any export sales which we made, 
not a transfer from one government to another. These are the actual 
sales contracts which have been executed in the office on all com- 
modities. 

Mr. Correr. And you would not have the total dollar value that 
was involved in those 2.500 sales, would you? 

Mr. Brapitey. No: I donot, not onallsales. I only have the bushels. 

Mr. Corron. Do you have the dollar value of your whole operation 
expressed in any way? 

Mr. Braptey. We do not: we did not total that. 

Mr. Correr. You do not have it? 

Mr. Braptey. No; it is not on this report. 

Mr. Correr. Expressed in railroad cars of commodities shipped 
yearly—do you have any figure on that? 

Mr. Braptey. The loading orders issued. I will have to do a little 
multiplication here. In 1949, 3.368 loading orders that our office 
issued. Of those loading orders they averaged about 21 cars per load- 
ing order. That would be about sixty-seven or sixty-eight thousand 
cars. 

Mr. Correr. Is that all of your movement of your grain whether 
takeover or sales from one warehouse to another, and so forth ? 

Mr. Braptry. That would include takeover of grain which was 
moved by rail or it would include sales or transfers to other offices. 

Mr. Correr. How many weight inspection certificates and handling 
of bills of lading, loading reports? Do you have that translated down 
into statistics? 

Mr. Braptey. That is only for the period from January 1, 1952, to 
March 31, 1952. Weshow a figure of 6.500. 

Mr. Correr. 6.500 what ? 

Mr. Brapury. Weight and inspection certificates, 

Mr. Correr. For how long a period is that? 
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Mr. Braptey. Three months’ period on which we gave you the : 
port. 

Mr. Correr. Yes. 

Mr. Brap.tey. On every car which is shipped there will be a weight 
and an inspection certificate. You can take that as being the sam 
for the number of cars which were shipped. 

Mr. Correr. Did you submit a schedule to us for the number of wi 
form grain storage agreements, the grain handling agreements? 

Mr. Brapuey. Yes. 

Mr. Correr. I am wondering if it would not be much quicker ani 
better to just insert that schedule in the record rather than to read 
into the record. 

(The schedule referred to is as follows:) 


Exuierr No. 45 


Following is a schedule of approved facilities for storage and handling of gra 
and processed commodities. This list includes the number of elevators an 
warehouses approved and available to CCC: 


1949 1950 | 1951 


' 
Uniform grain storage agreement (country 1, 649 1, 193 . 521 
Grain handling agreement 150 1, 827 873 227 
Terminals oO 4 45 60 
Subterminals 5 5 7 
Dry storage 137 162 
Cold storage 64 re 77 77 
Bean storage 151 185 


Warehouses in which CCC commodities were stored during the years 1948, 1049 
1950, 1951, and 1952: 


Bulk commodities, grain 


Number of terminal and subterminal warehouses used in— 
1948 Seer et aa _ 
1949 
1950 
1951 
1952 — 
Number of country elevators used in 
1948 
1949 
1950 
1951 
as 
1 Ineludes elevators and warehouses that were transferred to other areas as of Mar 
1950 These are not included in the schedule of approved elevators and warehouses 
Includes country elevators storaging CCC grain who were not under the uniform gr 
storage agreement. At time of delivery loan-grain deliveries were made in emerge! 
elevators indicating willingness to sign agreement and then later refused 
Mr. Correr. Your uniform grain-storage agreements increas 
from 350 in 1948 to 1,521 in 1952: is that correct ? 
Mr. Braptey. That is correct. 
Mr. Correr. What is this figure that you have got, grain-handling 
agreements increased from 150 to 1.227% Would you explain those‘ 
Mr. Brapiey. We have two types of agreements, a storage contra 
which was executed by all warehousemen who indicated that 
could make storage space available for our grain and then we ha 
quite a number of small warehouses or others who were not interest 
in storing grain for us. but who would load out and ship for us. A) 
in those cases we executed the handling-only agreement. 
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Mr. Correr. Do you use those extensively in connection with your 
bin-site program ¢ 

Mr. Brapiey. They were used most extensively in connection with 
the take-over program in which we were moving producer grain which 
is delivered against the programs to terminal storage for storage. 

Mr. Correr. In other words, any country elevator that was taking 
in farm-stored grain and moving it to terminal elevators you would 
have a handling agreement with him, running it through his elevator / 

Mr. BRADLEY. It might be either a storage agreement which would 
include handling- 

Mr. Correr. Or a handling agreement? 

Mr. Brapiey. Or a handling agreement only. 

Mr. Correr. Are these handling agreements in addition to your 
uniform grain-storage agreements ¢ 

Mr. Brapiey. They are in addition. 

Mr. Correr. Would you have a storage agreement with the ware- 
house that was different than the uniform grain-storage agreement ? 

Mr. Brapiey. No. 

Mr. Correr. Well then, these handling agreements are handling 
agreements, they are not storage agreements ? 

Mr. Brapiey. They are not storage agreements. They are strictly 
an agreement for the handling of grain to the warehouse for imme- 
diate shipment. 

Mr. Correr. What about these terminals, is that an agreement—you 
have just got terminals down here. 

Mr. BRAD Ze We div ided this report on the basis of country houses 
and terminal and subterminal houses. They all sign the same type of 
storage agreements, exactly the same agreement. 

Mr. Correr. What are the figures that start in 1948 with 60 and end 
in 1952 with 60—what does that figure relate to ? 

Mr. Brapitey. Those are the terminal warehouses. 

Mr. Correr. Are they included in your 1,521 uniform grain-stor 
age contracts ¢ 

Mr. BrapLey. No: they are not. 

Mr. Correr. Why is it a different ty pe of contract ? 

Mr. Brapiey. It is the same contract, but a different type ot storage 
house. The country houses are generally divided on this basis that 
we consider a warehouse to be a terminal storage house if they can 
furnish official weights and erades at that location. lf they cannot 
furnish both official weights and grades then we consider them to be 
a country house. 

Mr. Corr R. Suppose they were down the street from the board of 
trade and had all of those facilities there, would they still be a country 
house ¢ 

Mr. Braptey. In Chicago, taking it as an example, there are no 
country houses because they all can get oflicial weights and grades in 
Chicago. 

Mr. Correr. Then if I am correct and I do not know that this is 
very important if we are going to include this schedule, you have 
neadly 1,600 uniform grain-storage agreements rather than 1,521— 
your 60 is not included ¢ 

Mr. Brapitey. That is correct. It would be the total of the country 
and the terminal and the subterminal houses, in other words, 67 added 


to the 1.521 or 1.588. 
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Mr. Correr. I believe we have covered the number of warehouses: 
have we? 

Mr. Brapiey. Yes. 

Mr. Correr. Mr. Bradley, I would like to take up now some of thx 
cases in which there may have been or have appeared to be adminis 
trative deficiencies and see if we can have your comment on those. | 
come to the Kingston Farmers Exchange, Inc., Kingston, Ohio. Ar 
you familiar with that case? 

Mr. Brapiey. I am familiar with the records as we have them 
the present time. 

Mr. Correr. Did you have a loss in that case? Who would }y 
familiar with that case, if you would not be? 

Mr. Brapuey. I will get my records out, Mr. Cotter. 

Mr. Correr. Pardon ? 

The Cuairmman. He wants to get more records out. 

Mr. Correr. Do you want to discuss this case or do you want one « 
your assistants to do so? 

Mr. Brapuey. I do not know that anyone here other than Mr. Smit 
would be better qualified. Do you have that? 

Mr. Correr. What about Mr. Boberski ? 

Mr. Braptey. Mr. Smith has been following these cases pretty clos 
ly, and any information the balance of us have we will be glad to 
furnish, however. 

Mr. Correr. You entered into a uniform grain-storage agreeme)| 
with Kingston Farmers Exchange, Inc., of Kingston, Ohio; did you / 

Mr. Smirn. We had an agreement with them, sir. 

Mr. Correr. When, what date? 

Mr. Smrrn. According to the record here it was on June 23, 1948. 

Mr. Correr. And did you get a financial statement ¢ 

Mr. Surru. I believe we have on file in our office a financial stat 
ment on that case, 

Mr. Correr. Is that so. Mr. Boberski ? : 

Mr. Bosersxt. Well, I'd have to refer to the record to be sure. 

Mr. Correr. Did not we tell you to bring these records with you ‘ 

Mr. Smrru. We have them here. 

Mr. Bravery. There is a financial statement on file September : 
1951. 

Mr. Correr. That is a little late; is it not? When did you ent 
into your agreement ? 

(There was discussion off the record.) 

The Cuarrman. Mr. Kennelly, give your name in full, please, for thie 
record. 

Mr. Kennetiy. Edward C. Kennelly, assistant counsel. 

I am going to ask the questions on this of you gentlemen inasmuch 
I looked at your records in Chicago and am more intimately fami! 
with them than Mr. Cotter. 

The agreement was entered into on June 23, 1948, Mr. Boberski 

Mr. Smiru. That is the date. 

Mr. Kennewiy. According to my examination of the files in 
Chicago office, apparently, no financial statement was received }) 
the Chicago Commodity Office when that agreement was entered into: 
is that right, Mr. Smith? 

Mr. Siti. The financial statement that T have here carries on | 
top of ita date. It says as of September 30, 1951. 
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Mr. KENNELLY. Well. do you know or does Mr. Boberski know. 
whether or not when the agreement was entered into in 1948 a financial 
statement was obtained from Kingston Farmers Exchange at that 
time ¢ , 

Mr. Smrru. Well, I do not know. 

Mr. Bornersxt. 1 do not believe it was, and there was a letter that 
went out with that transmittal of the signed uniform grain-storage 
agreement which we discussed. And as far as I know there has not 
been a financial statement received. 

Mr. Kenne.iy. Do you have any explanation of why that financial 
statement was not received or followed up on? 

Mr. Boserskt. No, I just believe it was an oversight in not following 
it through. 

Mr. KENNELI Y. Then. according to your records what would be the 
first date that the office official had information as to the financial net 
worth of that warehouse / 

Mr. Bosersxi. Well, the net worth according to this sheet here was 
$400,000, and it is dated the 22d day of June 1948. 

Mr. Kennevity. What document are you reading from, Mr. 
Boberski ¢ 

Mr. Borerskt. I am reading from the application for approval of 
warehouse. 

Mr. Kenne iy. In other words, you have no explanation then as to 
why the financial statement was not received initially ? 

Mr. Boserski. No, sir: I haven’t. 

Mr. Kenne wry. But in connection with the application for approval 
of the warehouse which is submitted by each warehouseman they did 
submit the single figure showing a net worth of $400,000: is that 
right / 

Mr. BopeRskKI. Yes, sir: that is right here. 

Mr. Kennetity Do you have a copy of the second application for 
approval of warehouse which was submitted by the warehouse on, | 
believe, July 1, 1950¢ 

Mr. Boserskt. July 1, 1950; yes. 

Mr. Kennetity. Do you see on that application any reference to 
the financial net worth of the warehouse ? 

Mr. Borerskt. It states here, warehouseman’s net worth as of 
present. S1OO.000., 

Mr. Kennevriy. Do you have any explanation in your records as to 
the drop in alleged net worth between the original figure of $400,000 

d this figure of July 1. 1950. of S$100.000 ? 

Mr. Borerskt. I do not»believe so. 

Now. I do not think there is anything in here. 

Mr. Kenneuxy. In other words, in this case there was no detailed 
financial statement received. The original application form showed a 
net worth of $400,000, the revised application form when the ware- 
ouse Was incorporated shows a net worth of $100,000: is that correct ? 

Mr. Boserskt. That is right. 

Mr. Kennetiy. Would vou explain to the committee, therefore. 
what seriousness is given to this submission of a detailed financial 
statement by a warehouseman when your office is considering an ap 
plication for storage ¢ 

Mr. Boserskt. Well, would you state that question again ? 
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Mr. Kennetiy. Yes; when the Chicago commodity office is co 
sidering a particular warehouse looking to entering into a storag 
agreement with that warehouse what is your policy with regard 
what the warehouseman’s financial worth must be and what proof | 
must submit to substantiate that alleged net worth ? 

Mr. Borerskxt. Well, we try—we follow the procedures in effect 
that time. Let me see if I have some notes here. 

Prior to May 1949, all warehousemen on uniform grain-storag 
agreements submitted a financial statement with their applicatio 
And if we found that their financial statement was adequate and they 
had a bond with either the State or the Federal Government, why, no 
additional bond was required, no further bond in favor of the Co 
poration was required in that application, in addition to the financial! 
information describing their facilities, et cetera, but if they had a 
satisfactory financial statement and if they were licensed either under 
Federal or the various States, and then if their bond and that financial] 
statement were adequate, we did not ask for any more bond in favor 
of the Corporat ion. 

Mr. Kennetiy. What would be considered an adequate financial 
net-worth position ? 

Mr. Bornerskt. About 5 cents a bushel. 

Mr. Kennetiy. Would you explain that a little more? 

Mr. Borerskxt. Yes; we had a mimeographed bulletin go out with 
the requirements. I have a copy here. I would just like to read one 
paragraph. May I? 

Mr. Kennetry. Yes. 

Mr. Borerski (reading) : 

The amount of bond required shall be fixed at the rate of 5 cents per bush: 
for the maximum number of bushels that the warehouseman will accommodat 
when stored in the manner customary to the warehouse for which the bon 
required as stated by the warehouseman in his application for approval, | 
less than $2,000 for houses that will accommodate not to exceed 5,000 bushy 
not less than $3,000 for warehouses that will accommodate more that 
bushels. 

And it graduates to a maximum of $50,000. 

Mr. Kenneviy. Would not those regulations be pertinent regard 
less of the net worth of the warehouseman / 

Mr. Bornerskt. If the net worth was in excess of 5 cents a bushel 
why we were not asking for that bond. There has been a period 
there has been a change in that at different times. We have a long 
form application, and then we had a short-form application wher 
we did not need a bond. 

Mr. Kennewry. In other words, if he had a net worth equal t 
cents per bushel capacity of the warehouse, then the bond was 1 
necessary: is that right / ? 

Mr. Boperskt. That was right. 

Mr. Braptey. May I interject a statement here? 

Mr. Kennetry. Yes. 

Mr. Brapuey. The financial statement is used primarily to verif\ 
the net worth of this particular warehouseman who is applying fi 
a contract. Now if his financial responsibility is considered to | 
not too great, we may increase the amount of the compulsory bo! 
to cover the deficiencies in his financial statement. So this minin 


} 
| 
t 


amount of bond that Mr. Boberski has talked about, we may ask 
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an increase in that, if his financial statement is not considered satis- 
factory. 

The CHarrman. Well, now, take the instant case, in the first appli- 
cation he made to you in 1948 he said he was worth $400,000, and when 
he came back to you 2 years later, his net worth was $100,000. Did 
that not excite your imagination a little bit? 

Mr. Braptey. Why, 1 do not work directly with these papers. 

The Cuatmman. Who did¢ 

Mr. Brapiey. I think that you will find that there was a case there 
of a change from a partnership to a corporation. We have no way 
of knowing 

The Cuarrman. Was it not an application by the same people? 

Mr. Brapiey. By the Kingston Farmers Exchange; yes. 

The Cuatrman. But were they not the same persons who belonged 
to the corporation / 

Mr. Braptey. It was not the same legal entity. 

The Cuarrman. Did that happen when there was wheat on storage ? 

Mr. Braptey. The change must have taken place during the period 
in which they had a warehouse agreement with us. 

The Cuatrman. Was that done without your consent ? 

Mr. Braptey. I believe not. They usually notify us of any changes. 

The Cuatrman. Did you look into it to be certain that those who 
succeeded the former ones were responsible / 

Mr. Braptey. With a net worth of $100,000 we would consider that 
to be responsible; yes. 

The Cuatrman. How much grain did they have on storage there 
at that time; would you know? 

Mr. Boserskt. No; I do not have that. Ido not have the amount of 
orain stored. 

The CHatrrman. How much does the ease involve in bushels; do 
you know ? 

Mr. Brapiey. 49,995.57 bushels. 

The CHarrman. What would that represent—what losses would the 
Government sustain on this, on this venture, do you know, if any? 

Mr. Braptey. I do not think we can definitely say what the 
loss will be on that, Senator, until we have finally made collection 
of everything that can be collected. I do not know what that is. 

The Cuatrman. You have recovered $6,000 on the bond, I notice 
here ¢ 

Mr. Brapiey. That is correct. 

The Cuarrman. If you say that the $100,000 net worth was con- 
sidered sufficient by you, it does not seem to mean that the Govern- 
ment is going to be able to recover all of its venture there, does it ? 

Mr. Braptey. At the present time the case has not been settled 
completely. I do not believe we have any reason to say one way or the 
other whether there will be a loss at the present time. 

The Cuarrman. How much is involved in dollars? 

Mr. Braptey. About $111,000. 

The CHarrMan. $111,000 

Mr. Brapiey. Yes. 

The Cuarrman. Have you been able to find out what the partner- 
ship or the corporation, whichever you dealt with, has in the way of 
assets in order to cover that $111,000? 

Mr. Braptey. Do you have that material? 
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Mr. Smrru. I would say that from the information as I recall j: 
that was furnished to the attorneys and I believe also to a represent 
tive of C. & I., that the corporation felt that by liquidating its asset: 
there would be sufficient to cover, I believe it is $111,000. The ques 
tion that came up, of course, in this case which these gentlemen 
Mr. Kennelly realizes—was the matter of whether they would !y 
required to sell their business and liquidate their assets, or whether 
a payment could be made over a period of time. That, of course, was 
turned down. 

Mr. Kennewy. Well, you have a later financial statement, do yo 
not, that referred to initially dated September 30, 1951? 

Mr. Smirn. That is the one I just mentioned, Mr. Kennelly. 

Mr. Kenne ty. ‘Yes. 

Mr. Smiru. That is in that other file. 

It is fastened to the uniform agreement. 

Mr. Kenne ty. I have the information here, without your looking 
for it. The examination of the files by me while in Chicago indi 
cated that the financial statement dated September 30, 1951, showed 
the corporation had assets of $228,547.26, and liabilities of $191. 
145.97, or a net worth of $37,401.29, which is a third lower figure, tlh. 
lowest figure in the file. 

Mr. Smirn. Do you have figures there, Mr. Kennelly, of the valu 
of the assets themselves ? 

Mr. Kennewiy. Not other than that figure of gross assets of $22s. 
547.26. 

Mr. Sairru. I was referring to—as I recall it—to the value of t 
buildings and the equipment, and so forth. 

Mr. Kenneury. No. 

Now, Mr. Boberski, when this contract was entered into on Jun¢ 
23, 1948, it was with Everett F. Reynolds and J. 1. Gates, a partn: 
ship, trading as Kingston Farmers’ Exchange; is that right? 

Mr. Borerskt. J. I. Gates—I believe that is an “I”—and E. F 
Reynolds, operating as Kingston Farmers’ Exchange. 

Mr. Kennetiy. This group was incorporated on July 30, 1948, as 
Kingston Farmers’ Exchange, Inc.; is that correct ¢ 

Mr. Bonerskr. Will you repeat that, please? It was incorporated 

Mr. Kennetiy. This group was incorporated on July 30, 1948. or 
in the next month, as Kingston Farmers’ Exchange, Inc.; is tha! 
correct ¢ ) 

Mr. Borerskt. I will have to look through here and see. 

Mr. Kennetry. That is correct from my examination, Mr. Bobe: 

Mr. Bonersxt. All right. 

Mr. Kennewriy. The new contract, storage contract, was entered 
into between the Chicago commodity office and the corporation « 
July 1, 1950; in other words, from the period of June 23, 1948, u 
July 1, 1950, the Chicago commodity office was dealing under th: 
authority of a contract which ran from the office to the individu 
Reynolds and Gates, whereas that group had incorporated and 
activities were actually carried on with the corporation; is t 
correct / 

Mr. Boserskr. I believe that is right; yes, sir. 

Mr. Kennetry. In other words, the liability of the corporatior 
been for all practical purposes substituted for that of the individuals 
Do you have any explanation of why a new contract with the corpo! 


} 
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tion was delayed almost 2 years before it was signed between the office 


ind the corporation ¢ 

Mr. Boserskt. Well, the contract that was signed in 1948 was the 
uniform grain storage agreement in effect at that period, and then 
it was revised, effective July 1, 1950, but in submitting these ware- 
house receipts to all of the warehousemen storing Commodity Credit 
Corporation grain and those who wanted to enter into the agree- 
ment copies were sent to them, and when they sent in their appli- 
cation, that is, I suppose, how we discovered that they were changed 
from a partnership to a corporation. In scanning through here 1 do 
not see where we had any other advice that they were changed from 
the status of a partnership to a corporation. 

Mr. Kennetiy. Well, in storage contracts of this nature how much 
liaison is maintained between the individual warehouse and the Chi- 

igo Commodity office ? 

Mr. Boserskt. Well, they are supposed to advise us of any changes 
n their status, that is, like in this case from a partnership to a 

corporation. 

Mr. Kennetiy. Do you have any inspectors who visit these ware- 
houses and check the quantity or quality of the grain stored there? 

Mr. Boserskxi. We are talking about grain now? No. Our office 
has not been equipped. We haven't personnel inspectors to visit 
warehousemen storing grain for either inspection of their book records 
or the physical inventory. We never had that. 

Mr. Kennetiy. Do you not have inspectors inspecting offices be 
cause you have never had authority to hire inspectors or because of 
the rush of business you were not able to assign personnel for that 
purpose ¢ 

Mr. Bowersxr. I do not know whether we have ever had the au- 
thority. I do not think it was the policy to have inspectors, and 
whether we were supplied with funds for that purpose or not. That 
s probably what somebody else can answer a little better, but to my 
knowledge and to my experience with the office we never had inspectors 
going around to check the physical inventory. 

Mr. Kennetziy. Do you want to clarify that for the record, Mr. 
Bradley ? 

Mr. Braptry. Mr. Kennelly, it has never, insofar as grain is con- 
erned, been the policy to employ inspectors to inspect either ware- 
ouses or their contents. It has always been believed that the con 
tract itself was so definite as to the responsibility of the warehouseman 
ind the responsibility of the Commodity Credit Corporation in their 
ontractual obligations, that we would lose rather than gain in some 
things by having inspectors going out in this respect. And it has 
been the tendency. if we sent inspectors out to the warehousemen, and 
we have always felt this, for the warehousemen to say, “Well, so- 
ind-so will be around here some of these days, there will be no use 
of our looking at the grain.” We wanted them to take the full re- 
sponsibility for the condition and the amount of grain which they 
had in there. For that reason it had not been the policy of the office 
to employ people especially for warehouse inspection. 

The Cuarrman. Is that your present policy ? 

Mr. Braptey. We have had no change up to date. There has been 
in announcement that there will probably be a change in that. 
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Mr. Correr. How do you feel about it ¢ 

Mr. Bravery. Personally, I think there are some things that yo 
can gain by having inspections and some things that can be lost, als 
At the present time, I feel that we need to have an inspection pr 
marily at the time that the warehouse agreement is signed or j 
advance of the signing of the agreement to assure ourselves of its fina 
cial responsibility and that it has the equipment necessary to hand 
and keep the grain in condition more than I do that we need insp« 
tions under as tight a contract as we have following that approval! 

Mr. Correr. Of course, the fact that you go and make the positio, 
audit on the warehouse does not shift the responsibility under the 
contract, does it ¢ 

Mr. Brapiey. It does not. 

Mr. Kennewry. I might for the record state that in June and July 
of 1949 the warehouse received from producers 98,001.38 bushels of 
loan wheat. 

Che Cuarmman. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

| Whereupon, at 1 p. m., the committee recessed to reconvene at 10 
a. imn., on Tuesday, April 29, 1952. ) 





INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


TUESDAY, APRIL 29, 1952 


UnNIrTep STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10: 10 a. m., in Room 524, 
Senate Office Building, Senator Allen J. Ellender( chairman) pre- 
siding. 

Present: Senators Ellender (chairman). Aiken. Thye, and Hick 
enlooper. 

Also present: Paul J. Cotter, chief counsel for investigations, and 
Edward C. Kennelly, assistant counsel for investigations. 

The CuarrmMan. The committee will please be in order. 

When we recessed yesterday we were considering the Kingston 
Farmers Exchange, Inc. Mr. Cotter, | understand that you did not 
complete that case. 

Mr. Correr. That is correct. 

The Cuarrman. You may proceed. 

Mr. Correr. In view of the fact that we would like to get a com 
prehensive picture of the Chicago office in the record, which we were 
ot able to do yesterday, Mr. Bradley has a statement that he would 
like to read. He could just read that into the record be fore we start. 

The CHarMaAn. This will appear in the proper place in the record 
vhen it is prepared. 

You may proceed, 


TESTIMONY OF G. D. BRADLEY, DIRECTOR, ACCOMPANIED BY 
MARVIN C. SMITH, ASSISTANT DIRECTOR; M. J. DALY, CHIEF, 
COMMODITY DIVISION, J. M. BOBERSKI, CHIEF, TRANSPORTA- 
TION AND WAREHOUSING DIVISION; AND R. W. HOSTROP, CHIEF, 
FISCAL DIVISION, PMA COMMODITY OFFICE, CHICAGO, ILL.— 
Resumed 


Mr. Braptey. The Chicago office is the largest of the PMA com 
modity offices. Employment has varied from 207 in July of 1947 toa 
weak of 660 in February 1951. The present employ ment is 387. Dur- 

g the period February 1951 to March 31, 1952, we have experienced 
three official reductions in force. These reductions were occasioned 

(1) decreased workload, (2) increased efficiency, and (3) decrease 
iiministrative funds. We have had a tremendous task of training 
mployees in the new jobs to wean they were assigned because of 
ese reductions and in the training of people recruited to replace 
ose who resigned. 
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The office is divided into four divisions as follows: 

|. The fiscal division which consists of a program-accounting section, 
a loan section, a payment section, and an inventory-control sectio: 
This division is headed by R. W. Hostrop. The employment in thi: 
division is 230 persons. 

2. The transportation and warehousing division is made up of a 
traffic section, a storage and maintenance section, and a shipping 
operations section. This division is headed by J. M. Boberski. Pres 
ent employment is 96. 

3. The commodity division consists of an allocation section and 
a merchandising section. All sales and purchases handled by th: 
office originate in this division which is headed by M. J. Daly. Present 
employment is 15. 

t. The administrative division consists of a mail-control section, 
an office-management section, and a general-services section. This 
division among other duties handles the administrative accounting 
for all PMA employees in Chicago and for various other PMA branc! 
employees in 17 States. The division is headed by M. H. Kennedy. 
In addition to the director, we have two assistant directors, M. ( 
Smith, assistant director for programs, and M. R. Livingston, assist 
ant director of management. 

Practically all price-support programs available to farmers ar 
handled by the office except those on cotton, rice, and tobacco. The 
office also is responsible for the keeping of inventory records on all 
commodities owned by the CCC in the area comprised by the States 
of Lowa, Illinois, Michigan, Indiana, Kentucky, and Ohio. The work 
relative to inventory occupies the majority of the time of most of om 
employees. Only 38 persons are currently employed on loan wor! 

The volume of work handled by the office has varied widely by) 
vears dependent on the type of work and market prices. The folloy 
ing will give some idea of the over-all volume. 

The office has handled the approval of 3.239 public warehouses for 
storage of CCC-owned commodities. 

We have acquired 740,049,000 bushels of grain with a book valu 
of $1,499,994,000. This total was the result of loan forfeitures by 
producers; purchases for supply programs; and transfers from oth 
offices. We have acquired 12,625,000 hundredweight of processe: 
commodities valued at $211,304,000. 

The office has disposed of 529,735,000 bushels of grain valued at 
$1,.217,699,000 for various purposes such as domestic sales or foreig 
supply. We have disposed of 12,828 hundredweight of processed 
commodities to outlets such as domestic sales, school-lunch program: 
and foreign supply. The value of processed commodities disposed o! 
was S192.038.000., 

Inventory of bulk commodities has varied from 1948 to date fro 
28,474,000 in 1948 to a peak of 258,455,000 bushels as of December °)! 
1951. The accounting inventory as of March 31, 1952, was 239,932.0 
bushels. 

We have recorded 509,000 loans valued at price-support levels 
757,947,000. Of that amount we purchased from lending agen 
570,900 loans valued at $562.173,000; 159,500 loans valued at $310,776. 
000 were repaid by producers; 83,900 loans were resealed by farmers 
with a value of $143,823,000. A total of 269,000 loans, 270.,001.0 
bushels, with a value of $416,613,000 were forfeited by producers. 
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The total dollar value of our dispositions, for export during 1948 
to date was $768,968,000. Section 32 activities totaled $84,965,000. 
All payments made during this period totaled $1,889,486,000. Collec- 
tions for the period, $603,012,000. The difference between these 
amounts is accounted for by the fact that export accounts and trans- 
fers to other offices are handled by the Fiscal Branch in Washington. 

Sales contracts executed by the office have averaged about 2,500 per 
years for the past 4 years. Since January 1, 1952, the movement of 
grain has been heavier and 1952 will show a material increase in the 
number of sales contracts. 

A total of 15,736 loading orders have been issued covering approxi- 
mately 190,788 cars from 1949 to March 31, 1952. 

In handling loan and inventory transactions for the period we have 
punched 20 018,300 IBM cards. 

The number of employees payrolled through the Chicago office has 
ranged from 953 in 1949 to 1,114 in 1952. 

The Chicago office handled the settlement work on all bins and 
storage structures purchased by CCC in 1949-50. 

In addition we have handled numerous special jobs in the office 
which, although not of great importance, have still required the time 
of our personnel. There has been the expected volume of correspon- 
dence and reports which result from the amount of business transacted. 

That ends the statement which I have here. 

I would like to add just this one comment, Mr. Cotter. Considering 
the volume of work which we had in the office I think it would be 
rather remarkable if there was not an occasion somewhere, where 
somebody slipped a little on something. 

The CuarMan. Would you expect that in private business? 

Mr. Brapuey. Yes. 

The CuarrMan. All of these cases, such as the Kingston Farmers 
Exchange, these people are private warehousemen / 

Mr. Brapiey. That is right. 

The CuatrMan. Was there any sign of any collusion between any 
of the officials or employees of the Commodity Credit Corporation 
or the PMA in which some of these losses were sustained through 
these warehouses and wherein there was a little working together or 
assistance by the Commodity Credit Corporation officials, or, in fact, 
anybody connected with the Government agencies ? 

Mr. Braptey. I know of no indication anywhere where there has 
been collusion between any Government employee and these ware- 
housemen. 

The CuatrmMan. As a matter of fact I presume that the Commodity 
Credit Corporation and the PMA depended on the worthiness of the 
private warehouseman to the same extent as the trade does. 

Mr. Braptey. That is right. 

The, Cuateman. To what extent did you depend upon the laws of 
the States with respect to the program, that is, with respect to abiding 
by the laws? As I understand it, under some State laws there are 
certain inspections that are required. I am not familiar with all of 
the laws within your jurisdiction, but, as I understand it, certain 
States provide routine !nspections of the grain that is taken over by 
warehousemen for safekeeping. I presume that the Commodity 
Credit Corporation, like any other private individual that stored 
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grain with these warehousemen, depended a good deal upon the op 
eration of the State laws. Am I correct in that? 

Mr. Brapuey. In our area we only have one State which has a law 
and the funds to implement it which has regular inspections of 
warehouses. 

The CuatrMan. What State is that / 

Mr. Brapiey. That is in the State of Iowa. 

The Cuairnman. The State of lowa? 

Mr. Brapiey. Yes. Their inspections have been very helpful to us. 

The Cuamman. With that inspection and your dependency upon 
it for the operation of this business, did you find any warehousemen 
going wrong there—have you any cases ¢ 

Mr. Braviey. We have cases in Iowa; yes. That just brings up 
the point that inspection is not a guaranty against conversion. 

The CuarrMan. I understand. That is what I wanted to bring 
out and to put into the record, as much as we can. 

Senator ArkeN. To what extent do you rely upon the United States 
warehouse inspections ¢ 

Mr. Brapiey. We have relied on them in the case of the houses 
that are approved under our contract, and that are, also, approved 
by the United States warehouse under the United States Warehouse 
Act. But there are not too many of those in the country, that is, those 
houses. 

Senator ArkeN. You do not depend upon the United States ware- 
house receipts then ¢ 

Mr. Braptey. No. 

Senator ArkeN. To indicate whether the supply of grain is what it 
should be in the warehouse or not ¢ 

Mr. Brap.iey. It has only been in recent months that we hav 
received information from the inspectors under the Warehouse Act. 

Senator Arken. You say you have no indication of collusion be 
tween any employee of your office and those who are charged wit! 
violations? 

Have you had any dismissals other than those which would normally 
have come with the reduction of force ? 

Mr. Brapuey. No. 

Senator Arxen. That is, from your staff? 

Mr. Brapiey. No. 

Senator Arken. None whatever? 

Mr. Braptey. No. 

The Cuamman. Yesterday during the course of the debate on the 
Senate floor a mention was made of the fact by a very distinguished 
Senator, and I am not going to mention his name, that you were able 
to cut your force almost in half and do the work just as well. Is that 
correct ¢ 

Mr. Brapiey. We have been able to cut our force almost in half and 
do a reduced job, but as I pointed out yesterday, there has been some 
tendency in certain areas for a backlog to build up, but the job has 
not been done too patly even with that. 

The Cuarrman. Let me ask you this: Why were steps of that kind 
not taken by you earlier? Why did you wait* until Congress cut yo 
back and did things to force you to do things like that? 

Mr. Brapiey. Mr. Chairman, we have had peak loads from time to 
time. 
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Now this period in which we had 660 employees was a peak load. 

The Cuairman. What do you mean by “peak load”—when does 
that come about / 

Mr. Brapiey. That comes about always when we have a heavy 
take-over program from the farmer. 

The Cuamman. How long does that peak load usually continue? 

Mr. Brapiey. It may continue for as much as a year or even longer. 

The Cuamman. In what years were your peak loads, do you remem- 
ber ¢ 

Mr. Brap.tey. The peak loands were in early 1951. 

The Cuamman. What caused that peak load? 

As I understand it, you had tremendous crops in 1948 and 1949 that 
gave you considerable difficulty in handling this grain. The actual 
moving of it, however, from the private owners to the Government 
and then from the Government on out, are we to understand, did not 
take place until 1951? 

Mr. Brapiey. The actual work of keeping the inventory record on 
this and getting our records reconciled was carried on from early 1950 
through, I would say, to April. It took us about that long to get 
all of the inventory records reconciled and to be sure that we had just 
exactly what our records showed. 

Senator Arken. April of 1951, you mean? 

Mr. Brapiey. 1951. ; 

The Cuainman. Was it during that period that you had your peak 
load ¢ 

Mr. Brapiey. That is right. 

The Cuamman. How did you decrease it? You said yesterday that 
Congress proceeded to cut your appropriation. 

Would you say that was one of the major reasons why you cut back ? 

Mr. Braptey. No. 

The Cuamman. What was your major reason? 

Mr. Braptey. The major reasOn was a decrease in workload and 
changes in some procedures in our own offices which produced increased 
efficiency. 

The Cuatrman. What caused you to take those procedures? 

Mr. Brapiey. That we do all of the time in our office. We are 
reviewing the operations constantly to try to short-cut and save time 
on work. 

The Cuatrman. Would you be able to tell us percentagewise to what 
extent your cut-back resulted from less money being appropriated by 
the Congress ¢ 

Mr. Braptey. I cannot answer that. 

The CHarrMan. You cannot? 

Senator Arxen. Mr. Chairman, you were on the Appropriations 
Committee. 

The Cuatmman. Yes, sir. 

Senator Arken. Do you recall any cut-back in agricultural appro- 
priations, that is, administrative appropriations below the amount 
which was indicated to be necessary to do the job? I do not, offhand. 
Of course, I am not on the committee, but I know that. 

The Cuatrman. In some minor instances I would say, but very 
minor. 

Senator Arken. I would say that any cut-backs in the Chicago office 
were likely cut back from the Department headquarters here in Wash 
ington, brought about by lessened need, perhaps. 
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The Crarmman. As I remember, now that you bring up the subject, 
I believe there was some cut in PMA and the SCS as well as, of course. 
conservation payments. That was reduced some, but not very much. 

Senator Arken. Not to amount to anything. ‘ 

The Cuarrman. Not very much. 

Mr. Braptey. The primary place where the cut came was in the 
reserve of $214 million which was for unusual increases in loan 
programs. 

The Cuarman. You would say then to the committee that the 
main reduction that took place from your peak was because you had 
completed, more or less, this workload ? 

Mr. Braptey. That is right. 

The Cuarrman. You saw fit then, of course, to reduce your force? 

Mr. Braptey. That is right. 

The Cuamman. Would you say that was your main reason ? 

Mr. Brapiey. Yes. 

The Cuamman. All right. 

Mr. Correr. Mr. Kennelly has a few more questions, I think, on 
the Kingston case. 

Mr. Kennewtiy. Yesterday we covered most of the circumstances 
that led up to the signing of the original contract on June 23, 1948, 
and the amended contract of July 1, 1950. 

I would like now to proceed briefly and chronologically. I think 
that Mr. Smith can lead off. 

How much loan wheat was actually stored at this warehouse, Mr. 
Smith? 

Mr. Suirn. Well, the figures we have here are 98,011 bushels of 
loan wheat which was stored in the months of June and July 1949. 

Mr. Kennetiy. And when was the ownership of this loan wheat 
taken over by the Commodity Credit Corporation ? 

Mr. Smiru. We acquired ownership of about 6,200 bushels of this 
wheat in April—April 17, 1950—and the balance of about 91,700 
bushels on May 1, 1950. 

Mr. Kennetty. When did the Chicago commodity office first have 
any knowledge that this wheat was deteriorating ? 

Mr. Smirn. You may have dates there, Mr. Kennelly. 

Mr. Kennevxy. I understand for the record that examination was 
made by the grain branch on January 4, 1950, of the Chicago com- 
modity office, that the Chicago commodity office was notified on Jan- 
uary 6, 1950, that the grain was deteriorating. 

Now, following that I understand that arrangements were made by 
the Chicago commodity office to permit the warehouse to buy some 
of this wheat that was deteriorating under what appears to be a 
informal procedure. 

Can you explain that procedure, Mr. Daly? You are in charge of 
commodity sales. 

Mr. Dary. Yes. The warehousemen contacted our office and wanted 
to buy some of this deteriorated wheat for the reason that he would 
be able to mix it off and come out with a higher-type commodity than 
shipping the commodity as it was, meaning mixing his own com 
modity with it. 

So we, under the formula, were able to sell him the wheat at the 
warehouse receipt grades and price, not at the deteriorated grade 
or price. 
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On April 20 he purchased about 12,000 bushels of this wheat at 
the warehouse receipt grades of No. 2. 

Mr. Correr. What year—April 20 of what vear ? 

Mr. Suirn. 1950, 

Mr. Dary. 1950. 

The CuarrmMan. That was soon after you took it over, was it not ! 

Mr. Dany. Yes. 

The Cuatrman. What caused the deterioration ? 

Mr. Dary. Well, it became damaged. It was known as sick wheat, 
going out of condition—damaged. The damage had caused the 
deterioration to the wheat. 

The Cuarrman. Did you know of that condition when you took 
the wheat over from the farmer or from the producer? 

Mr. Dany. That condition did not exist at the time the producer 
delivered it to the warehouse. 

The Cuairman. How soon after you acquired it, did it exist? 

Mr. Daxy. It was not known until this inspection in January of 
1950. 

The CuarrmMan. When did you take over? As TI remember you took 
it over in 1950. 

Mr. Dary. That is right. 

Mr. Suiru. Yes. 

Mr. Day. In January the deterioration was then known. 

The Cuatrman. Did you make any deductions against the farmer 
because of that condition of the wheat ? 

Mr. Dary. No, sir. 

The Cuarrman. Why not? 

Mr. Smiru. Could I answer that question 4 

The Cnamman. Is he not supposed to deliver to you at the termi- 
nation of his contract, or when the loan is matured, a grade of wheat 
that meets with the grade when the wheat first went into the loan ? 

Mr. Smrru. Could I make this point on this? 

The CHarrmMan. I wish you would, because I think that is important. 

Senator A1keEN. May we get this straight for the record as to the 
identity of the Kingston Farmers Exchange? Anyone reading the 
testimony here might think that was a group of farmers. 

What are the facts of the case? 

The Cuairman. That is in the record. 

Senator AIKEN. Already in the record’ You put that in late yes- 
te ray ¢ 

The Cuairman. That is m the record. 

Senator A1rken. It is not a farm cooperative or a group of farmers 
at all, 

The Cuatrman. It was first a partnership and then converted into 
a corporation. That is in the record. 

Senator Aiken. The name is misleading. I wanted the record to 
clearly show that this is not a farm cooperative. 

The Cuarrman. Both as partners and a corporation this facility was 
used as a private warehouse, as I understand it. It was privately 
owned and not owned by farmers. 

Mr. Braptey. That is right. 

Mr. Dary. That is right. 

Mr. Smiru. That is right. 
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The Cuarmman. They were in the business of warehousing grain 

Mr. Daty. Yes. 

Senator Arken. That is what I wanted the record to be clear on. 
Thank you. 

The Cuarrman. As I understood you, you stated that the wheat was 
taken over because of the maturity of the loan. It seems that soon 
thereafter the wheat went bad and then you sold it. Is that correct? 

Mr. Srru. I would like to make this point, if I may. 

The Crarrman. All right. 

Mr. Smrru. During the time that the wheat involved in this case was 
in loan status and prior to the time of take-over an inspection was 
made of certain wheat in this warehouse and was found to be going 
out of condition or in danger of going out of condition. Because 
of that fact the State and county committees called the loans from the 
farmers, in other words, they were given notice. 

The Cuarrman. Before maturity ? 

Mr. Smiru. Before maturity on, at least, part of the wheat. 

The CHarrman. I presume that is pursuant to a provision in your 
loan ? 

Mr. Smirn. That is right where it is in danger of going out of con- 
dition, the loans are called. 

The CuatrMaNn. I understand. All right. 

Mr. Surru. Now on that basis the loans were called. Some of 
the wheat having actually been taken over by us on April 17, 1950. 
At that point we acquired part of it. However, the taking over of 
the wheat being as close as it was to May 1, 1950, by the time that all 
of the procedure and actions involved in actually getting the notes 
and other documents in from the banks, getting them purchased and 
so on, and getting the loading orders out, and one thing and another, 
it was May 1, 1950, before the balance of the wheat was taken over. 

As far as the farmers were concerned when they have warehoused, 
stored wheat, they turn over to Commodity the warehouse receipts, 
and that satisfies their obligations on their loan. 

The warehouseman, due to the fact that he has issued the receipt, 
is responsible for the grades shown on the receipt to Commodity. 

Does that answer your question ? 

The CuarrMan. I see; I understand. 

Now when you take that wheat over, however, do you hold the 
warehouseman responsible for the same grade of wheat when you take 
it over as the wheat graded when he first took it into his possession ? 

Mr. Smiru. That is correct. We get the receipt from the farmer, 
that the farmer held, which may be, for example, No. 2 wheat, and 
that is what the warehouseman is responsible for. 

The Cuarrman. Evidently, in this case when the wheat was taken 
over it was taken over on a certain grade? 

Mr. Suiru. That is right. 

The Cuarrman. And when it was acquired the grade was mucl 
lower? 

Mr. Smtrn. On May 1, 1950, the grade, undoubtedly, was lower 
than the receipts. 

The Cnatrman. Then under your contract with the warehouseman 
you could have held him responsible? 

Mr. Smrrn. We did. In other words, we are holding 
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The Cuarrman. That is the reason you sold it to him on the same 
basis of grade as he took it in? 

Mr. Smiru. I would say, yes, that is part of the arrangement. 

Senator Arxen. He paid the full price? 

Mr. Smirn. He paid the full warehouse receipt rate price. 

The Cuarrman. The statement of Mr. Daly was a little misleading. 
The reason the warehouse took it over as damaged wheat, although 
the price paid for it was higher than what the wheat graded, was be- 
cause of his responsibilty? 

Mr. Daty. Yes, sir. 

The Cuarrman. Very well. 

Senator Arken. Was the wheat there when you sold it to him or had 
he disposed of it before? 

Mr. Smirn. I would say from any of the information that we have, 
the wheat was there. From the C. & I. report it appears that in the 
months of April, May, and June that he did dispose of some of the 
wheat, in other words, the investigation discloses that. 

Senator Arken. After he bought it from you? 

Mr. Sir. No. 

Senator Arken. Before he bought it? 

Mr. Smrru. Before he had bought it from us. You understand, he 
did not buy this wheat at all at one time, various sales. 

Senator Arken. What price do you say you got for the wheat? 

Mr. Smiru. I will turn that question over to Mr. Daly? 

Senator Arken. You got the loan price? 

Mr. Day. No, at the published formula price. 

Senator Aiken. You got the formula price? 

Mr. Dary. The formula price for the month in which it was sold. 
Portions of it were sold in April, May, and June of the year 1950. 

Senator Arxen. The formula price for the grade that you had re- 
ceipts for? 

Mr. Daty. Yes. 

Senator Arken. Very well. 

Mr. Kennevry. For the record, the C. & I. report indicated that the 
conversion shortages apparently occurred in February, April, May, 
and June of 1950. 

A large part coincides with the period during which the ware- 
house was permitted to buy the grain. 

That leads to the question, Mr. Daly, is this a customary practice 
in the event of a loan deterioration to permit the warehouse to buy? 

Mr. Day. Yes. 

Mr. Kennewtry. In such cases does the Chicago commodity office 
ever make an inspection of the warehouse to see whether or not, as 
Senator Aiken indicated, the grain is actually there or whether or not 
this is just an attempt to cover up the shortage or conversion ¢ 

Mr. Day. Well, under the uniform grain storage agreement, if the 
warehouseman reports that the grain is going out of condition or in 
danger of going out of condition he is required to have that grain 
inspected by a federally licensed inspector, and from the basis of the 
inspection and the warehouseman having a greater knowledge of the 
condition of the grain—whether the grain should be moved out—and 
if he wishes to buy the grain, and he can pay the market or the for- 
mula price, the higher of the two, we have sold him the grain. 
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Mr. Kennewry. This inspection that is made, is that as to quantity 
as well as a quality inspection ? 

Mr. Day. No, sir. 

Mr. Kennetiy. I am talking about quantity. Does the Chicago 
commodity office ever check to see that the quantity that should be 
in store is actually there? 

Mr. Dary. No, sir. 

Senator Arxen. Did not this Kingston Co. sell that wheat for a 
higher price than you charged them for it after it had been sold? 

Mr. Dary. No, sir. It is my understanding that it was sold from 
35 to 45 cents a bushel less than the price paid. 

Senator A1rken. What object would he have in doing that, in buying 
it back from you at a higher price? 

The CHatrman. He was responsible, as I pointed out, for this 
damage. And the same thing, as I understand it, was true in all cases. 

Mr. Day. That is right. 

The CHairmMan. Where grain deteriorates while in the warehouse 
the warehouseman is responsible for the same grade and quality as 
when he takes it over. 

Mr. Dary. As the grade shown on the warehouse receipt. 

The CHatrman. By purchasing it, it may be that he thought he 
would minimize his damage by the fact that he himself would sell it 
and maybe get a better price than if you handled it. 

Mr. Day. Right. 

Senator A1ken. He is not responsible for grain going out of con- 
dition because of age, is he? 

Mr. Day. He is responsible for the grade shown on the warehouse 
receipt. 

Senator Arken. If you store 1948 wheat with someone and they 
hold that for 4 years and it becomes less desirable to the mills, there 
fore goes out of condition as to price, is the warehouseman responsible 
because you keep it so long that it goes out of condition ¢ 

Mr. Dary. Yes, sir. He is responsible for the grade shown on the 
warehouse receipt. 

Senator A1ken. But aren't your contracts from year to year? 

Mr. Smirn. Continuing. 

Mr. Day. They are continuing. 

Senator Arken. You have a sort of interminable contract? 

Mr. Brapiey. It is a continuing contract. 

Mr. Dary. A continuing contract. 

The Cuairman. All right, proceed, sir. 

Mr. Kenneuiy. As I understand it, then, as of June 26, 1950, King 
ston had purchased 44,319.65 bushels of wheat, is that correct, Mr 
Daly ¢ 

Mr. Dary. My records indicate 48,015.81 bushels. 

Mr. Kenne czy. Purchased as of that date? 

Mr. Dary. Yes, sir. 

Mr. Smirn. The C. & I. report indicates 44,319.65 bushels. 

Mr. Kennewiy. From that period until October 11, 1950, I under 
stand there was no further action in this case until loading order wa 
issued by the Chicago commodity office for 49,995.57 bushels of wheat 
for the remainder of the wheat that was on store there ? 

Mr. Smiru. That is correct. 

Mr. Kennewry. I am giving these facts to save a little time. 
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1 understand, also, that on October 16, 1950, Reynolds, one of the 
owners of this corporation, called the Ohio PMA office and advised 
that he did not have sufficient wheat in store to comply with this 
loading order of October 11, 1950. 

Mr. Smiru. That is correct. 

Mr. Kennewiy. And that as of that date, October 16, 1950, the 
Chicago commodity office accordingly issued a cancellation of that first 
loading order and asked the warehouseman to return the warehouse 
receipts, which was done. 

Mr. Smirn. That is right. 

Mr. Kennewry. I understand further that on June 27, 1951, a con- 
siderable length of time after it was known that the warehouse did 
not have the wheat in store that the Chicago commodity oflice issued 
another loading order instructing Kingston to ship out 50,515.24 
bushels of wheat which included the original 49,995.57 bushels men- 
tioned in the last loading order plus an additional 517.67 bushels of 
1950 wheat which had somehow been stored there in the meantime. 

Mr. Boberski is head of the Transportation and Warehousing Divi- 
sion. Could you explain, please, if you can, how a second loading 
out order would be issued in that manner after it was known that this 
warehouse was short ¢ 

Mr. Boperskt. The loading order issued on October 11, 1950, for 
that 49,000-bushel lot was ordered returned because the wheat was no 
longer there, as you have read. 

Then later, on June 27, 1951, through a clerical error a loading 
order was issued for that amount plus that 517 bushels which was 
later discovered on July 10, 1951, that it should not have been ordered 
because the wheat was no longer there. 

I can give an explanation as to how that could have happened. 
At that time when the warehouse receipts were first recalled they 
were put back in the inventory and then when the Transportation 
and Warehousing Division went through the IBM listings to select 
more wheat for the export programs, through error they picked this 
up again and issued another loading order. 

Mr. Kennewty. That 517 plus bushels represented new wheat for 
which the Chicago oflice in the meantime had obtained warehouse re- 
ceipts from a lending agency ¢ 

Mr. Borersxt. Additional take-overs from the farmers: that 1s 
right. 

Mr. Kennewry. But I assume under your present procedures there, 
stop notices have prevel ted this sort of thing? 

Mr. Borerski. It has been changed considerably since that time. 

Mr. Kennewzy. I think Mr. Cotter will go into that fully in the 
end. I do not want you to go into it now. 

In connection with that 517 bushels that was stored ] unde rstal ad. 
also, the Fiseal Division paid a provisional storage charge of some 
SOULSY to the warehouseman which occurred, of course, again atter 
the shortage was known. 

Would you wish to comment on that, Mr. Hostrop, as Chief of the 
Fiseal Diy ision ¢ 

Mr. Hosrror. Yes, That pavment was made in accordance with 
the terms of the uniform grain storage agreement. 

However, it should not have been made. It was just made through 
error. 
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All of our payments are made to anyone clear through our Claims 
Unit to see if there are any accounts receivable or claims set up in 
our records against the parties to whom we are paying money, and 
in this case this voucher cleared through that unit, but for some 
unknown reason the clerk did not catch it and it got through and it 
was paid. 

Mr. Kennetxy. There is one other point that I think is of interest 
to the committee. 

I understand, Mr. Smith, that on September 28, 1951, that a letter 
was sent out of the Chicago commodity oflice under your signature, 
addressed to the regional attorney, Mr. Frank Gallagher, recom 
mending that criminal action not be taken in the case and that only 
civil action be brought against the individuals and corporation in 
volved. Is that right? 

Mr. Samiru. That is correct. 

Mr. Kennetiy. There has been considerable inquiry made before 
this committee as to what discretion rests in administrative officials 
to make recommendations concerning criminal prosecution. And 
would you please explain on what basis a recommendation of that type 
was made by you? 

Mr. Smirn. Yes, sir. 

We had previously in this case recommended to the regional at- 
torney that both criminal and civil action be taken, and that was 
made on the basis of the information that we had at that time. 

There was held in the office of the regional attorney in Chicago a 
meeting on July 19, 1951. And at this conference there were repre- 
sentatives of Kingston Farmers Exchange, the regional attorney’s 
office, and a representative from our office who is a claims officer and, 
also, a member of our claims committee. 

At that time the case was gone over thoroughly, and upon his re- 
turn to our office our claims officer discussed with me the points that 
were brought up in the meeting and the information was furnished to 
me which indicated essentially this, that first of all there appeared to 
be no evidence that there was any willful intent to defraud the Com- 
modity Credit Corporation. 

It was his opinion, and I believe, also, the opinion of the folks from 
the attorney’s office that it was definitely a case of mismanagement and 
inefficiency. 

Mr. Kennetiy. I wonder about the advisability of such a discus- 
sion, due to the fact that this man has already been indicted, whether 
we should get into information concerning it such as this. 

The Cuarrman. These are not statements which they made; are 
they? 

Mr. Suir. No. 

The CuarrmMan. Just something he found out. I think it is in order. 

Mr. Smiru. To go on, I would say that it was his opinion that it 
was more a case of mismanagement and inefficient personnel than it 
was any willful intent to defraud, and that all of the funds received 
for the grain which was sold were turned right in to the company. 
It was on that basis that I signed the letter which was prepared by 
our claims people, indicating that we questioned whether or not there 
should be criminal action taken. 

However, since that time the case has progressed further and it has 
been determined that both criminal and civil action should be taken 
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The Cuatrman. Evidently, when you made that statement you 
did not have all of the facts at hand ? 

Mr. Sarrn. Well, that is true, there have been additional facts 
that have come to light since that time. 

The Cuarrman. Additional facts have been developed? 

Mr. Smiru. Yes. 

The Cuarrman. It is possible that you might have acted differently 
if you had known all of the facts at the time? 

fr. Smirn. Yes. 

Mr. Kennetiy. Does the Chicago office make any recommendations 
either way as a usual practice? 

Mr. Smiru. It is our general practice to recommend the cases to 
the regional attorney for such action as they feel they should take, 
because after all they are in a better position to know than anyone 
what can or should be done in the cases. 

Mr. Correr. Prior to this late procedure that has gone into effect 
this year there were any number of conversion cases where you re- 
ceived the money and made no reference whatsoever; is that not 
correct ? 

Mr. Sarru. I believe that is true. 

Mr. Correr. Mr. Bradley, just to sum this Kingston case up, I would 
like to go over the period that would cover the major deficiencies in the 
case and get your explanation on it. 

It appears that you dealt with the partnership when it changed to 
a corporation between June of 1948 and July of 1950. It appears that 
you signed a new uniform grain-storage agreement in July 1950, when 
the application showed a $300,000 drop in net worth. 

It appears that you were on notice some time in June of 1950 or 
shortly thereafter of a shortage and that you took no action until 
October 11, 1950, when the first load-out order was given. 

And it appears that vou took in new grain, into that warehouse, after 
you were on notice of the shortage. 

And it appears that vou made storage payments after the notice of 
shortage. 

My question is, Are these just isolated instances or does not this 
appear to be a series of lax and bad management ? 

Mn Braptey. Mr. Cotter, 1 would say that this is an unusual ease. 
It is an isolated case. 

Generally, however, since the time that we have had these occur- 
rences we have had a general tightening up of all procedures with 
regard to warehousemen, and it should avoid a big majority of them 
from now on. 

Mr. Correr. We only have a small opportunity of developing de- 
ficiencies, and the only way we can do that is by finding a case where a 
number of deficiencies appeared. 

This was not a case in charge of one particular man where you have 
remedied that situation. or does this series of deficiencies in this case 
cover many branches of your operation and reflect adversely on your 
whole operation as of that period ? ; 

Mr. Brapiey. That is why we have generally tightened up the office 
procedures to attempt at least to eliminate the possibility of these 
things happening the second time. 

Mr. Correr. I think that we will give you an opportunity to tell 
us what you have done after we get through with a few more of these 
cases, but I think we ought to cover some more of them. 
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Mr. Kennelly thinks we should put in the record this fact, that on 
March 5, 1952, Reynolds and his manager Ronald Chuntz were indicted 
by the Federal grand jury. 

And, Mr. Smith, were there any material facts developed between 
the time you wrote your letter of recommendation not to prosecute ani 
the time the indictment was returned that you know of ? 

Mr. Surru. Not that I know of. 

Mr. Correr. The facts were the same, were they not, essentially ? 

Mr. Smiru. The facts are essentially the same. I believe that is 
correct. 

Mr. Correr. Let us take up the Roberts Enterprises, Inc. 

To hurry up things I am just going to read a summary. This is a 
case which was investigated by the General Accounting Office and the 
material furnished to this committee: 

Chicago commodity office entered into storage contract with financially respor 
sible firm, Interlake Industry, Inc., but subsequently canceled in favor of a firm, 
Roberts Enterprises, Inc., which had practically no assets and accepted bond of 
only $10,000 when regulation required $130,000. OCC failed twice in an attempt 
to execute new contract with Roberts and failed to inspect stored grain afte 
being apprised of change in management of Roberts Enterprises. No inspectior 
was made at all until January 5, 1951, when Boberski and others visited the 
warehouse upon the request of the warehouseman. Corn found to be hot and 
heavily infested with weevil; that crust had formed thereon and that rodent 
infestation was such that women employed in adjacent buildings threatened to 
leave their employment. Loading-out orders were issued January 19, 1951 

June 6, 1951, Commodity received complaint that bugs from stored corn were 
getting into employees’ clothing and lunches. Loading-out operations were com 
pleted on October 29,1951. The warehouseman failed to properly fumigate, turn, 
and condition the stored corn although Commodity paid storage and handling 
charges of $126,889.07 in less than 1 year. Quality deficiency on S90.366 bushels 
and shortage on 50,590 bushels resulted in net loss to Government of $350,605.92 

Chicago regional attorney has been unable to collect Roberts $10,000 bond to 
date and states chances of recovery of Government loss appear remote due to 
changes in ownership of corporation involved and the fact that Roberts Ente 
prises now has assets totaling only $400. 

Mr. Smith, could you tell us why you entered into a contract with 
Roberts Enterprises when you already had a contract with Interlake 
covering the same facilities at the same time, and Interlake appeared 
to be a reliable firm ? 

Mr. Suirn. Why, I was not with the office at that time. 

Mr. Correr. Who can answer this question ¢ 

Mr. Smirn. I would rather one of the other men take it. 

Mr. Correr. Who can answer this question ? 

Mr. Brapiey. I think, Mr. Cotter, that I can answer that partialh 

least. 

At that time Mr. Donald E. Smith was assistant director in the office, 
and carried on most of these negotiations with Roberts Enterprises 

As I recall the case, and this is primarily from memory of what 
hapuened, quite some time ago, the storage situation was such that they 
had to use this facility. And Interlake had started to take over the 
facility and enter into a contract with us. And they entered into a 
uniform grain-storage agreement with us. 

Later for some reason which I do not think we have any informati: 
on-— 

Mr. Correr. Will you speak up a little louder, Mr. Bradley ? 

Mr. Brapuery. Later. after they had signed this contract. they «i 
cided that they did not want to go through with the storage of gra 
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for some reason or another. I do not know that reason. The result 


was that we had no facility in that area to take delivery of farmers’ 
grain, because under the uniform grain storage agreement they are 


not required to store any erain at all for us. The agreement merely 
specifies the duties and rates of compensation of the warehouseman 
if he does store grain for us. 

Mr. Correr. Who is not required ¢ 

Mr. Brapiey. No one who signed a contract with us is required to 
store a single bushel of grain for our account. It is only a con- 


iract— 

Mr. Correr. But that is not in answer to the question. You had 
two contracts under this on the same facility, and from the record 
it would appear that you did not know that, or you would have 
canceled one. 

Mr. Brapuey. We knew it. I am sure of that. The fact that one 
was hot canceled imimeciately- ~| do hot know what the answer is on 
that. 

Mr. Correr. Well, now, I think that Interlake had a financial state- 
ment or submitted a statement of net worth as to $400,000; is that 
right ¢ 

Mr. Braptey. I cannot vouch for that. 

Mr. Correr. Do you recall that they went into bankruptcy soon 
after that 

Mr. Brapuey. Interlake / 

Mr. Correr. Reorganization or something—you do not know that ‘ 

Mr. Brapuiey. | do not know. 

Mr. Correr. Well, Roberts Enterprises, when they signed their con- 
tract, they just listed a net worth of $4,000, and in accordance with 
the amount of grain there I understand that you should have had 
$130,000 bond, and you only had a $10,000 bond. 

Can you give any explanation for that or is there anybody here 
who can ¢ 

Mr. Brapuey. I am sure I cannot. 

Mr. Correr. Would that come under Mr. Boberski ? 

Mr. Bopersk1. They had a $10,000 bond. The net worth originally 
on the application was $4,000. Then it was Increased to $20,000. 

Mr. Correr. How was it increased, Mr. Boberski ? 

Mr. Bopersxi. Pardon / 

Mr. Correr. How was it increased ? 

Mr. Bowerski. It increased evidently by the Roberts Enterprises, 
Ine., and it is initialed—it is the $4,000 has a line drawn through it in 
ink, and in ink $20,000, and the initials, the last one is“Q.” I imagine 
that is Quinley, one of the members or partners of this corporation, 
Roberts Enterprises. 

Mr. Correr. You mean they increased their net worth by the stroke 
ofa pen ¢ 

Mr. Bonerskt. I do not know if it is a correction. I do not know 
at that time how it came about. whether that $4,000 was in error or 
What, but they have changed it here by one of the members. 

Mr. Correr. Actually, you did not get a financial statement in either 
of these statements, did you / 

Mr. Bonerskt. No, sir. 

Mr. Correr. It is just the warehouseman’s statement of his net 
worth ¢ 
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Mr. Bosersxt. That is right. 

Mr. Correr. Was not any financial statement required at this time ? 

Mr. Borerskxt. No, not as I understand at that time there was not 
any financial statement required. 

Mr. Correr. None whatsoever? 

Mr. Bosersxi. No, sir. 

Mr. Correr. Did you say something, Mr. Smith—do you want to 
say something ? 

Mr. Souiru. No. 

Senator Ture. If there was no financial statement required, was 
that a policy of the home office of the Commodity Credit Corporation 
or the Chicago office? 

Mr. Brapiey. That, Senator, was a policy which had been agreed 
on between the Chicago office and the Washington office due to the 
difficulty which we had in 1949 of getting warehousemen to sign up 
when they were not sure that they were going to have anything to 
store. It was agreed to between proper representatives in Wash- 
ington and our Chicago people. 

Senator Tre. In other words, you were not certain that there 
would be grain for storage and there was an excess of storage 
facilities ? 

Mr. Brapiey. We were certain in our own mind. That is why we 
were so desperately trying to get them to sign up. 

Senator Ture. Why were the warehousemen not certain? 

Mr. Braptey. The warehousemen were not too sure that the price 
would be such that this grain would be delivered, but we could not 
afford to take the chance on not trying to get every available ware- 
house approved for storage, since we could not handle any grain 
through houses which were not approved under the contract. 

Senator Ture. So you approved without financial statements? 

Mr. Braptey. For a short period, that is correct. 

Senator Ture. How long is a short period ? 

Mr. Braptey. Approximately a year. 

Mr. Boserskr. May I say, from May 1949 to June 30, 1950. 

Senator Tnyrr. A litt]e over a year? 

Mr. Bonerskt. Yes. 

Senator Arxen. [ would like to clear up one matter here, Mr. Chair 
man. Mr. Bradley told us this morning that he did not find it neces 
sary to sell the deteriorated corn at a reduced price, but here we get 
this case with a quality deficiency on 890,000 plus bushels, and short 
age on 50.000 plus bushels, and resulted in a net loss to the Gover 
ment of $350,605.92. Well, allowing for part of that loss being due 
to the 50,000-bushel shortage it still leaves $250,000 to $275,000 loss 
due to deterioration of the corn. 

Was it sold at a reduced price or was it dumped? Because, ob\ 
ously, there was a loss of over a quarter of a million dollars due t 
deteriorated corn. 

Mr. Braviry. The corn in this case, Senator Aiken, was sold at 
reduced price. It isa rare occurrence when we have any grain of 
kind that is dumped. 

Senator A1rken. Do you recall who bought it ? 

Mr. Braptey. This was part of it that was sold in Chicago or 
open market. Part of it, I believe, was sent to Peoria for sale. T! 
seemed to be the only outlet. 
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Senator ArkKEeN. For alcohol? 

Mr. Braptey. Alcohol outlet. 

Senator AIKEN. Very well. 

Mr. Correr. Do you recall when you first received reports of this 
rat infestation and weevil infestation, and why no action was taken 
to move the grain out of that storage? 

Mr. Brapiey. I do not recall now. 

Mr. Correr. Do you know, Mr. Boberski ? 

Mr. Day. May I answer that? 

Mr. Correr. Yes. 

Mr. Day. We had made a sale to a Chicago grain house of approxi- 
mately 100,000 bushels of No. 2 yellow corn, on the warehouse-receipt 
weights and grades which becomes the responsibility of the buyer to 
move the grain out or make his arrangements with the w: arehouseman. 

The first b: irge was loaded and it graded 2 yellow corn upon arrival 
in Chicago. And then they loaded two or three more barges to make 
up a total of 100,000. And at that time they discovered that this corn 
was showing damage. 

Senator Ture. Mr. Chairman, may I have the date of the first 
shipment and the second shipment? 

Mr. Day. I do not have the exact dates. 

Mr. Correr. Is that not January 5, 1951? 

Mr. Day. They were in January of 1951. 

Senator Ture. The first shipment was January 1951, and your 
second shipments were what date? 

Mr. Dany. All during the month of January. I do not have the 
exact dates with me here. 

Senator Tir. There was not a question of a lapse of time, in 
getting into warmer weather conditions, so that your breakdown could 
have occurred between the two shipments ? 

Mr. Day. No, sir. .This was in the cold winter month of January, 
and when the buyer of this grain informed of this condition then Mr. 
Boberski and myself and a representative of the Grain Branch and 
the Inspection Department went out to look at the grain, and when 
we returned to Chicago loading instructions were issued immediately. 

Mr. Correr. I think there was a lapse of 15 days, Mr. Daly, from 
January 5 to January 19. That is hardly immediately, is it? 

Mr. Borersxr. I believe, Mr. Bradley—I am only thinking out loud 
now—I believe we had a meeting following that trip with the oper- 
ators or the owner of the property. 

Mr. Braptey. I do not recall just exactly when that meeting was 
held. 

Mr. Correr. The record reflects that you had your inspection on 
the 5th and your first loan went out on the 19th. Can you refute 
that? 

Mr. Boserskt. No: I think we have the loading orders here. 
could verify it. 

Mr. Correr. This was taken from the record, and I assume that 

is correct. If you have anything different, we would like an 
explanation. 

Well. with the first load-out order on January 19, why did it take 

ntil October 29, 1951, almost 9 months later, 10 months later, to 
vet the corn out of this place ¢ 
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Mr. Boserskxt. We had to make arrangements after we were out 
there and sized it up. We had to make arrangements where to ship 
that corn, because we could not ship it out very well by rail from that 
facility, but there was an elevator on the river, 1.9 miles from the place 
of storage. So the barges can take larger lots. And it would have 
been easier to take a truck from the storage and wheel it over to the 
elevator on the river. And that is where we had to make arrange 
ments with the elevator at Joliet and find a receiving elevator in the 
Chicago area or wherever would be best advantage to the one loaded 
And from that time on we proceeded. And I think very vigorously, 
too, to get it out just as soon as we could. 

Mr. Correr. We received testimony here this very morning that 
you people moved millions and millions of bushels in a year, and 
vet here is a badly infested storage house full of grain and you say 
it took you 10 months to move it out ¢ 

Mr. Borerskt. Yes, sir. We had—oh, we had various sorts of 
trouble. We had to get the trucks, and that was a duty of the op- 
erator. Then we had, occasionally we have some difficulty at the 
house that transferred from trucks into the barges, because at times 
they were operating their own business and could not accommodate 
us. And then there was a stretch of a couple—from a couple to several 
weeks where that particular Joliet elevator changed ownership, and 
it was not possible to ship during the time, because in the change- 
over from one to the other and the barge equipment was not always 
available, I believe the records will show that we were, certainly, 
trying to get everybody to push and get that lot out just as fast as we 
could. 

Mr. Correr. I would like to come back to this bond and this financial 
statement. 

I think you indicated yesterday in your testimony that where a 
financial statement was sufliciently strong, then, the bond was not re 
quired; and today you are testifying that no financial statement was 
required. I should think if you had any yardstick for a bond, you 
would have to have a financial statement. 

Mr. Borersxt. Let me see if I can understand now. During thie 
period from May until June 30, if their net worth was sufficient, why 
then there was not any bond required, but in this case we got a 
bond. But we were after these people to increase it to the maximum, 
$50,000, which we never got. 

Mr. Correr. The bond? 

Mr. Borerskt. Yes. 

Mr. Correr. You put nearly a million bushels of grain in here of 
corn in this warehouse and they started out by showing you a net 
worth of $4,000 and then somebody drew a pencil through that and 
put SZU.000 In. 

Supposing they really had the $20,000, how much bond were you 
supposed to have for a million bushels? 

Mr. Bowerski. According to our instructions, we were to have a 
maximum of 850,000, 

Mr. Correr. It was 5 cents a bushel, was it not? 

Mr. Borerskt. Or a maximum of $50,000. 

Mr. Correr. You only got $10,000? 

Mr. Boverskt. Yes. 

Mr. Correr. Do you know why that oversight occurred? 
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Mr. Bosnersxt. Well, 1 do not know why it was accepted here except 
as Mr. Bradley mentioned we badly needed that space, but I do know 
that our people were trying to get an additional bond up to $50,000 
maximum. Subsequently . 

Mr. Correr. This was in 19497 

Mr. Boperskti. That is right. 

Mr. Correr. And early 19504 

Mr. Bonerskr. Yes. 

Mr. Correr. By the middle of 1950, if there were not good com- 
mercial warehouse space available at that time, you had bin space 
for millions and millions of bushels in that area, did you not 4 

Mr. Boperskr. | do not know about that, Mr. Cotter. I do not 
think that is a fact, because maybe 1 should not say this—if I do not 
have anything to back it up—but our people down in Illinois were 
looking for the space for a time, and then when it was taken over 
they were badly in need of space, but whether that situation has 
changed after they partially filled it, 1 cannot say. 

Mr. CoOTTrer. Are you hot in charge ot warehousing for this area, 
this Chicago area? 

Mr. Bonerskt. Yes; but not from the country level. 

Mr. Correr. You do not know what your bin capacity is in your 
Commodity Credit Corporation-owned bins and how much is stored 
in them / 

Mr. Borerskxt. Only from the inventory records. 

Mr. COTTER. Do you not ever check those / 

Mr. Bonerskt. Oh, ves: we check them and determine what space 
is being needed in the area, but I do not recall in this instance. I 
do recall that we needed the space. 

Mr. Correr. Could you not find out if you checked your inventory 
records that on June 30, 1950, you had a bin capacity of one-hundred 
and-fifty-five-odd million—I will give you the vacant space. 

Your records reflect that you had 91,235,668 vacant space bushels 
in your area, bin space alone. 

Mr. Boserski. When you say in our area you mean over the five 
States ¢ 

Mr. Correr. No: I mean in your concentration of bins, which is in 
Illinois and Lowa and one other State there, is it not? 

Mr. Bornerskt. Indiana, Iowa, Illinois. 

Mr. Correr. That is right, in that local area. 

Mr. Boserskt. But that would be hardly tributary to that local 
area down there. 

Mr. Correr. Certainly, if you had a situation that shouted trouble 
to vou it would be safer and in the long run much more economical to 
move your grain into storage that you knew you had that was safe, 
would it not? 

Mr. Borerskt. Mr. Cotter, we certainly—lI, for one, and I am sure 
that anybody that had anything to do with this, if? we had had 
inv thought for a single moment that we were going to run into 
trouble like this we would not have put a bushel in, I can assure you 
of that. 

Mr. Correr. But did you not invite trouble when you put a million 
bushels into a commercial warehouse with a net worth of 34.000? 

Mr. Boperskt. Well, I would not want to do it again, I will tell 
you that, but under the circumstances I do not know what else there 
was to do. 


20554—52-—pt. 1 ral 
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Mr. Brap.tey. I think that we should get in the record somewhere 
something about the emergency situation we had on the takeover of 
that grain which was delivered in the fall of 1949 of the 1948 crop. 

As I said previously we did look around and make a survey of all 
of the available storage which we had. The States and the counties 
made the survey. They were looking for any space which could be 
used to take over this corn, because we were obligated to take it within 
60 days after the maturity of the loan, if the farmer wanted us to 
take it. 

And in their survey they found this large amount of flat storage 
space at Rockdale which looked to them like it would be ordinarily 
a perfectly satisfactory space for the storage of corn. So they did 
not then ask the Washington office to buy nor did they assign any bins 
to the surrounding area which is comprised of some three or four 
heavy corn-producing counties, because they were counting on this 
space being used. 

That, in itself, I think accounts for some of the deficiencies in this 
particular case in regard to bond and one thing and another, because 
we had an emergency situation there at that time. 

Mr. Correr. I think, Mr. Bradley, that everybody concedes your 
emergency situation in 1949. The only point I was trying to make is 
that, apparently, between 1949, and June 30, 1950, you had erected 
bin capacity in excess of 246 million in that general area, and I would 
assnme that in these cases where you had to make great concessions in 
1949, good business judgment would have indicated some effort to be 
made to move the corn into safe storage places. 

Was there any reassignment of location of corn as a result of the 
type of emergency storage that you had to make in 1949? 

Mr. Braptey. The policy, I think, as everyone knows at that time 
was, and I think there was a reason for it, that we would use the com- 
mercial storage facilities first. If we had moved this grain out after 
we learned that it was deteriorating it would have taken just about 
the same length of time to have moved it out that it did, anyhow. 

Mr. Correr. But you could have moved it out a year earlier? 

Mr. Brapiey. But we did not know it, I believe, at that time defi 
nitely, did we? 

Mr. Correr. You had been put on notice during 1950 of a bad rat 
infestation and weevil infestation, I think. 

Mr. Brapiry. Those are the responsibilities of the warehousemen 
to take care of under the contract. We would normally assume that 
he would take care of things of that kind. 

All I am saying is this, that after we definitely learned that th. 
grain was going out of condition, we used every available means and 
moved just as fast as we could to get it out. And I am attempting 
to say that it would have taken just about the same length of tim 
to have moved this deteriorated grain from this facility to bins at 
a considerably increased cost to the corporation to have done it. 

Mr. Correr. You touched on a point there which is confusing to! 
I think you said your policy had been to move grain into commer 
warehouses, did you not ¢ 

Mr. Braptey. I did. 

Mr. Correr. Although that was your policy, apparently, you 
a huge bin construction program: is that correct / 
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Mr. Bravery. That was because there was not enough commercial 
storage to take care of all of the grain that we had. 

Mr. Correr. And during that year you erected two hundred and 
forty-six-odd million, and you inc reased it to 311,000,000 by June of 
1951, and to 316,000,000 by February of 1952. 

In the meantime your inventories in commercial storage went 
down: is that not correct / 

Mr. Braptey. I do not have that figure available. 

Mr. Correr. Would you not know as head of the Chicago office ? 
Have not your over-all inventories in commercial warehouses receded ? 

Mr. Braptey. They have been going down slightly through that 
period, yes. 

Mr. Correr. Have you been moving corn from Government-owned 
bins into commercial warehouses / 

Mr. Brapiey. Not for storage, ho. 

Mr. Correr. I do not quite understand your policy; I mean are 
there bins just an aati ncy storage proposition / i 

Mr. Braptey. These bins were purchased as emergency storage. 

Mr. Correr. But you now have them equipped for the most part 
for permanent storage, do you not? 

Mr. Brapiey. If we are going to conduct a storage program, car- 
rying the kind of reserve th: at we need, we are going to have to have 
more storage than the commercial stores can furnish. 

Mr. Correr. Is it your policy to keep your commercial houses full 
and to move all of your grain from your Commodity Credit Corpora- 
tion-owned bins as fast as the commercial houses will take it? 

Mr. Braptey. No. Once we get the grain in our own facilities, 
which are owned by us, the policy is to leave that grain there until 
it is disposed of in one way or another. 

Mr. Correr. But not to put it in there unless 

Mr. Brapitey. Unless there is no other storage available. 

Mr. Correr. Even though you have had a great vacancy ? 

Mr. Braptey. That has been the policy. 

I think, Mr. Cotter, that I should add that there has been no mate- 
rial amount of grain taken over since 1950. 

Senator Arken. Mr. Bradley, in spite of your policy the figures 
show that from June 30, 1950, to February 29, 1952, the amount stored 
in country and terminal elevator storage dropped from 50 million to 
14 million; the amount in Government-owned bin storage went up 
from 155 million to 190 million. 

I wonder how that happened if your policy dictated a reverse 
situation. 

The CuarrMan. Will you explain that, sir? 

Mr. Brap.ey. I will attempt to explain that. 

Any corn which we had to move out of the commercial storage facil- 
ty during that period was moved which would necessarily reduce the 
nventory in commercial storage. It was not replaced by corn out of 
our own bins, which would account, I think, for the fact that we have 
i. decrease in the corn in commercial storage, but we did not take it 
out of the bins where it was already in good shape and under good cover 
to replace that. 

Senator Arken. There has been a substantial increase in the amount 
stored in bins. [am not complaining on your storing in the bins, mind 
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you, but the figures indicate that maybe you were under a different 


policy. 

Mr. Smrru. I would think that part of it—— 

Senator ArKkEN. Can you store it cheaper in Government bins? 

Mr. Bravery. Yes. 

Senator Aiken. And does it keep as well ? 

Mr. Brapiey. | think generally better. 

Senator Aken. It is important to know that. How much cheaper 
can you store it in Government bins than vou can in commercial ware 
houses ¢ 

Mr. Braptey. I have seen no figures on comparative cost basis, Se 
ator Aiken, but just as an approximation I would toss out a figure of 
about half. 

Senator Aiken. About half é 

Mr. Brapuey. Yes. 

Senator Arken. And besides convenience of location ¢ 

Mr. Brapiey. Besides having it in the area where it was produced. 

Senator Arken. In the area of production ¢ 

Mr. Bravery. That is right. 

The Cuamman. What about the keeping qualities of that grain? 
Has it been as good as commercial or better ¢ 

Mr. Brapiey. I would say better. 

The Cuamman. Better? 

Mr. Brapiey. Yes. Our experience indicates that. 

The Cuatrman. How did you handle it? Did you employ people to 
watch it and move it when it was necessary to prevent it from heating 
and the like ¢ 

Mr. Brapiey. That storage in our bins is under the supervision of 
the State and county. 

Senator Arken. The PMA people / 

Mr. Brapitey. They make regular inspections, and if they find some 
condensation on the tops of the bins they go out and rake it and move 
it, and they clean it, if the cleaning is indicated. They have done a 
bang-up job of taking care of it. 

Senator Arken. They are responsible for it ? 

Mr. Brapiey. That is right. 

Senator A1keNn. Have you not, I think, testified yesterday that you 
did not know of any conversions from the Government-owned bins; 
is that correct ? 

Mr. Braptey. None that I have heard of. 

Mr. Correr. Your great loss is from the crusts that form on the top 
And when I say “great” it is small in percentage, but that has been your 
chief trouble: is that right ? 

Mr. Braptey. That has been the primary cause of any losses | 
bins. 

Mr. Correr. When properly cared for that crust is removed and the 
grain raked and so forth? 

Mr. Brapiey. That is right. 

Senator Arken. Are you carrying on any research which I think 
you are authorized to do looking toward the elimination of the mots 
ture on top of the grain ? 

Mr. Brapiey. Yes. They are doing some work on that. In fact, 
they have found that by proper aeration of the grain they can elim 


nr 
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nate the necessity for turning and eliminating also, practically all of 
the deterioration due to this crusting that Mr. Cotter speaks of. 

Mr. Corrgr. By putting in fans? 

Mr. Brapiey. By putting in fans. 

Mr. Sournu. Yes. 

The Crarmman. Contrasting the storing in a private warehouse 
with Government-owned bins, when you speak of the cost to the Gov- 
ernment, do you take into consideration the fact that no taxes are 
paid, and do you charge returns for money and interest on money 
invested and items of that character? How do you come to the con- 
clusion that the charges of a privately owned warehouse, in storing 
grain, is 50 percent greater than when stored by the Federal Govern- 
ment in its own facilities? 

Mr. Braptey. That was only an estimate. I do not know what the 
exact figures would show. 

The Cuarrman. You made your estimate. What did you take into 
consideration ? 

Mr. Brap.iey. I was thinking in terms—— 

The Cuarmman. Of the actual? 

Mr. Bravery. Of the amount of equipment which was needed and 
the investment in the business, taxes, interest, insurance and every- 
thing else that would be necessary for the private warehouseman to 
pay. 

Senator Aiken. Mr. Chairman, the ¢ ‘ommodity Corporation, PMA, 
pays rent and the owner of the land that you rent pays the taxes to 
the communities, as I understand it? 

Mr. Suiru. Yes. 

Senator Arken. While you do not pay taxes you do pay rent ? 

Mr. SMITH. We pay re nt on these bin sites. 

Senator Arken. What is that, 85 a month? 

Mr. Smirn. It varies by location and communities. 

The Cuvrewan. What about the investment and the deterioration 
of the bin itself? 1 understand that these bins do not last a life- 
time, you know. 

Mr. Brapuey. That is taken into account in all of our cost records, 
the deterioration and the de preciation heure is set up. 

The C'nHarrMAN. After t king all of that into consideration ? 

Mr. Brapiey. My estimate would still be for this particular type 
f operation that it actually costs us certainly not much more than 
vv) percent. 

The Cuarrman. Would you say that the fact that these bins are 
located in the area of production has the tendency of lowering the 
cost. of storage / 

Mr. Brapiey. I do not think that that would have a tendency 
necessarily to lower it. Howe ver, it 1s hiehly important. We keep 
this eorn just as close to where it wis produced is possible, because 
we never know W he re if VW il] he needed, 

Senator Aiken. They have more people responsible for keeping 
the corn in condition, too. 

Mr. Brapury. It is just watched more carefully. 

Mr. Aiken. Do you amortize the bins on a 5-year basis? 

Mr. Bravitey. Yes: on a 5-year basis. 

Mr. Hosrror. It depends upon certain factors. 
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Mr. Correr. Before we leave Roberts Enterprises, could you de- 
scribe those facilities where that corn was stored, Mr. Boberski ‘ 

Mr. Borersxt. I may not be able to give you the number of build 
ings, Mr. Cotter, but they were all brick buildings. There seemed 
to be a series of them. And they were formerly naval-supply-base 
buildings. 

Mr. Correr. An arsenal or something ¢ 

Mr. Bosersxi. I do not know, for some commodities, but the build- 
ings themselves were very substantial in construction. Some of them 
were new, that is, built within the last 10 years. 

Some of the older buildings were of good construction. They 
could have had a little fixing around like the windows and the like. 

Mr. Correr. Did you inspect them before the corn went in there?! 

Mr. Bopersxt. No, sir. I was there in January. 

Mr. Correr. Did anybody.? 

Mr. Bosersxi. Not to my knowledge. You mean from our office’ 

Mr. Correr. Yes. 

Mr. Bosersxt. I do not think so. 

Mr. Correr. It was a million-bushel proposition with a $4,000 finan 
cial statement. Would not anybody have checked that? 

Mr. Bosersxt. Well, it may have been checked by the State and 
county officers. They were undoubtedly familiar with it. 

Mr. Correr. You have no knowledge of it, or your files do not re- 
flect it? 

Mr. Braptey. Our file does reflect that the State and county had 
done something with regard to this. They had at least looked it over, 
because they had a strong recommendation in to Mr. Kruse’s office 
recommending that they be given a guaranteed storage on this. So 
they must have known something about the type of facility in order 
to make a recommendation of that kind. 

Mr. Correr. I am wondering about the rats. I was wondering if 
they were old buildings or if they had floors that were in poor condi- 
tion—wondering how you had such a rat infestation. 

Mr. Boserskr. In some of the older buildings, one building in par- 
ticular, an older building, it was not as tight as it could have been, 
but the concrete work was all right. Probably some of the floors and 
the windows and the doors were not as tight as they should have bee: 

Mr. Correr. I wonder if we could go on now. 

The Cuarrman. This was a naval supply base? 

Mr. Brapiey. It had been. 

Mr. Bosersxt. I will have to look through the records to see what it 
was, but I believe that is what it was. 

The Cuarmrman. It was rented by these people from whom; do you 
know ¢ 

Mr. Braptey. It had been sold—it had been sold by War Assets to 
these people. 

The Cuarmman. What is the situation in that case, is the Gover 
ment filing suit? What are the prospects of recovery of any of thes 
losses ¢ 

Mr. Bosersxt. I believe either Mr. Bradley or Mr. Smith can answ: 
that. 

Mr. Correr. It is already in the record; $350,605.92; between th 
spoilage and a 50,590-bushel shortage. 

The Cuarrman. Is there a suit pending in this case? 
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Mr. Brapiey. This case is in the hands of the regional attorney and 
it is assumed he will take whatever action that he can on it. I am sure 
that he does plan on a suit, a civil suit, at least. 

Mr. Smirn. A complete C. & I. investigation has been made of the 
case and it has been with the attorney for some time. 

Mr. Correr. Can we move on now to Cargill, Inc., Norris City 
Elevator, Norris City, Ill.¢ This is another case that the General Ac- 
counting Office investigated, and we have their investigator here this 
morning, and I am wondering if it would not save time if we put him 
on and let him summarize his findings and then we can get into the 
facts? “ 

The Cuarrman. All right. Who is he? 

Mr. Correr. Mr. McHale. 

The Cuarrman. Raise your right hand. 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 


Mr. McHate. I do 


TESTIMONY OF MARTIN McHALE, OFFICE OF INVESTIGATIONS, 
GENERAL ACCOUNTING OFFICE, CHICAGO, ILL. 


Mr. Correr. Will you state your full name for the record ? 

Mr. McHare. My name is Martin McHale. 

Mr. Correr. And where are you employed? * 

Mr. McHare. I am with the Chicago office of the General Account- 
ing Office. 

Mr. Correr. Are you a compliance oflicer of investigation there ? 

Mr. McHate. With the oflice of investigation; yes, sir. 

Mr. Correr. In that connection did you make an investigation of 
the circumstances and facts involving the Cargill, Inc., Norris City 
Elevator, Norris City, LiL. ? 

Mr. McHate. Yes. 

Mr. Correr. What was the approximate time of your investigation ? 

Mr. McHate. Well, we started our investigation early in Febru- 
ary—about February 7. 

Mr. Correr. This year? 

Mr. McHate. Of this year. 

Mr. Correr. Did the investigation involve the examination of the 
records of the Commodity Credit Corporation ¢ 

Mr. McHaue. That is right. 

Mr. Correr. And other documents in Norris City, and so forth ? 

Mr. McHate. Yes, sir; several; various firms. 

Mr. Correr. We may speed the thing along by just telling us what 
your investigation developed. 

Was there a contract entered into with Cargill, Inc., at one time? 

Mr. McHare. The Chicago Commodity Office entered into a guar- 
anty storage agreement with Cargill, Inc., guaranteeing the sum of 
$612,500 for the privilege of using storage facilities during the 1-year 
period from September 1, 1949, to October 1, 1950, whether or not 
these facilities were utilized. 

Mr. Correr. Just go right ahead. 

Mr. McHate. Negotiations for this guaranty storage agreement ap- 
parently originated in Washington. 
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The agreement was unusual because it guaranteed a stated dollar 


amount as minimum earnings. 

The Chicago commodity office paid Cargill $612,500 which included 
&62,149.70, representing the difference between actual earnings during 
the period and the guaranteed minimum earnings. The guaranteed 
minimum earnings apparently included $37,500 representing loading 
out charges of three-quarter cent per bushel on 5,000,000 bushels of 
corn. However, an additional three-quarter cent per bushel was later 
paid on some of the corn loaded out after October 1, 1950. 

The Cuairman. The same corn ¢ 

Mr. McHaue. Yes, sir. The payment of the additional loading-out 
charges was questioned by the Office of Audit, Department of Agr 
culture, but the Washington Commodity Credit Corporation office 
overruled the office of audit and the claim against Gargill was canceled 

The storage facilities were reconditioned steel tanks, formerly used 
for the storage of fuel oil and ethyl gasoline. 

The total grain-storage capacity was 5,250,000 bushels. 

Numerous difficulties resulting in considerable expense to the Gov 
ernment were encountered in storing corn at this facility. Although 
some of the difficulties were directly attributable to Cargill, no redue 
tion was made in the $612,500 minimum earnings guaranteed to 
the firm. 

The Government also paid S17.687.16 for the demurrage charge: 
accrued in connection with placing the corn in storage. And as of 
April 9, 1952, bills covering the demurrage charges incurred in co) 
nection with loading out the corn totaled $4,109.70, which have been 
forwarded by Cargill to Commodity Credit Corporation for payment 

Although most of the 5,000,000 bushels of corn placed in storage 
was grade 1, about two-thirds of the corn loaded out to date, over 
2 million bushels, were of sample grade. 

The deterioration was attributable, at least in part, to excessive 
temperatures in the tanks, which condition was known to the Gover 
ment before any corn Was placed in storage. 

The Government will bear the large loss caused by the spoilage of 
the corn stored in these inadequate facilities as the corn was stored 
at identity preserved. That is, only Commodity Credit Corporatior 
corn was stored. 

The Cuatrman. Over what period of time was the six-hundred-odd 
thousand dollars to be paid ¢ 

Mr. McH are. One-year period—during the 1-year period from Sep 
tember 1 on. 

The CruatrmMan. Was that for services to be rendered during that 
vear by Cargill, Ine. ¢ 

Mr. McHave. Well, for the privilege of using the facilities, whether 
or not they used them, that amount was guaranteed to the company. 

The Cuamman. Why was such a contract entered into; do you 
know ¢ 

Mr. McHaue. You will have to ask Mr. Bradley. 

Mr. Correr. We will have some questions on that. 

Senator ALKEN. May I ask, to preserve the contract. Cargill assun 
no risk for maintaining the quantity of the grain, what that part 
the contract meant / 

Mr. McHater. If they took the normal steps to condition this grain, 
to the best of their ability, corn stored at identity preserved that «i 


; 
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teriorates, they would not be liable for it, that is, for the deteriora- 
tion. 

Senator Arken. As a matter of fact, they had not made any re- 
compense for down-grading of the corn ? 

Mr. McHate. All of the corn has not yet been shipped out. 

Senator ArkEN. But you say two-thirds of that you shipped out 
was? 

Mr. McHate. Over 2 million bushels of it was sample grade, al- 
though most of the corn loaded in was*No. 1 grade. 

Senator Arken. Did you check on the sales price of that which was 
loaded out ? 

Mr. McHate. No, sir; not the entire sales. 

Mr. Correr. We have that. 

Senator Arken. I will save time by not asking now, then. 

Mr. Correr. You have the date as September 1, 1949, as the be- 
ginning of the contract period ? 

Mr. McHare. That is right. 

Mr. Correr. And do you have a record that on August 18, 1949, Mr. 
Boberski by memorandum stated that the temperature inside the 
tanks was 115° to 125°¢ 

Mr. McHate. Yes, sir. 

Mr. Correr. And do you have the date when the first corn was 
loaded in there ? 

Mr. McHate. I have it in my report. I believe it has been fur- 
nished to me. 

Mr. Correr. Shortly after September 1949? 

Mr. McHare. Shortly after September 1949. 

Mr. Correr. Do you have a record that an inspection report was 
made as of February 5, 1951, that reflected the temperature inside 
the tank was 105° to 115°? 

Mr. McHate. The temperature of the corn; yes, sir. 

Mr. Correr. The temperature of the corn ¢ 

Mr. McHate. Yes. 

Mr. Correr. Where there was 104,000 bushels of 100-percent 
damage ¢ 

Mr. McHate. Yes, sir. 

Mr. Correr. While the temperature outside was 14° below? 

Mr. McHate. There was a very cold wave in the area at that time, 
unusual. 

The Cuarrman. I would like to ask, how long were you in Chicago, 
Mr. McHale? 

Mr. McHate. You mean in the Chicago commodity office ? 

The Crarrman. Yes. 

Mr. McHate. From February 7, 1952. And some of our investiga- 
tors are still there today and expect to return. 

The Crarrman. There has been somebody from the General 
Accounting Office in the Chicago commodity office this period, has 
there not? 

Mr. McHatez. I have been there personally. 

The Cuarrman. For what period of time have you been there al- 
together ? 

Mr. McHater. Since Febrnary 7, 1952. 

The CHarrman. Was anybody there before you came in? 
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Mr. McHate. Any investigators from the General Accounting Of 
fice ¢ 

The Cratrman. Yes. 

Mr. McHate. No, sir. 

The Cuatrrman. Why was it that you went there at that time? 

Mr. McHate. At the direction of the committee, I believe. 

The Cuarrman. How is that ? 

Mr. McHa te. I believe there was a request from the committee, js 
that right ? ' 

The Carman. February of this year, was it? 

Mr. McHate. I do not know, sir. 

The CuarrmMan. Give your name. 

Mr. Kirvan. My name is Roger Kirvan. Subsequent to the first 
hearings that you held, Senator Ellender, at your direction the in 
vestigation has proceeded on the various matters regarding storage 
and warehousing. 

The CuarrmMan. Your investigation is as I recall a general one? 

Mr. Krrvan. Yes, sir. 

The Cuarrman. To find leaks? 

Mr. Kirvan. Within the different offices. 

The Cuarrman. From every standpoint and that is what you have 
been doing ? 

Mr. Kirvan. That is true. That is what we have been doing, ac- 
cording to the reports I gave you this morning. 

The Cuarrman. All right. 

Mr. Correr. I think you have developed the emergency situation 
generally, Mr. Bradley, in the Chicago area in the summer and fall of 
1949. And I suppose you had need for more storage? 

Mr. Brapiey. Yes, sir. 

Mr. Correr. But in that connection you were issing uniform grain 
storage agreements as the normal procedure, is that correct ? 

Mr. Braptey. That is correct. 

Mr. Correr. Did anything different distinguish this case from the 
others ? 

Mr. Brapviey. This case is quite different from normal and uniform 
erain storage approval in that we had a letter, a copy of a letter from 
Mr. Kruse to Cargill in which he stated the agreement which he had 
with them as to the storage and in which it did set out that they would 
earn the full year’s storage on 5 million bushel capacity in the first 
year. 

The contract which we executed with Cargill, Inc., was strictly 
conformance with the letter which Mr. Kruse had given to Cargil! 
and the settlements which were stated here—the case of overruling o! 
the out-charge, the office of audit, through the Washington office 
the settlements were presumed to be strictly in accordance with that 
agreement which he had entered into with Cargill prior to the tu 
that we had signed the uniform storage agreement. 

Mr. Correr. Do you know why the Washington office entered into 
such an agreement with Cargill ¢ 

Mr. Bravery. I have no knowledge of exactly why, other than the 
fact that we did have an emergency situation. 

Mr. Correr. Is it not a more favorable contract than you were gv 
ing out, is it not? 

Mr. Braver. In some respects; yes. 
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The Cuarman. Tell us in what respects. 

Mr. Correr. I am going to read the letter in a minute. 

Mr. Brapiey. It is more favorable in this that we normally did not 
under our standard contract with the elevator—we did not guarantee 

them any earnings for any period of time whatever. 

The Cuarmman. How about the rate ? 

Mr. Braptey. The rates were the same under both. 

The Carman. As a matter of fact then, the only real difference 
is that Cargill was guaranteed storage for, at least, a year of so many 
bushels of corn ? 

Mr. Bravery. At a definite earning computed under rates which 
were standard for all warehouses. 

The Cuarrman. I understand that, but it was on a basis of storing 
five-million-odd bushels of corn ? 

Mr. Braptey. That is right. 

Senator Arken. Was not Cargill guaranteed they would be paid 
for storing so many bushels of corn, whether the corn was there or 
not ? 

Mr. Braptey. That is right. 

Senator Arken. As I understand it the corn was not all there, so 
that they did receive a preferential rate. 

Mr. Correr. T hey received in excess of $62,000 for operations the ) f 
did not perform, is that not correct ? 

Mr. Brapiey. For operations for corn which they did not store, that 
is right. 

Mr. Correr. The identity preserved basis is not entirely usual for 
your storage operation, either, is it? 

Mr. Braptey. The uniform grain-storage agreement which was in 
effect at that time required that all corn be stored on an identity pre- 
served basis. 

Mr. Correr. On all corn? 

Mr. Braptey. Right. 

Mr. Correr. How were all of these warehousemen who stored corn 
in 1949 being held responsible for it now ? 

Mr. Brapiey. The only reason that any of them will be held re- 
sponsible now is because they have not performed their function that 
we expect a prudent warehouseman to perform, Mr. Cotter, in other 
words, they have not taken care of it properly. They have not noti- 
fied us when it began to go out of condition. And in that case they 
will be held responsible for it. 

Mr. Correr. Do I understand that all uniform grain-storage agree- 
ments in the Chicago area have been on an identity preserved basis? 

Mr. Braptey. All uniform grain-storage contracts signed in any 
area in the United States on corn prior to July 1, 1950, required that 
the corn be stored on an identity preserved basis. 

Mr. Correr. May I read this letter? Do you have this letter from 
Mr. Kruse ? 

Mr. Brapiey. We have a copy of it. 

Mr. Correr. I wish you would refer to it. I will read it. But be- 
fore I read it, would you be kind enough to identify Cargill, Inc., as 
to who they are and what they are in the warehouse trade? 

Mr. Braptey. Cargill, Inc., is probably the largest private ware- 
houseman in the United States. They have headquarters’ offices at 
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Minneapolis. And they operate storage and merchandising facilities 


in practically all of the major markets throughout the country. 
Senator Arken. Do you much business with them aside from th 


incident ¢ 

Mr. Braptey. Yes, primarily because of the fact that they hav 
storage facilities which we need in practically every location where w: 
need them. We have done considerable business with Cargill. 

Senator Arxen. Do you buy from them heavily ¢ 

Mr. Brapiey. On occasion we have made some purchases. I would 
not want to say that it was heavy purchases from them, heavier than 
from anyone else who had the same type of facilities and could a 
cumulate stocks as they could. 

The Cuamman. These are financially responsible people / 

Mr. Braptey. Very responsible. They are the biggest independent 
grain firm in the country. 

Mr. Correr. This is the letter dated July 27. 1949 from Mr. Krusi 
and is as follows: 
CARGILL, INC. 

Vinneapolis, Minn. 

GENTLEMEN: Reference is made to the discussions 
Grimes concerning your operation of grain storage facilities at Norris City, Ill 

We understand that these facilities were built for the storage of oil, but that 
with reasonable expense can be made suitable for the storage of grain and tha 
you are interested in operating the facilities under the uniferm grain storage 


with your Mr. Westo 


agreement. 
The Commodity Credit Corporation will use these facilities in accordance with 


the uniform grain storage agreement for the storage of tts own grain of a kind 
and quality suitable for storage in these facilities, probably, mostly old-crop com 


of under 14 percent moisture 

The Corporation hereby guarantees to utilize the facilities to the extent 
5 million bushels for a period of time sufficient to permit Cargill to earn a tot 
of 1 year’s earnings under the uniform agreement during the period ending ©« 
ber 1, 1950, in other words, the Corporation guarantees a minimum of total ear: 
ings under the agreement for the full period for which the charges are paid 


der the agreement 
The details of the operation and signing of the agreement will be made with the 


Chicago PMA commodity office. This guaranty is effective only if the facilities 
are in operation to the extent that grain may be received at a reasonable rate by 
ginning September 1, 1949. 

Senator A1ken. Does the letter indicate whether Cargill, Inc., ow! 
the facilities or owned the facilities at that time or not / 

Mr. Correr. What did your investigation reflect. Mr. McHale 

Mr. McHaue. I believe that Cargill leased the facilities. Is that nor 
right, Mr. Bradley ¢ 

Mr. Brapiey. I am not sure what arrangements they had with 1 
gard to ownership or leasehold of that. 

Senator Aiken. Did they own them / 

Mr. Brapiey. I do not know. 

Mr. Correr. Do you know, Mr. Boberski? 

Mr. Borers. No, I do not knew. 

Senator Arken. I think you would want to know. 

Mr. Correr. I think they leased them. 

Mr. McHate. They leased the facilities, that is right. 

Senator Arken. Will you identify Mr. Weston Grimes? 

Mr. McHare. Apparently he is of Cargill, Inc. He is of Cargill 
Inc. 


Senator ArKen. Is he the president i 
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Mr. Bravery. No, he is the president’s son. 

Senator A1keN. I did not recognize the name Weston. 

Mr. Correr. Do you have that letter from Mr. Kruse, a copy of that 
letter, to Cargill ? 

Mr. Bopnerskt. That is the one dated July 27, 19494 

Mr. Correr. Yes. 

Mr. Bonersxt. Yes, sir, it is in our files. 

Mr. Correr. Do you have any initials as to who dictated or pre- 
pared that letter? 

Mr. Borersxt. No. 

Mr. Brapuery. It is right at the bottom, prepared by John Tripp. 

Mr. Boserskti. John Tripp. 

Mr. Correr. Well, pursuant to that did you send somebody out to 
inspect these facilities, Mr. Bradley ? 

Mr. Braviry. No: not especially to inspect. Mr. Boberski did. 
And, in the course of another trip which he made, visited the facilities. 

Mr. Correr. Did not Mr. Boberski find that the tanks inside were 
115° to 120° temperature ¢ 

Mr. Boperskt. I was inside one of the tanks when they were sand 
blasting them, making them ready to take the corn. I did not have 
a thermometer with me, but that is what I guessed it to be. It was, I 
believe, in August, and a sunny, rather typical summer day, and that 
is what I guessed the temperature to be on the inside of that bin, that 
tank. 

Mr. Correr. Are you suggesting that the heat came from the sand 
blasting ¢ 

Mr. Bosersxt. I do not know. 

Mr. Correr. You say it might have come from the sand blasting? 

Mr. Bosrerskt. I do not think so. It was a solid steel tank. Prob- 
ably, the sun beating down—the sun did it. It was pretty hot. 

Mr. Correr. Were these facilities ready on September 1, 1949? 

Mr. Borerskt. It was pretty close to that date. The first cars were 
received on September YD. 1949, 

Mr. Correr. September 29? 

Mr. Bosersxt. Yes. 

Mr. Correr. By that time had you come to any conelusion as to the 
fitness of this place for the storage of grain? 

Mr. Boserski. Oh, I had in my own ideas about it, because it was 
not a typical storage facility. It was something new. I think that 
others as well as myself felt that, because it was far from a conven- 
tional tvpe elevator. although we were putting eran in flat storage 
and we were putting grain into these steel bins that were being main- 
tained throughout by the county committees. And with an experienced 
operator I thought maybe it would be all right. 

The CHamman. That is the conclusion you reached ? 

Mr. Bonerskt. I was kind of skeptical, but I was hoping it would 
be all right. 

The Cuarmman. Did you report any of your findings to higher 
\uthorities in Washington ¢ ‘ 

Mr. Boserskt. I just wrote a memo on it when I got back from my 
trip. 

The Cuareman. To whom did you address the memorandum ? 

Mr. Borerskt. I believe it was to Mr. Bradley. 

The Cuarrman. Have you got a copy of it 
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Senator Arken. May I ask Mr. Bradley a question ¢ 

The Cuarrman. While he is looking for that; yes. 

Senator Arken. When Cargill, Inc., first approached you in regard 
to utilizing these facilities, that was when ¢ 

Mr. Brapiey. We were never approached by Cargill in the Chicago 
office on this, Senator Aiken. 

Senator Arken. Would you have looked for an opportunity to 
store corn in these facilities had it not been for the letter Mr. Krus: 
wrote to the Cargill Co. ? 

Mr. Braptey. I do not think that our office would have in that 
case. 

Senator ArkeNn. Has not Mr. Grimes, Sr., for the last 10 years been 
almost the chief adviser to the Federal Government on matters per- 
taining to grain? 

Mr. Braptey. I cannot vouch for what his position is with regards 
to adviser. Iam not familiar with him. 

The Cuarrman. Mr. Cotter, I presume you are going to have Mr. 
Tripp as well as Mr. Kruse appear before us. 

Senator A1keN. It is apparent that the Chicago office was bypassed 
by Cargill & Co. . 

The CuatrMan. As well as Mr. Grimes? 

Senator AIKEN. Are you going to bring out the loss, too ¢ 

Mr. Correr. Yes. 

Senator A1KeN. I simply want—— 

The Cuarrman. According to this letter, as I understand it, this 
contract was to be entered into under a uniform grain-storage con- 
tract. 

Mr. Brapiey. All storage contracts, one requisite of them, is that 
they must sign a uniform grain-storage contract. 

The Cuatrman. So Cargill, Inc., did? 

Mr. Brapiey. They did. 

The CuHatrMan. How did they perform ? 

Mr. Braptey. Well, actually, they performed, I presume, as wel! 
as they could with the type structure they had and the type of equip 
ment which they had for handling grain. 

The Cuarrman. What was their responsibility if they signed the 
uniform contract. Weren’t they supposed to keep that grain in good 
order and see to it that it measured up to the quality at which it was 
taken ? 

Mr. Brapuey. In the contract which we sign with each warehouse- 
man, one of the conditions is that he is to maintain the grain in as 
good condition as he can with the equipment which he has to handle 
and condition grain. 

Senator Arken. But you approved the equipment ? 

Mr. Brap.tey. Pardon? 

Senator Arken. Does not the Commodity Credit Corporation ap 
prove the equipment ¢ 

Mr. Braptey. The equipment is supposed to be listed on tl 
application for approval. 

Senator Arken. But the Chicago office never was asked to approve 
their equipment—they were told to approve their equipment, that 
is what it amounted to; is it not? 

Mr. Brapvey. Well, in effect they had a guaranty prior to the 
time. 
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Senator ArkEN. That is right, you were bypassed completely. 

Mr. Brapiry. Before we went into the picture. We did have an 
application form. 

Mr. Correr. After you discussed the matter, after Mr. Boberski’s 
inspection, did you resist this contract at all with Washington at any 
time ¢ 

Mr. Brapiey. Mr. Cotter, our primary difficulty and the thing 
which we anticipated, that causes us more trouble than anything else, 
was not that we were too sure this would not be adequate storage for 
corn, it was the fact of the location and the points from which we 
would be drawing corn, that it limited the outlets for the corn at any 
time that we wanted to dispose of it. That was the real trouble, 
insofar as our thinking was concerned. 

Mr. Correr. It was not on the main shipping route, was it? 
Would you explain that difficulty in more detail ¢ 

Mr. Bravery. The location at Norris City of this facility means that 
corn has got to originate in certain very favorable locations in going 
into there for storage in transit. In order for it to move to the outlets 
which we would have throughout the East and the Southwest, we 
have had some difficulty here in some of the sales that we made simply 
because the paid-in freight and the balance on out just would not 
carry it to all locations where we could make sales on that type of 
grain. 

Mr. Correr. For any reason did you resist the contract with Wash- 
ington at any time? 

Mr. Brapiey. I do not believe—I am not sure of this—I do not 
believe the record shows that we have anything in writing. I think 
it was discussed with the Washington people. 

Mr. Correr. Do you remember what Washington people? 

Mr. Braptey. I am not sure. 

Mr. Correr. Would you hazard a guess? 

Mr. Braptey. I think that it was discussed with representatives 
in the Grain Branch at the time. 

Mr. Correr. Who would that be, Mr. McArthur? 

Mr. Brapiey. That would be Mr. McArthur or Mr. Smith. 

Mr. Correr. Or Mr. Smith? 

Mr. Brap.tey. He was Director at that time. 

Senator ArKen. Lee Smith / 

Mr. Brapiey. Yes. 

Mr. Correr. Did they tell you to go ahead and do it ? 

Mr. Braptey. We did not have too much voice. They had already 
had a guaranty on it. 

Mr. Correr. Did you have a choice actually—Cargill was not able 
to perform according to its representation with respect to its ability 
to load in—you had a very bad back-up situation in loading in, a 
bottleneck there which finally caused the railroad to employ an em- 
bargo on the situation; did it not? 

Mr. Baraptey. That is correct. 

Mr. Correr. And if you had had with the inspection report of Mr. 
Boberski and the transportation situation and the fact that they were 
not performing as represented, would you normally, if you did not 
have any alternative, would you normally have canceled out at that 


time ¢ 
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Mr. Bravery. I would like to explain why this bottleneck that you 
speak of developed. We issue loading orders on corn to various loca- 
tions out here trying to get them the shipments made at a rate which 
will permit ¢ ‘argill or any other house to which we might be direct 
ing grain—we try to get those shipments at a rate which will not 
cause a back-up. However, in getting some of these loading orders 
out—you try to keep them busy all of the time—it is just impossible 
to issue a loading order so that you will get 25 cars at any given 
point this day and 25 tomorrow and 25 so on. 

Mr. Correr. Did they not represent they could unload something 
like 30 cars a day? 

Mr. Braprey. | believe that is true. 

Mr. Correr. Actually, they were only unloading— 

Mr. Brapiey. I will change that to 30 cars in place of 25, the: 

Mr. Correr. Actually, they were only unloading approximately 
nine or something ¢ 

Mr. Braptey. It varied from time to time, Mr. Cotter, because this 
was one of those fair-weather operations, they could not operate at 
times when they had rainy weather, because it had to be unloaded and 
put into a bin and then loaded into the trucks, so it was an operation 
which varied because of weather and other reasons. 

Mr. Correr. You did pay $17,687.16 as demurrage; did you not! 

Mr. Brapuey. That is right. 

Mr. Correr. On the load-in? 

Mr. Braptey. That is right. 

Mr. Correr. Whose fault was that, your fault or Cargill's? 

Mr. Braviery. The fact that we paid it, I think, indicates that it 
might have been our fault. 

Mr. Correr. Would that necessarily follow ? 

Mr. Braptey. I think that at least part of it was our fault, Mr. 
Cotter, because we could not control the loading and the movement 
of these cars on loading orders. Railroads would bunch them and 
get them down there in gobs where Cargill and no one else at that 
facility could have unloaded. It is one of those things that happens. 

Mr. Correr. Do your records reflect that they did arrive in fleets 
of more than 30 a day? 

Mr. Braptey. Mr. Boberski can probably answer that better thai 
I, because he handles those records. 

Mr. Correr. Can you, Mr. Boberski? 

Mr. Boperski. As we mentioned we tried to regulate them at a 
rate that Cargill should have been able to unload, but it is rather 
difficult, and I do not think it can be done to any point of perfectioi 
In spreading loading orders out to ‘various country shipping points 
and trying to have them arrive on a fixed schedule, that is, number 
of cars per day. 

Mr. Correr. Do you know whether Cargill was handling the | 
loading operation as fast as they represented they would be able t 
or anywhere nearly as fast? ° 

Mr. Borersxr. I just wanted to leave that. At times we ran int 
some bad weather. As mentioned here, it was an outside operatio! 
I believe that your inspectors have some pictures that were taken, 
a series of pictures that were taken showing how exposed the ope! 
ation was. During times of inclement weather they could not unload 
And further cars were arriving which caused the accumulation 
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I think, on one or two occasions, we went to the railroads and by 
mutual consent we placed an embargo on the cars. 

Senator Arxen. Is it customary for the railroads to charge demur- 
rage on cars for days when the weather is so bad that they could not 
possibly be unloaded? ‘ 

Mr. Boserskt. You do have an exemption on some cars on straight 
demurrage. On the average agreements they are a little bit different. 
What we did in that case was that we tried to hold them back in the 
country so that they would not accept any more shipments, and the 
railroad in some cases held the cars back along their lines somewhere 
so that they would not be down at Norris City. 

Senator Arken. You mean they may have held them back where 
the weather was not bad? 

Mr. Boserskr. Along the way somewhere. 

Senator Aiken. What is the daily charge for demurrage? 

Mr. Boperskt. There isastep-up. It was $2.50 and I think the pen- 
alty was $7.50 or $10 over a certain number of days. They were on 
the average agreement, if we unloaded a car within the free time, you 
would get credit and that would be placed against any debit. 

Senator Aiken. This amount paid represented several thousand 
days. 

Mr. Boserskt. That is right. There were a number of cars. 

Mr. Correr. Do you feel that it was the Commodity Credit Cor- 
poration’s fault rather than Cargill’s? 

Mr. Bosersxr. Well, Mr. Cotter, those bills were paid on a prorated 
basis. 

Mr. Correr. I do not think you are answering my question. 

Mr. Bonerskt. Yes, I am going to answer your question. We did 
not pay the entire bill. Cargill paid some of that. 

Mr. Correr. Did they? 

Mr. Bopserski. And assumed some of that bill, yes, sir; and we 
assumed the other part. 

Mr. Correr. I did not understand that. 

The CuHatrman. How did you arrive at the amount that was due 
by Cargill? 

Mr. Bopersxt. We decreased the bill by the number of cars they 
should have unloaded. 

Mr. Correr. Do you know what percentage of the total bill of the 
demurrage it was? 

Mr. Boserskr. I am only going to guess now. We paid, I think, a 
little more than half. I just do not remember. 

Mr. Correr. You started loading in there September 29, 1949. You 
did not get all loaded in until June 28, 1950; is that no correct? 

Mr. Bosersxt. That is right. 

Mr. Correr. Why would it take so long to load if the operation was 
practical at all, why would it take so long to load and load in, if there 
was a real need ? 

Mr. Bonerskt. Wait a minute. I do not have that completed date 
here, Mr. Cotter. 

Mr. Correr. The record reflects June 28. Will you accept that? 

Mr. Borersxr. Yes. . 

Mr. Correr. On January 24, 1950—that is almost 6 months, or 5 
months before you finished loading in—the first load out was issued. 
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Mr. Bosersxi. That January date, I was confused on that, that is 
the date we returned some warehouse receipts for reissue. That was 
not a load-out order. 

Mr. Correr. It was not a load-out order? 

Mr. Boserskt. No, it was returned on a trust order 1525, warehouse 
receipts were returned for reissue. 

Mr. Correr. Are you sure that that was not a load-out of damaged 
corn at that time ? 

Mr. Bosersxt. Yes. 

Mr. Correr. You are quite positive of that? 

Mr. Boserskt. Yes, I am. 

Mr. Correr. When did you first become put on notice that the 
grain was not keeping there? 

Mr. Boperskt. Weil, along about June 1950, we got a telephone call 
that there were some hot spots appearing, and suggested that a loading 
order be issued. 

Mr. Correr. June 1950? 

Mr. Boserski. Yes. 

Mr. Correr. Was that caused by the hot weather—was that the 
first of the spoilage—was there any inspection at that time? 

Mr. Boserskt. Inspection as I recall by Cargill superintendent. | 
do not think it was by Commodity. 

Mr. Correr. Did they say the grain was going out of condition ? 

Mr. Boserskt. They did not say it was going out of condition, as 
I recall, but there were some hot spots appearing. As I understand 
it, they were going to have a series of thermometers in these tanks. 

Mr. Correr. Did they turn this grain in these bins? 

Mr. Boserskt. I do not know how they could turn the corn, Mr. 
Cotter. 

Mr. Correr. It was dead storage then ? 

Mr. Boverskt. That is the way I understand it. 

Mr. Correr. These oil tanks are very huge tanks; is that right? 

Mr. Boperski. Yes; they were. 

Mr. Correr. And they are much larger than your Commodity 
Cerdit Corporation bin? 

Mr. Boperskr. Yes. 

Mr. Correr. Do you turn your grain in your Commodity Credit 
Corporation bin ¢ 

Mr. Smirn. No. 

Mr. Correr. At no time? 

Mr. Brapiey. We carry on a cleaning operation that takes almost 
all of the foreign material out. In Illinois it is not turned primarily to 
prevent this condensation on the top. 

Mr. Correr. But it is turned to prevent weevil infestation, musti- 
ness, and so forth, is it not ? 

Mr. Braptey. This was turned for the purpose of cleaning it, so 
that it would make it possible to keep it in better condition. 

Mr. Correr. Is that not keeping it, conditioning it, and fumigating 
it, and so forth ? 

Mr. Brapiey. That is right. 

Mr. Correr. Is that not a necessary operation that you go through 
in your much smaller bins ? 

Mr. Brapiey. We do everything that is necessary in our bins to 
take care of it. 
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Senator ArkeN. What expense could Cargill have gone to have 
earned this $612,500, other than the rental of the facilities? They 
got paid for the loading in and the loading out, and $612,500 for 
storing the grain. , 

What expense did they go to to earn that $612,500? That $612,500 
included $37,500 for loading-out charges, did it not ? 

Mr. Braptey. That is right. 

Senator ArkeN. And Cargill & Co., have they subsequently made 
another claim for $37,500 for loading out ¢ 

Mr. Bravery. They have claimed, I believe, on each loading order, 
loading-out charge. 

Senator A1rkEN. In other words, they are asking for twice as much 
as you thought they were entitled to—asking to be paid twice. But 
my question was, What expense could they possibly have been put 
to to earn this, if they could not turn the grain ? 

Mr. Braptey. I do not know exactly what it costs them to equip 
this, to sandblast the tanks, to build the roads through there for the 
use of the trucks and their equipment which includes this tower which 
they built to handle it in and out of the cars and the scales. 

Senator ArkeEN. That was for their own convenience in earning 
this $37,500 which they apparently want to collect twice, was it not? 

Mr. Braptey. That would be part of their cost of equipping. 

Senator AIKEN. That would be part of their loading-out costs. 

The Cuatrman. I want to try and get something straight about 
this $612,500 guaranty. 

According to the testimony so far produced, it was almost a year, 
as I understand it, before all of the corn was actually put into this 
facility. 

Mr. Brapiey. Yes. 

The Cuairman. That would indicate to me that there was not a 
sufficient amount of corn there to earn this $612,500 or whatever the 
umount was: am I correct in that? 

Mr. Brapiry. You are. 

The CuatrmMan. How much did you figure the actual storage should 
have been ¢ 

Mr. Braptey. I will ask Mr. Hostrop. Did you ever prepare a 
figure on that of what the actual would have been on that? 

Mr. Hosrror. It would have been sixty-two-odd-thousand dollars 
less than the amount we paid. Those figures were given earlier. 

Mr. McHate. That is right. 

Mr. Hostrror. There was sufficient corn in there by June, as 1 
understand it. 

The Cuatrman. For the first year? 

Mr. Hosrror. But it had not been there long enough—that latter 
part of it, the last part, the last corn that came in, had not been there 
long enough to have earned a full year’s charges. 

The Cuarrman. In other words, we are to understand then that there 
was sufficient corn in these facilities for the first year to account for 
the $612,500 less the $62,000 you have just mentioned / 

Mr. Hosrror. Yes, sir. 

Mr. Brapiey. Yes, sir. 

Mr. Correr. And less the $37,000 which they did not load up. There 
was no loading-out operation in that year, so the $62,000 is in addition 
to the $37,000, is that correct 

Mr. Brapiey. Yes, sir. 
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The Cuarrman. These people are responsible. If they have been 
paid twice I suppose the Government could easily recover from them; 
could they not ¢ 

Mr. McHa te. No, sir. 

The Cuarmman. Why not? 

Mr. McHare. It is in the terms of the contract that they will pay 
them $612,500. 

The Cuamman. I am talking about these double charges for 
loading out. 

Mr. McHate. Yes, sir; it is a guaranteed charge. It does not say 
what that is made up of. 

The CHAIRMAN. But as was brought out they were paid twice 
$37,500. 

Mr. McHate. Yes, sir. 

The Cuatrman. Is that in the contract ? 

Mr. McHaxe. The contract provides that they will pay Cargill 
$612,500. 

The Cuarrman. All right. 

Mr. McHate. In connection with that contract they have. Part of 
it is that part of the uniform grain storage agreement which also 
provides that Gargill will be paid three-quarters of a cent per bushel 
when the corn is loaded out. 

The Cuarrman. All right. That was paid. 

Mr. McHa ez. The so-called $612,500 was paid as of October 1, 1950. 
That included the $37,500. However, most of this corn was not moved 
out until after October 1, 1950, and then the period of this guarantee 
had expired. Therefore, when the corn was moved out they had to 
pay three-quarters of a cent per bushel for work actually performed 
in accordance with that contract. 

The Cuarrman. Then it was legal? 

Mr. McHate. Yes, sir. 

The Cuarrman. Why are we so concerned about it? 

Senator Arken. However 

The CuatrmMan. Somebody said the amount was paid twice for the 
same thing. 

Senator Arken. I say that it should be collected, rather than could 
be collected. 

Mr. McHate. It should be collected. 

The Cuarrman,. All right. 

It is now 12:30 0’clock. We will stand in recess until 2 o'clock. 

(Whereupon, at 12:30 p. m., the committee recessed to reconvene 

2 p. m., of this same day.) 


AFTERNOON SESSION 


(Present: Senators Ellender, Young, Thye, and Kem.) 

The Cuarrman. The committee will please come to order. 

All right, Mr. Cotter. 

Mr. Correr. Mr. Bradley, I think we have developed some of the 
difficulties in the in-loading operations in the storage, but just let 
me sum them up, if I may. 

The facilities were not ready as scheduled and called for by the 
contract. 

Cargill was unable to unload at the rate indicated on the appli- 
cation. 
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The final in-loading was not completed for 8 months. 

Norris City was not the usual point for in-transit grain storage. 

Facilities were unequipped to condition corn. 

I think that about sums them up. 

Your difficulties in loading out were principally that you were only 
able to load 5 cars daily despite Cargill’s representation that 30 cars 
could be loaded. They set out a capacity of 30 cars in their applica- 
tion; is that correct ? 

Mr. Brapiey. That rate of loading has increased materially re- 
cently. 

Mr. Boberski, do you have any figures on the recent rate of out- 
loading from Norris City ¢ 

Mr. Boserskt. Yes; it has increased. It has increased since Feb- 
ruary 6, 1952. There were many days that it was around 20 and more 
per day. 

Mr. Correr. You have paid demurrage in excess of $4,000 on out- 
loading, have you not ? 

Mr. Borerskt. Some of that accrued, Mr. Cotter, because in some 
instances over the week end we weren’t able to dispose of the cars in 
time, partly due to the fact that we didn’t get the inspection results. 
They do not work on Saturday and the cars may have been loaded 
perhaps late on Thursday and we wouldn't get the inspections until 
about Monday. 

Senator Arken. Mr. Chairman, I wanted to ask Mr. Bradley: Did 
you initiate this increase in rate for loading-out ¢ 

Mr. Brapiey. For loading-out ? 

Senator Arken. Did you initiate the increase, which I understand 
has taken place recently ? 

Mr. Brapitey. You mean under the new contract that they are con- 
templating now ? 

Senator Aiken. No. You said there was an increase in the loading- 
out rate, loading-out payments, recently from Norris City. 

Mr. Brapiey. You mean the rate of loading cars has increased down 
there recently. 

Senator Arken. I see. 

Mr. Smirnu. The number of cars that they get out per day has 
increased. 

Senator Arken. No increase in payment for loading-out. I under- 
stand that now. 

Mr. Correr. When did you start really to ship the corn out of there 
in quantity ? 

Mr. Boberski, can you answer that? 

Mr. Bonerskt. We issued a loading order in June. 

Mr. Correr. Of what year? 

Mr. Borerskt. 1950. It wasn’t a steady shipment. We got several 
calls that they would pick up some hot spots. In August, and so on, 
they would be loading-out. But we didn’t get started until, I believe, 
around the winter. 

Mr. Correr. This last winter? 

Mr. Bosersxt. No, the winter of 1950 and 1951. 

Mr. Correr. And you have been loading it out ever since? 

Mr. Bornerskr. Yes. We got the loading orders here. You can take 
i look at them. 
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Mr. Correr. You have done most of your loading-out this year, 
haven’t you ¢ ; 

Mr. Bosersxi. That is right. 

Mr. Correr. What was the previous loading? 

Mr. Boserskt. You mean 1952? 

Mr. Correr. 1952. 

Mr. Boserski. We have been loading a lot in 1951. Since Febru 
ary they have been stepped up considerably over what they have been 
up to that time. 

Mr. Correr. I saw by your sales chart of the first 4 months of 1952 
that you had shipped out a great deal. 

Mr. Boserskt. That is right. 

Mr. Correr. Well, there were only 5 million bushels in there. If 
you started loading out in the middle of 1950 and you found the 
conditions there weren't satisfactory, why did you continue to pay 
storage beyond the date of your guarantee, which was September 
1950% Why did you continue to keep the grain there for cake 
vear and a half? 

Mr. Braptey. Mr. Cotter, as I recall it, the first grain which was 
loaded out of there consisted of small amounts which they knew were 
going bad, and they asked that it be moved. They took care of it at 
first. 

As soon as we found that the general trend there was for that grain 
to deteriorate somewhat, then we have, since that time, been loading 
out more rapidly. 

Mr. Correr. You must have known that at least a year ago. You 
must have known that early in 1951, that it was getting musty and 
there was excessive heat in these bins, as indicated in January when 
it was below zero outside and it was 105 to 115 inside the tank. 

Did you receive any instructions from Washington to leave it 
there? 

Mr. Brapiey. No. 

Mr. Correr. Did you renegotiate new contracts with this company 
in the fall of 1950, or was that a continuing arrangement ? 

Mr. Brapiey. I don’t recall whether they executed a new contract 
July 1.1950. TI presume they did at that time. 

Mr. Correr. Do you know, Mr. Boberski ? 

Mr. Boserskr. You mean a uniform grain storage agreement / 

Mr. Correr. Yes. 

Mr. Bopserski. Yes, they have signed a new uniform grain storage 
agreement. 

Mr. Correr. Does that also carry a guaranty with it? 

Mr. Boserskt. No. That guaranty, as I understand it, was just 
for 1 year. 

Mr. Correr. That didn’t continue ? 

Mr. Boperskt. No. 

Mr. Brapiey. No. 

Mr. Correr. When you had all this CCC bin capacity which has 
been reflected by the testimony that existed as of July 1, 1950, why 
wasn't consideration given to getting the grain out of ie ‘re where 
was spoiling and putting it in a better storage place ? 

Was any consideration given to that ? 

Mr. Braptey. None whatever. I can tell you the reason why 
wasn't. It was because this grain, if it was deteriorating in that 





STORAGE AND PROCESSING ACTIVITIES OF CCC 1115 


kind of storage, would not have been satisfactory to put in our bins, 
plus the fact that we had made the payments on the in-bound freight 
to get it to Norris City, all of which would have been lost. Also, the 
cost of moving it back about a hundred miles to any available bins that 
we might have had had to be considered. It just wouldn’t have been 
a sound economic move to make. 

Mr. Correr. Certainly this storage agreement which Washington 
told you to sign with Cargill in- 1949, certainly you knew that was an 
emergency type of storage, not a satisfactory place to store grain. 
Your experience and your inspection of the facilities indicated that, 
did they not ? 

Mr. Brapvey. I would say it was not the best storage for grain. 

Mr. Correr. They didn't have facilities for turning the grain. 
They had huge tanks in dead storage. 

Mr. Brapiey. That is correct. 

Mr. Correr. Practically, a great percentage of grain that has come 
out of there has had to be sold as sample or damaged grain and as 
musty grain; is that correct / 

Mr. Brapiey. That is right. 

Mr. Correr. You have sold it—I may be wrong on this, but in just 
analyzing your sales for this year, it appears that you might have 
sold it for approximately 20 cents a bushel under No. 2 yellow corn; 
is that might / 

Mr. Braptey. I would say that would be at least 20 cents. 

Mr. Correr. There is a differential of about 20 cents on 5 million 
bushels, which would be about a million dollars loss: wouldn't it? 

Mr. Braptey. That is right. 

Mr. Correr. We are just approximating. 

The Cuarrman. That won't be the loss; will it ? 

Mr. Brapiey. No. 

Mr. Correr. You are computing your loss from a different point of 
view. I am computing it from what you could have sold the corn at 
market if it had been the grade that was put in there. You are 
figuring it from the support price plus carrying charges. 

Mr. Brapiey. I don’t know of any way to figure a profit-and-loss 
statement except by taking the cost of the product, the cost of han 
dling it, and comparing that with what you receive for it. 

Mr. Correr. I am trying to clear up the analysis which I am making 
as against the selling price of the corn. I don’t know what it cost you. 
I made a computation. Do you people have a computation on this? 

Mr. Brapiey. Not on this. 

Mr. Correr. We made this from an analysis of these 4 months of 
sales sheets. You have admitted there is a 20-percent loss on the 
corn from the corn that was put in there. I mean a 20-cent loss. 
Therefore, if there is a 20-cent loss, it would amount to approximately 
a million dollars on 5 million bushels, which you could have gotten 
for the corn if you had sold it in the present market and it had been 
of the grade originally put in storage. 

Mr. Brapiey. If the loss runs 20 cents a bushel, you would be 
correct. 

Mr. Correr. I thought you indicated there was about a 20-cent dif- 
ferential per bushel. 

Mr. Braptey. That is right. 
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Mr. Correr. Is it true that possibly, if you took it in under a much 
lower support price, there hasn’t been a loss to the Government in 
that in the circumstances your support price plus carrying charges 
wouldn’t amount to that loss? Do you have an estimate as to how 
great a loss that would be, computed from that angle ? 

Mr. Smiru. May I make a comment on that ? 

Mr. Correr. Yes. 

Mr. Braptey. Go ahead. 

Mr. Smirn. We have made a computation on approximately half 
of the grain that was moved. The determination has been the dif- 
ference in value between the warehouse receipt grains and the amount 
which was obtained for the grain, the sample grain, or the price of 
the grain that was above. That amount would run in the neighbor- 
hood of $250,000. 

Mr. Correr. On the amount you shipped out to date? 

Mr. Smirn. About half of it. Keep in mind that the book value 
is our actual cost as compared to what we got would probably be a 
lesser figure. 

Senator A1ken. Who bought the grain? 

Mr. Smrru. Much of it was sold in the market. 

Mr. Daly could probably tell you. 

Mr. Day. It was handled through cash commission merchants on 
the Chicago Board of Trade or through eastern buyers. 

Senator Arken. Sold on the open market? 

Mr. Dary. We do not know the ultimate consumers or buyers. 

The Cuarrman. In your computation of actual losses you took what 
the Government was out and deducted all the expenses for handling 
and what you paid to the farmer and, then, the difference between 
what you got for it and what it cost is that $250,000 which you 
spoke of ? 

Mr. Smiru. That would be the way to figure our total losses. How- 
ever, this is figured just as we would figure for a warehouseman if he 
were responsible for the loss. Here we have figured the difference 
between the warehouse receipt grain and the grain that came out. 

The Cuatrman. What has the Government actually lost on the 
umount of grain you have sold so far? 

Mr. Smiru. I do not have the figure on it. I would say that with 
present prices our cost as compared with what we got out of it would 
show a lesser loss than this figure I have here. 

The CuHatrman. How much? 

Mr. Correr. You don’t have all the grain out of there. 

The Cuarrman. I am talking about the grain you disposed of. 

Mr. Smrru. I cannot answer that question because I cannot deter- 
mine on this grain what we had in there nor do I have the full figures 
of what we got out of there. 

Senator Arken. Does that loss include the storage charges also? 

Mr. Smrrn. This computation here is a direct relationship between 
the value of No. 2 corn, if that is what the receipt called for, and the 
price for which the sample grain or the value for which grain 1 to 5 
would bring in the market. 

Senator Arken. There was a 20-cent differential. 

Mr. Smirn. If there was a 20-cent differential. 

Senator Arken. Was there a 20-cent differential ? 
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The Cuamman. When you sell a batch of corn, don’t you keep 
account of the cost of that batch of corn? 

Mr. Smiru. Yes, sir. 

The Cuamman. When you sell it, don’t you keep account of what 
you have sold it for? 

Mr. Smiru. Yes, sir. 

The Cuamman. Wouldn't it be easy to find out the difference be- 
tween What you purchased it for and what you sold it for? 

Mr. Smiru. That will be done or can be done as soon as all the corn 
is out. 

The ¢ Cu AIRMAN. Why can’t you do it before? Why must you wait 
another 2 years before you find out your losses ¢ 

Mr. Braptey. Mr. Chairman. 

The Cuarrman. I cannot understand your method of doing business. 

Mr. Braptey. This question came up yesterday and today as regards 
the losses on grain which we had. I think the general impression is 
that whatever grain deteriorates in bins or in warehouses there is a 
total loss. We have put toge ‘ther some figures here, and I would like to 
read you a statement on that. 

The CuarMan. Senator Young would like to ask a few questions. 

Senator Youne. For what portion of this loss is the warehouseman 
responsible ¢ 

Mr. Braptey. In this case we are not sure that he will be responsible 
for any of it because he had a contract in which he was storing on an 
iden itity preserved basis, and it will be a matter to be determined by 
our legal department as to whether or not we can or cannot hold him. 

Senator Young. When you have that kind of a contract you should 
be more concerned about grain going out of condition than you ap- 
parently were in this case. 

Mr. Braptey. We have been quite concerned about that. 

Senator A1KkeN. The purpose of the policy is to take erain off the 
market to prevent the depressing of the price. When grain goes on 
the market at 20 cents a bushel below what it would bring as high- 
quality grain, doesn’t that depress the price even more than if it 
were good grain ¢ 

Mr. BrapLey. Any time you place any material quantity of grain on 
the market in excess of what the normal market would be carrying, 
you do have a tendency to depress the price. 

Senator Arken. I have one other question. I have just been looking 
over the breakdown of the costs on that, the $612,500. I notice load- 
ing out—S$37,500. One year’s storage, 200 days at one-twentieth of a 
cent per day—$500,000. Receiving, insuring, conditioning, and stor- 
ing—storing first 10 days—$75,000. 

Does Commodity Credit Corporation always pay the cost of insur- 
ance in addition to the regular storage rates ? 

I understood the one-twentieth of a cent per day was the regular 
charge you paid. Is it customary to pay the insurance in addition 
on that? 

Mr. Braptey. In arriving at the storage rates in these meetings 
which they have annually with the trade, the ‘y have lumped into the 
114-cent charge whatever was necessar y for the actual receiving, insur- 
ing, and conditioning, et cetera. It is a matter of the rate covering a 
number of the different items. 
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Senator Arken. The major item would be insuring, wouldn’t it? 
Do you know if it actually was insured ? 

Mr. Brapuey. This grain is all insured ; yes. 

Senator Arken. It was? 

Mr. Correr. You are not self-insured in this? 

Mr. Brapiey. No. 

Senator Arken. I suppose Cargill Co. could carry their own in- 
surance. They have grain stored in so many places that they could 
do that if they wanted to. 

Mr. Brapiey. They insure. 

Senator Younc. How often was this grain inspected to see if it 
was going out of condition ¢ 

Mr. Brapiey. That grain was not inspected by our office. 

Senator Youne. Still the Government was entirely responsible for 
all losses ¢ : 

Mr. Braptey. We may be. 

Senator Youne. How does it happen you didn’t inspect it when 
you were responsible? Weren’t you concerned about the grain going 
out of condition in this case? 

Mr. Bravery. We covered that point yesterday. We had no instruc- 
tions and no provisions at that time for inspecting grain in ware- 
houses. 

Mr. Correr. But that was because you claimed you had a uniform 
grain storage contract that put all the responsibility on the ware 
houseman. 

Mr. Brapiey. We have in this case. 

Mr. Correr. Now we are given to understand that this responsibil- 
ity doesn’t mean anything, that all the warehouseman has to do is 
let the grain sit there and, if you people do not inspect it and are 
responsible for deterioration, how are you going to tell whether he 
does his functions or not, his responsibilities under the contract ? 

Senator Arken. I cannot see that Cargill had to do one darn thing 
for that $500,000. They got paid for receiving, insurance, condi- 
tioning, $75,000. They got for loading out $37,500, which they didn’t 
do. Now they want $37,500 for more actual loading out. 

Mr. Correr. The $612,000 isn’t the total amount you paid Cargill. 
That was the payment up to September 30, 1950. 

Mr. Braptey. That covered the first year’s storage. 

Mr. Correr. How much has been paid Cargill for the storage opera- 
tion to date? Whocan give us that figure ? 

Mr. Braptey. Do you have that? 

Mr. Hosrror. I don’t believe we can give you that figure here. 

Senator Arken. If you can’t, who can? 

Mr. Hosrrop. I mean we do not have the figures with us. 

Mr. Brapiey. We will be glad to supply that figure. 
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Bs (The statement referred to is as follows:) 


EXHIBIT No. 46 
Statement of payments made to Cargill, Inc., Minneapolis, Minn., for storage of 


corn at Cargill Norris City elevator, Norris City, IU. 


Date of Amount of 





T+ . a " ; , 
payrnent ype of charge Loading order N¢ payment 
Apr. 20,1950 In elevation and storage $88, 003. 33 
May 26, 1950 do 161, 147. 66 
Oct. 26, 1950 do 195, 040. 20 
Nov. 10,1950 | Storage and out clevation 2100 and 2218 356, 87 
Dec. 12, 1950 do 1U84 93. 83 
» Storage 105. TOS 
id I I 41 
I arit ha to Or 1,195 ), 350. 30 
4 8, | balance 1 per guaranty 62, 149. 70 
< 
612. 500.00 
i 
Apr. 11, 1050 lreating weevil 2 42 
Apr. 25, 1950 do 243. 51 
4 Dec. 18,1950 | Storage and out elevation 2370 198. 45 
7 Feb. 14, 1951 do 2371 1, 528. 56 
Mar. 12,1951 | Out elevatior 2512 18, 8 
Dec. 14, 1951 Storage and out elevation 2853 37, 253. 30 
Do do 2854 1 336.31 
Do Storage (through Sent. 30, 1951 349, 812. 57 
Do Storage and out elevation 2HS4 10, 283. 76 
Do Storage (previously suspended x70) 2 485. 70 
Do | l 16 
Jan 4, 1952 | Storage and out elevation $32, 3379, 3421,3422 38, 655. 05 
Do do 534 12, 908, 48 
Jan. 9, 1952 do 3120 10. 757.11 
Jan. 14, 1952 do 321 1, 442. 99 
jan. 14,1952 Storage (previously suspended R53 5 AX 
Jan. 21,1952 | Storage and out elevation 5541 12, 347. 28 
Do do 3534 3, 302.83 
Feb. 11, 1952 do 832] RO. 5K i 
Mar. 11, 1952 | Storage (through De 1, 1951 137, 830. 86 
Do Storage and out elevation 024 3 04 
1 d Ap 19452 632. 093. 28 
T 1 l ginnin it t 1, 244, 593. 28 
INVOICES UNPAID PENDIN® VERIFICATION 
Storage and out elevation 6471 6. 907. 
do ONS 8, 145. 25 
do 1086 5 198. 49 
do 1131 850. 88 
do 1108 734.9 
do 1284 2,419 
do 1361 895. 04 
do 1406 10, 422. 11 
do 1523 12, 348. 22 
do 1430 14, 255. 13 
I sl unpaid ices on hand 73, 182. 04 
Fotal charges billed to Aj 1952 1, 317, 775. 32 


Senator Arken. They are paid on the basis of 5 million bushels 
stored there until the last of it is shipped out? 

Mr. Braptey. No, sir. He is paid on the basis of this first year’s 
contract and then he is paid on the basis of the actual amount stored 
and the length of time it was in storage. 

Mr. Correr. Don’t you have any idea what they were paid? Does 
anybody have any figures on it at all? 

_ Mr. Hosrror. We have loading order settlements, but those wouldn’t 
include grain in storage. 

Mr. Correr. Would you be kind enough to furnish that figure to us? 

Mr. Hosrror. Yes. 
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Mr. Correr. Could it be two or three times the $612,000 figure? 

Mr. Hostror. No, sir. The $612,000 took care of storage up to 
October 1, 1950. Then, a part of that 5 million was in storage for that 
succeeding year. Assuming that it was all there—it was shipped out 
there in the summer of 1950—it would be 10 cents a bushel of whatever 
was in storage, of whatever wasn’t out. 

Senator Arken. But do they get an additional payment for storing, 
conditioning, after the initial payment ? 

Mr. Correr. Would it be a million dollars? 

Mr. Hosrrop. I don’t think it would be that much. 

Mr. Correr. It would depend on how much you shipped out and 
how early. 

Mr. Hostrror. We don’t pay everything until the grain is shipped 
out and we have all the documents covering the shipment. 

Senator Arken. There must be a million dollars. Close to two 
mission bushels are still in there. They have been there 18 months 
after the first year. Thatis15 cents. That is $300,000. That makes 
$912,000. Certainly there must have been another $88,000 last year. 
It must be over a million. 

(The information requested is as follows :) 

The total amount paid Cargill, Inc., for storage operations at Norris City, IL, 
to date is $1,244,593.28. . 

The Cuatrman. It may be that I do not understand the facts in 
this case. The facts so far developed, as I understand them, have 
confused me as to the responsibility of the warehousemen. 

As I understood before in the few cases that we have investigated, 
if the warehousemen received corn, let us say, of X grade, when 
delivery was made of that grain at the end of the year, or whenever 
the contract expired, he was supposed to return the corn in that 
X grade, whatever it was. In this case here is corn that has deterior- 
ated and it is under the same kind of contract that other warehousemen 
have had their corn under—and grain—and yet the corn went bad 
and he is not responsible. Why is that? 

Mr. Braptey. The difference—— 

The Cuatrman. I wish you would tell me. 

Mr. Brapuey. The difference here is that every other grain is stored 
on a commingled basis. On corn which is received prior to July 1, 
1950, at the time the new contract went into effect, that was stored 
on an identity-preserved basis. 

The Cuarmman. What is the difference? Was that a change in 
policy ? 

Mr. Braptey. No. That had been carried on for quite a number 
of years, that all corn was supposed to be stored on an identity- 
preserved basis. 

The CHarrman. Is that peculiar to corn? 

Mr. Brapiey. Yes. 

Mr. Correr. Why? 

Mr. Brapiey. The 1938 crop was a high-quality crop running 9 
to 10 percent moisture, and the corporation wanted to carry that 
separate from any other grain that the warehousemen might have, 
to prevent mixing. That was the way it got in. It has been carried 
that way for quite a number of years. 

Mr. Correr. That sounds like an excuse or pretext to continue it 
on. If it was 1 year’s crop, which was that way, I could understand 
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why they would want it, but what would be the purpose of putting 
the 1939 crop, which might be 17 percent moisture, on an identity- 
preserved basis / 

Mr. BrapLtey. We, in the Chicago office, do not have the responsi- 
bility for negotiating those contracts. 

Mr. Correr. Do you agree with it? 

Mr. Braptey. No. I would like to carry all corn on a commingled 
basis. 

Mr. Correr. There is no difference between corn and wheat, is 
there? 

Mr. Braptey. There was at the time that got in. The warehouse- 
men would like to carry it on the other basis. 

Mr. Correr. Are the signs of lack of inspection much greater in 
the case of corn, where the CCC stands the loss of depreciation, than 
they are on our regular uniform grain storage agreement which puts 
the responsibility on the warehouseman ¢ 

Mr. BRADLEY. Could be. 

Mr. Correr. What excuse would you have for not having inspec- 
tion of these millions of bushels of corn which you have in warehouses 
where you have to stand the depreciation and the only safeguard you 
have is to check on your warehouseman to see if he is doing his 
job ¢ 

Mr. Braptey. Mr. Cotter, I don’t have any excuse for that. All 
I can say is it was not the policy of the corporation to maintain a 
staff to do this inspection work. 

Senator Youn«G. Isn’t it a fact that corn will go out of condition 
quicker if it has high moisture content or heat than otherwise? 

Mr. Braptey. | am not so sure. If it has higher moisture, it is a 
dangerous proposition to attempt to store grain. 

Senator AITKEN. You are carrying out a policy laid aown in 
Washington ¢ 

Mr. Brapuey. Yes. 

The Cuatrman. This policy was laid out in 1938 ¢ 

Mr. Brapiey. This policy has continued through the years. I 
don’t know exactly when it was initiated. 

The Cuairman. And this you say applies to no other grain than 
corn ¢ 

Mr. Brapuey. That is right. 

Mr. Correr. Actually, there was a time you put it on a commingled 
basis, didn’t you ¢ 

Mr. Braptey. There was a time we attempted to. 

Mr. Correr. We will get into that in another case, I think, but I 
want to ask Mr. Daly: Don’t you have any idea where this corn went ¢ 
Here you sold a large amount of damaged, musty corn, and I notice 
your shipping instructions show that a lot went into Philadelphia. 
Was that going for aleohol? Don’t you have any idea at all? Was 
it going into the feed market for farmers, mixed in with good grain 
which they were feeding their animals? Don’t you police that to 
uny extent ¢ 

Mr. Day. No, sir. We do not police any sales of our corn. 

Mr. Correr. In your acquaintance with the trade—and you are a 
big dealer—wouldn’t you know where a lot of that corn went ? 

Mr. Dary. Some of it may have gone into the manufacture of ani 
mal feed. Some of it might have gone into the manufacture of com- 
mercial alcohol. Some may have been exported as grain. 
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The CuarmrMan. Do you sell it in the trade in the usual course? 
Mr. Dany. Yes. 

The Crarrman. And those to whom you sold were evidently not 
users of that corn. They were simply merchants? 

Mr. Day. They are merchandisers who could be operators of an 
elevator, feed manufacturers. 

The CHatrman. None of it was sold as damaged corn, to your 
knowledge, which was used to make alcohol ? 

Mr. Day. No, sir. I could not say that definitely. 

The CuarrMan. I am aware of a contract that was recently entered 
into between RFC and some people in Philadelphia for the manufac 
ture of alcohol from grain which was supposed to have been wet and 
unusuable for feed. Would the corn in question come within that 
category ¢ 

Mr. Dany. It could. But the corn they are referring to as having 
been used in the manufacture of alcohol, as being wet, was last year’s 
crop of corn which contained very high moisture: Therefore, to utilize 
that corn as quickly as possible from the country and save the produc 
ers some money, that corn was used, as I understand it, in this alcohol 
program. 

Senator Tuyr. Mr. Chairman, did that corn come through the 
CCC? 

Mr. Day. No. 

Senator Ture. You couldn't accept, neither could the county com- 
mittee men approve, corn that is high in moisture. 

Mr. Dary. That is correct. 

Senator Arken. Mr. Bradley, do you have other storage contracts 
with Cargill & Co.? 

Mr. Braptey. Yes. 

Senator ArkeEN. Many? 

Mr. Brapiey. I don’t recall how many. I think there are only 
two in our area. 

Senator ArkeN. Were the arrangements for these contracts made 
in Washington ? 

Mr. Brapuey. No. 

Senator ArkeN. They came in the regular, normal manner? 

Mr. Brapiey. Yes. 

Senator Arken. At regular rates, of course? 

Mr. Correr. Mr. Bradley, how many types of these guaranteed con- 
tracts did you issue in connection with the storage of corn that year? 

Mr. Brapiey. The types of contracts ? 

Mr. Correr. The uniform grain-storage agreement for corn where 
there was a guaranty for this type of storage. Was there a great 
number or very few? 

I am not talking about where there was an additional building built 
or that type. I am just talking about a straight storage contract. 

Mr. Smiru. May I answer that question? 

Mr. Correr. Surely, Mr. Smith. 

Mr. Smrre. Under the original 1949 2-year guaranteed storage 
agreements, of which this one of Cargill was a 1-year deal, in our area, 
in the five States—we did not have Kentucky—there were a total 
of 25 such guaranty agreements. 

Mr. Correr. Was that because somebody came along and drove a 
harder bargain with you than your regular warehousemen ‘ 
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Mr. Smiru. No. These guaranteed storage agreements were set 
up in an effort to obtain sufficient storage space for the take-over 
of the corn. 

Mr. Correr. Was the building and the facilities that were rented 
any different than the regular warehousemen who would sign your 
agreement ¢ 

Mr. Smiru. Some of them were. 

Mr. Correr. If they built or made additions—you had a program 
to encourage construction. 

Mr. Smiru. That is right. 

Mr. Correr. You are not talking about that ? 

Mr. Smirn. Yes, I am. 

Mr. Correr. That isn’t this case, is it? These people didn’t build 
anything. They didn’t erect a new warehouse. 

Mr. Smiru. No; but they converted a facility not normally used 
for grain into a facility which was considered to be satisfactory for 
grain. 

Senator Arken. Did they cut a bigger door in it? 

Mr. Smriru. They did quite a bit of work on the tanks. 

Mr. Correr. You knew before you put the grain into it, it was 
not satisfactory. We brought that out in the testimony. It was 
purely an emergency storage. Are you continuing to store grain? 
Are you going to put more grain in here when you take this grain out / 

Mr. Smiru. I would say “No.” 

Mr. Correr. The onty reason you got into this was because you say 
Washington instructed you, and the conditions compelled you to do 
so in 1949? 

Senator Younc. How many companies besides Cargill have con- 
tracts like this? 

Mr. Smiru. There is a total of 25 such guaranteed storages within 
our five-State area. 

Senator Youne. What companies are they? 

Mr. Smiru. I can give you those, if you wish. 

Senator Arken. How many of those were arranged in Washing- 
ton, D. C.4 

Mr. Braptey. All guaranteed storage contracts were arranged in 
Washington. 

Mr. Smrru. They were approved. 

Mr. Correr. As distinguished from guaranteed storage- 

Senator Youn«e. I think we better have a list of those 25. 

Mr. Correr. We will get them. 

Do you make any distinction between guaranteed storage and guat 
anteed income ? 

Mr. DRADLI Re There is Ol ly one guaranteed income that ] kn W of. 
That is Cargill, Norris City. 

Mr. Correr. The other cor tracts are diff rentiate d. because the AY 
guaranteed to put the grain in? 

Mr. Braptey. That is right. 


Mr. Correr. This is a flat guaranty ‘of an income? 
Mr. Brapiey. That is right. 
Senator ArKEN. May we have the list of the 25 guaranteed storage 


contracts ¢ 
Mr. Surru. Yes. 
Che Cuamman. Proceed. 
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Mr. Correr. Can you read them off? 

Senator Youne. Do | understand that there was only one con 
tract made similar to the Cargill one? 

Mr. Brap ey. There is only one of the contracts of this type. That 
is this contract. 

Senator Younc. That was made in Washington ? 

Mr. Brapiery. It was begun in Washington. 

Mr. Correr. You were instructed to make them ? 

Senator Aiken. There is quite a difference there in guaranteed 
storage. 

The CuamrmMan. Proceed. If you have the information, you might 
give us the name, the location and the capacity. 

Mr. Smirn. The 1949 2-vear guaranty agreements in the Chicago 
area are as follows—— 

Senator ArkeEN. What time in 1949 did that start ? 

Mr. SMITH. The facilities were to be erected in time to take in 
grain for storage in the fall of 1949. 

Senator Aiken. That is probably in June. 

Mr. Smirn. The take-over started, | would say, probably in Sep 
tember or October. Most of these were for corn, you understand. 

Senator Arken. And the contracts were probably made in June or 
July. 

Mr. Smirn. The contracts on these would be made as soon as the 
facility was ready. 

The Cuamman. Are we to understand those 24 you are going to 
name, aside from Cargill, were nonexistent facilities at the time the 
contract Was entered into ? 

Mr. Smirn. I don’t believe that all of them were nonexistent. Some 
of them were new facilities built. Some were reconverted facilities. 

Mr. Correr. Some were annexes. 

Mr. Brapiey. Some were facilities which normally would not have 
been used for storage of grain which were converted to storage. 

The Cuarrman. In any event, there had to be some expenditure on 
the part of the warehouse in order to make them available for the 
storage of grain. 

Senator Tuyr. Were the oil tanks converted into bins and were the 
flat warehouses—— 

Senator Arken. Why don’t we let him read it. 

The CuarmmMan. Go ahead. 

Mr. Smiru. I will read the warehouse name, the location, and the 
guaranteed capacity. 

Bushels 
Whitney Grain Co., Aurelia, Iowa____- ere seivedien 36, 000 
Blackford Co., Oskaloosa, Iowa_-_- Pe Saree ene ra: 33, 300 


Senator Ture. What type of storage bins were they? 
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Mr. Smirnu. I do not have that information available here, Senator. 


Bushets 
Edison Mills, Edison, Ohio [ 63, 000 
Evergreen Hatch, Elevator Dysart, lowa 24, 300 
Farmers Co-op., Earlham, Iowa 77. 400 
Grage Elevator Co., Manilla, Lowa 39, GOO 
Garwin Lumber Ce., Garwin, Iowa 26, 900 
Tama Benton Coop, Dysart, Iowa 36, 000 
Lorensen & Beale, Garwin, lowa 108, 000 
M. & M. Grain Co., Wvyanet, Ill_- ; 15, 000 
E. ©. Martin, Weldon, Ill 36, 000 
Maurice Elevator, Maurice, lowa 179, 100 
Moore Grain Co., Rose Hill, Iowa mw. 35, 100 
J. C. Phillips, Star City, Ind ‘ 135. 000 
Pippert Grain & Coal Co., Gladbrook, Iowa 94, 500 
Guingrich Grain Co., Wolcott, Ind $5, OOO 
Yeisley Elevator, Victor, Iowa 39, 600 
Farmers Elevator Co., Everly, Lowa "6. 100 
Sands Seed Service, Marcus, Iowa 5 S383. 450 
Williams Grain Co., Coldwater, Mich E 153. 000 
Michigan Processed Foods, Quincy, Mich 139. 200 
Cargill, Norris City, I 5. O00, 000 
Farmers Coop, Waukee, Iowa 146. 700 
James MeCurdy, Cedar, Lowa ; 71,100 
Cedar Elevator Co. and Freemont Elevator Co., Freemont, lowa 104, 400 


That is the list of 25. 

Senator THyrr. What years did those leases YO into effect. or the 
contracts become effective / 

Mr. Smiru. In 1949, Senator, in the fall of 1949. The dates that I 
have here run from about the first of September to the middle of 
November, I would say. Most of them are October 15. 

Mr. COTTER. If there are ho further questions, I think we will fo 
on to the case of the Michigan Processed Foods, Inc.. and this Is a 
GAO investigation. 

Mr. McHale, woul i you come tothe front agai 

Mr. Smith. the Michigan Processed Foods. In 
you have just reacl / 

Mr. Sarru. That is in Quincey, Mich. 

Mr. Correr. That contract was made in Washington / 

Mr. Ssrru. All of these contracts were approve dl by the Washington 
office ; yes, sir. 

The Cn AIRMAN. Whe nh you say approved, where did they orig nate / 
Who started them? Who suggested that these people would be willu a 
to do what they finally did ¢ 

Mr. Smrrn. As far as I know, many of them, and perhaps all of 
them started out of the Washington office. I was not with the office 
at the time 

Senator A1rkeN. You have no idea what means they used to approach 
the Washington office, then ? 

Mr. Correr. Mr. McHale, you also investigated this Michigar 


Pre esse Foods « ise 


I / 


! 
a is one of the cases 


TESTIMONY OF MARTIN McHALE, OFFICE OF INVESTIGATIONS, 
GENERAL ACCOUNTING OFFICE, CHICAGO, ILL.—Resumed 


Mr. McHate. Yes. sir. 
Mr. Correr. Would vou tell us what vour findings were in this 
matter? You ca just read your summary, if you want to 
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Mr. McHa.e. The Chicago commodity office entered into uniform 
grain storage agreements on August 10, 1949, with Michigan Proc- 
essed Foods, Inc., covering grain storage facilities at Quincy, Mich., 
and [lliopolis, I1., althor igh | the company had ho prior OT: ain exper- 
ence and had pe rr rmed ul satisfactorily un der prior contracts 


Mr. Correr. Wou!d you just clear that up about the unsatisfactors 


perfor ance Oh prior contri 4 Were the im a progral prior to 
that time? 

Mr. McH t ht 

ii ( | Lilt rignt. 

The Michigan Pre ed Foods had several contracts for the cd 


dration of potatoes, making potato flour, and the Offic ‘e of C omplhi ince 
| Investigation re ports of the Department of Agriculture showed 
that their operations were not satisfactory. 


Mr. Correr. Were they irregular in any way? 


McHare. Well. t Denartment of Agriculture, in conne 


with the potato del vdrating program, referred the case to the United 
States attorney and attempted to obtain an indictment against the firm. 
Mr. Corre Ae no indictment setae ag 
Mr. Mi Li . No indi tment was retu ‘ned. 
The Cuarmman. Do you know Aitken it was presented to the 
rand | , 
Mr. McHare. Yes, sir: it was. The grand jury in Michigan hap 


pened to be a blue-ribbon jury. 
Phe Cuamman. What do you mean by that ? 
Mr. McHaue. Th \ call them blue-ribbon gr: and juri 
Mr. Correr. Special 
Mr. McHare. Special people. Of high type, I would sa 
The Cuamman. Blue bloods? 
Mr. McHare. Blue bloods. 
The Crarrman. They found there wasn't sufficient e 


; 


dence 
to indict 

Mr. McHare. The report I have on the indictment was that some 
witnesses were unwilling to testify in the case and the grand jury 
failed to return the indictment. 

Mr. Correr. Will you continue é 

Mr mi H. LE. Losses due t to shortages and deterioration of com 
stored by the company are estimated at $88,731.20. 

No financial statement was submitted by the company at the time 
of filing app slications for storage agreements and no verification was 
made on the applicant’s alleged net worth. 

The Cuarrman. Do you know whether it was necessary at the time 
to file these financial statements / 

Mr. McHaxe. I believe it has been brought out in the testimony 
that the Chicago commodity office did not require it at that time. 

Subsequent developments disclosed that the company did not pos- 
sess sufficient resources to properly handle the grain and to pay its 
current obligations. 

The CCC approved a uniform gr: iin storage agreement for the com 
pany’s Quiney, Mich., plaint without inspecting the warehouse, a 
former cement plant, Pw h had inadequate facilities. 

The company, while operating under a uniform storage agreement 
dated August 10, 1949, covering 500,000 bushels of grain, was granted 
a guaranteed storage agreement for the Quincy warehouse under 
questionable circumstances and without any increased benefits to the 
Federal Government. 
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Mr. Correr. Can you explain that 

Mr. McHate. The guaranteed storage agreement was granted ap- 
proximately 2 months subsequent to this uniform erain storage agree- 
ment. The company had a storage agreement for this warehouse o1 
approximately 500,000-bushel capacity and when they guaranteed 
storage thev just guaranteed to pav them for that storage. 

Mr. Corre. I} t was a bon s. more or less ? He was already i! ler 
obligation to store ¢ 
Mr. McHaw They ¢ ld have st red the grain i that warehouse, 

had a= ¢ ; Ty en 


Mr. Correr. Will you continue 


' 
i 


Mr. McHaxe. The company was required to furnish a bond in th 

ount of $24,400 covering grain \ “lL at approximately SS800,000 

\ tot l of 37728 bushels of h a} era le corn, most of wh ch was 
produced in tl State of Iowa, was pped to the Qu y, M 

rrehouse fron oO of the State at considerabl expel se to the Govern- 
Michigan for local corn was advanced as a just hieation for g 

e ouaranteed storage contract, and it was the stated policy of the 
CCC to store col e area in which it was produced. 

Although the CC | been notified that officials of the company 
were Inexperlencet i! | neeligent toring cor tt t the « ppv 
ad not posses { I ] pment tricia ¢ i nor tur ) ‘ dit the 
corn. the CCC f le lto take prompt act on when notified that the corn 
was going out lition, resulting in further deterioratior 


Mr. Correr. When you say the CCC, do you mean the Chicago 
commodity office 

Ir. McHate. Y« ; 

Mr. Correr. How were they notified ? 

Mr. McHau They had inspections, formal inspections by the 
grain people. I believe Mr. Boberski, himself, visited the f ties 

lone mat from Mh Bol rski’ oftice. 

[r. Correr. Will vou continue. 
Ir. McHaAte. On: ils of the Chicago commodity otlice and ft! 

PMA oflice took little or no action to prot t the 


’ 
’ 


an 
\ 
N 
Micl van state 
Government’s corn valued at approximately $800,000, although officials 
ie Chicago com 10d ty office were aware that the cor Ipanyv wa 
ul rel il le fal d t] il losses i] curred probably would have to he bor? e 
by the Government. 

‘A shortage of 15,342 bushels at Quincy in an Office of Compliance 
and Investigation preliminary report indicates unauthorized 

of this 15,342 bushels. The company admitted commingling some 
15.000 bushels of its own corn with CCC corn, but later claimed 


dentity-preserved storage; that is, only CCC grain stored at the 


sa le 


Quincey warehouse. 

The uniform grain-storage agreements issued to country ware 
he usemen prior to July l. 19D0O, provided for the storing of corn 
n special bins: that is, identity-preserved, to the extent that facilities 
were mace available. 

On September 23, 1949, the Chicago commodity office sent a letter 
to all country warehousemen to the effect that unless the warehouse 
Lin? furnishes a letter stating that he exepcts to special bill all corn 
stored for the account of CCC, it will be assumed that Commodity 
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stored corn is to be accounted for on the same basis as any other grain 
not special binned. 

In September 1951 Michigan Processed Foods, Inc., claimed that 
they had not received this letter, that corn in their Quincy warehouse 
was stored identity-preserved in accordance with the terms of the 
grain-storage agreement and, therefore, the company was not liable 
for losses due to deterioration and shortage. 

The case was then submitted to the regional attorney of the Depart 
ment of Agriculture, who ruled that as one party to a contract cannot 
change its terms without the agreement of the other, the CCC letter 
of September 23, 1949, was not applicable in this case. 

Because of this legal opinion, all country warehousemen were 
advised that settlements previously made on a commingled basis 
might be reopened and payment made of amounts deducted because of 
deterioration and reasonable shortages providing that the warehouse 
men submitted a certification to the effect that the grain had been 
stored special binned or identity-preserved. 

It is estimated that this reopening of settled claims may result in 
additional cost to the Government of approximately $800,000, 

Certifications by warehousemen to the effect that grain placed in 
storage—— 

The Cuarrman. You mean as to that particular case / 

Mr. McHate. On the basis of the legal opinion rendered in this 
one case as applied to all of the warehousemen. 

Mr. Correr. How did you arrive at that $800,000 ¢ 

The Cuarrman. That is what I would like to know. 

Mr. McHaur. The records of the office, according to their fiscal 
people, show that there were some 500 people, and as of March 25, 
1952, 78 warehousemen had filed claims for adjustment of settlements 
previously made on a commingled basis in which deductions had been 
made for quality deficiency and shortages, certifying in accordance 
with the provisions of the letter of December 20, 1951, that the corn 
had been actually stored on an identity-preserved basis. These 78 
invoices total $123,144.35, averaging $583 each. 

It was estimated by people in the payment section of the Fiscal 
Division that approximately 500 settlements were made with country 
warehousemen on a commingled basis that may now be reopened for 
settlement on an identity-preserved basis. 

Mr. Correr. That means those that already are made, that doesn’t 
mean the contingent ones. 

Mr. McHate. Those are the ones that have been completed and 
settled by the warehousemen at a reduced figure and are now being 
reopened. 

Mr. Correr. Do you want to continue your summary / 

Mr. McHate. Certifications by warehousemen to the effect that 
erain placed in storage prior to July 1, 1950, and still in storage, has 
been and is stored identity-preserved are erroneous in certain instances, 
and the Chicago commodity office is not verifying the circumstances 
of past storage. 

These warehousemen will not be held responsible for past or future 
deterioration or normal shrinkage and the Government will bear the 
cost of such losses as occur. 

In addition to the CCC corn stored at the Quincy, Mich., plant of 
Michigan Processed Foods, the Chicago commodity office stored 391, 
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488.62 bushels of corn with the company at Illiopolis, [1., in igloos 
formerly used by the Government for the storage of powde r and 

rented by the company solely for the purpose of storing CCC corn. 
These facilities were not suitable for storage and the company failed 

to keep the grain in condition, resulting m a loss of $26,065.88 be- 
ause of quality deficiency and a shortage of $15,440.05. 

Seventy-three thousand eight hundred and twenty-four and fifty- 
nine one hundredths bushels of No. 2 corn—that is the grade that was 
accepted by the Chicago commodity oflice—was transferred to fac! 
ities of the Adams Grain Co.. Dawson. Ill... from the Michigan Pro- 
cessed Foods, Inc., at Hliopolis, Ill. Warehouse receipts were subse 
quently obtained from the Adams Grain Co. covering this 73,824.59 
bushels were marked “sample erain,’ and such receipts were accepted 
by the Chicago conmmodity office, resulting in further loss to the 
Crovernment. 

()flicials of neither Michigan Processed Foods, Ine.. hor the Adams 
(rrain Co. were experienced in the storing of corn and there was con 
siderable deterioration of quality in the grain stored. 

Mr. Correr. Mr. Bradley, do you have any comment to make on this 
case or to refute anything that has been stated ¢ 

Mr. Brapiey. This case is one which we are not very proud of. It 
is one of those cases where we are expecting to have enough corn in 
Michigan which would be delivered to us from local farmers to fill 
the facility that was needed at the time. Just at the time that the 
corn Was being delivered we found that a cood part of it in that area 
was not the qualiy we wanted to store for any length of time, so it 
was shipped out of Michigan, which left us rather short. So in order 
io take care of this guaranteed contract, which they had, it was neces- 
sary to move corn in from other areas, which was of a storable quality 
for storage at that particular facility. 

(s to the matter of the uniform grain storage agreement being 
signed prior to the time that they had the guaranty signed, I think 
that was one of the cases where—and probably the only case they 
actually mace application for the uniform storage agreement and the 
guaranty at the same time and we approved the uniform storage agree 
ment prior to the time that they rot the vuaranteed storage ready to 
come out. 

Senator ArkEN. Who signed these contracts for the Departme nt 

Mr. Braptey. The uniform grain-storage agreement in this case was 
signed by myse lf. 

Senator AIKEN. ” the Michigan case you signed that, but arrange 
ments had been made by the Washington office / 

Mr. Braptey. The guaranty was made by the Washington office. 

Mr. Correr. Were you instructed to enter into a guaranteed con- 
tract with these people by the Washington office / 

Mr. Braptey. We do not enter into the guaranty contract with 
any of them. ‘Those were all entered into by Washington. 

Senator Youne. Did you sign all those contracts ¢ 

Mr. Braptey. The guaranties? 

Senator YounG os 

Mr. Brapiry. No, s 

Senator Youne. W 7 signed them / 

Mr. Brapiey. Those were signed by either Mr. Kruse or Hill 


/ 
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Senator Young. Do you have a record in your file as to who did 
sign them in this case? 

Mr. Brapiey. Do you have the guaranty file there? 

Mr. Correr. Mr. bradley, as to this question of opening up these 
storage agreements and permitting the country elevator to certify as 
to pa { operations, doesn't that open up an endless series of ( laims 
which, to be properly verified, would almost require you to rewor 
your whole operation ¢ 

Mr. Brapiey. I don’t think there is any question at all, Mr. Cott 
it will materially increase the amount of work: however, in discus 
this with our Department attorneys out there in the local office, t! 
felt that under the conditions and terms of the contract as it Was WI 


} 1 


ten and entered into, we had no particular choice in the matter, 1 


we were 2 ing to observe the te ms of the contract. 
Mr. Correr. Well, are you storing grain presently on an ident 


preserved basis ¢ 
Mr. Drapery. Yes, sir 
Mr. Correr. Are you still trying to find another year that was |} 


vy low / 


Mr. Braptey. We are currently storing any grain w 1 Wwe 
torag rior to July 1, L950, « in identity-preserved basis unless 
’ ( t had been mixed w SO] corn which ° 
( ved alter t t date or some ol their own ce h, ll wh ist { 

{ 

Mr. Correr. Are you being pushed into this position becaus 
the |} oh | ‘ ! t} elevator col ‘ lt ‘ f t tl [ I i I 
\ é e putting pre re on to not ept the respol 
tor t ( therefore the Governm« tak ne ‘ Did 

to j 

\ LEY. The « mercial warehou , yuld fi 
| ‘ he w ld assume 1 ) Fespol \ 110 ver, ot 
the tract, the Form 25, does put all corn on a comming 
bas tl ine a iny other grain. 


Mr. Correr. You mean your new 1952 uniform grain storage agree- 


nN Lg 

Mr. Brapiey. That is right. 

Mr. Correr. But on this backlog ther iL period en you 

Oa CO; vled | in 1950: t that correct? 

Mr. Braptey. There was a period in which, after consulting with t 
tl | , we tin oht that we ce ld probably . tle « l miningk 
Da y it when th chip were down and it was nec iry to make 
decision, t] \ decided that they | rd given us a steer that wasn’ qj 
correct, 

Mr. Correr. In how many cases were the chips down? Was this t] 
case ft t initiated the issue é 


Mr. Brapiey. This was the case which initiated the decision whic! 


we got out of our attorney. 

Mr. Correr. Was there any particular influence or factors involved 
in this case that might have led to a favorable decision 7 
Mr. Braptey. The only thing that I know of which was involved 
s the fact that they protested handling this under a con 


basis and forced them to make a decision immediately. 
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Mr. Correr. Don't you have some evidence that he did commingle 
some of the corn and sold it? 


Mr. Braptey. We have evidence that he sold some corn. He how- 
ever claims that he purchased 15,000 bushels of corn himself which he 
put in this storave al d placed in hins D and 6, sé | irate Trom any ol her 


corn in there, which would not be commingling actually. 


Mr. COTTER. And let us have again, So there v | be no misuncer 
standing about it, the instructions you had from Washington. ‘They 


were to permit storage on an identit v-preserved basis where vo 
W yuld have to stand the loss for deprec iIntion unite - you could prove 
I 


negligence on the part of the ware! ¢ 


Mr. Braptey. That was a contractual obligation. 
Mr. Correr. At the same time you were tructed not to pect 


wil. 


pusela»n 


se Wwarehouseme!l 

Mr. Brapiey. At the same time we had no instructions to inspect. 
Phe CHAIRMA) But vou wert t told not to. 

\ir. Braptey. We were not told n 


Ir. Correr. You didn’t have fecilities and fund 


th 


Mr. Brapitey. We didn't ve the necessary funds to get the pr 
The CHarman. You maintained your same pol 
Mr. Brapitey. ‘Tha right 
Senator Youne. Did ye it any - inform the Washingt 
that much of ! it g onalt ul 
tract would be le / 
\iI | \ ry | | c Was ‘ j 
i il I ie | c 
1 ) \ I }) ( [ ( I i 
I ol | ‘ 
i ‘ nyed ul! g i l A : } 
rive I ) iid} }) Yl l i 
)) I I pa rood | pi ) ‘ 
“ ‘ You At no tu i ve \ 
oO oht be a ivV G su 
\ 
\Ir. 13) \] EY \\ vé alwa peen concerned 7 nit the we 
0 = | oOug rie thiol ' 
» t | } bia PLL TLLELine l y 1 } { I 
\\ te? 
ir. ] y. N ifi ny writt 
S or Younes } ad not I nine é \ 
3 portant Gove} t progran it 1 ' ' 
farm unless, 1n my Opinio! el more caret ‘ 
ipel on and more oncern over p sible Government losses. I just 
L | i ta } type of a pol \ Lf I were In I ure 
program and [ ought grain is golng out of conditio VW t 
Government possibly taking a great loss, | would be greatly con 
ad worried, Il cannot see any apparent concern ex ressedi on t ‘)D t 
I ie offi als of the 4 hicago oflice. ' . 
Mr. BRADLEY. We have been concerned al uit t] » losses. Ve ha 
een concerned to the xtent that any time we hear of anv gral 
going out of condition, we immediately issue a loading o 
lispose of it while we can still dispose of it at a price which ts 
ble We do not allow the grain to stay in store when we know 


preciation if we can move it at all and handle it. 
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In fact, taking our March records, just to give you an example of 
what has happened, taking the record of sales in March of this year, 
which we sold, and that amounts to approximately 4 million bushels 
of corn, the record on that, Senator Young, shows that, although we 
had a cost to the Corporation to the grain plus the handling and all 
accrued charges of $7,200,000, approximately, the sales prices on that 
grain amounted to $7,350,000, in spite of the fact that this grain had 
been moved and sold, because it was deteriorated. There is a book 
profit at least there of $150,000 during that month. I think that is 
evidence that we do move the grain just as fast as we learn that it is 
threatened with deterioration. 

Senator Tryr. May I interrupt at that point’ You had a very 
definite increase however in the pri e of the corn due to the soft corn 
crop of last year, which resulted in a short crop. Following the very 
thought expressed by Senator Young, did you at any time advise the 
attorney for those who adopted or promulgated the policy that the 
corn would be stored and never be moved, in other seni just put in 
lead storage’ Did you advise them that the corn would break down 
under that type of storage? 

Mr. Braptey. That problem has been discussed with Washington 
and with our own people and I think with the State offices and every 
one else as to how we could best handle this corn. We realized that 
in some of the storage facilities we had that it was a danger over and 
above what you would expect in some of the standard elevator type of 
storage. 

Senator Tuye. Had you been in the grain business before you be- 

“ume an employee of the Commodity Credit Corporation 

Mr. Brapuey. No, sir. 

Senator Tuyr. Have any of you gentlemen who are supervising 
this program been in the storage business? What business had you 
been in prior to your employment with the Government ? 

Mr. Dary. I am in the Commodity Division which handles all of 
the purchases and sales, and I have had grain experience, 

Senator Tiyr. Storage / 

Mr. Dany. In storage and warehousing. 

Senator Thre. Any person who has had any experience In grain 
storage would know if you just closed the bin up and left it dead 
storage for a period of months or a year, that you might expect that 
you would have a breakdown of that commodity. 

Senator Younc. May I have Mr. Bradley answer this question ¢ 

The CuarrmMan. Surely. 

Senator Youn. Did you require any reports from the warehouse- 
men regularly or ir regular lv as to the ¢ ‘ondition of the grain? Was he 
required to make any reports at all ¢ 

Mr. Braptry. The warehouseman under the contract is supposed to 
make a report to us any time that he suspects that the grain may be 
going out of condition or is going out of condition. That is his re- 
sponsibility to report that to us. 

Senator Younae. If re ports like that were made and you followed 
them up and regular inspections were made, I cannot see where there 
would be much of a loss, particularly if you got in after the grain 
showed signs of heatiiig and moved it right away. There wouldn't be 
much loss. I have handled enough grain to know that. 




















STORAGE AND PROCESSING ACTIVITIES OF CCC 1133 


Mr. Brapiey. We had not, as this statement for March shows, had 
any material loss from this. The loss is not going to be nearly as great. 
In numerous of these cases we are also going to recover the difference 
from the warehouseman anyhow. 

Senator Youne. In the case of Cargill there were how many bushels 
spoiled ¢ 

Mr. Brapiey. That is a different proposition. ‘There is something 
around 5 million bushels which were stored in that facility. 

Senator Youne. You must have been concerned about whether that 
grain would keep or not, weren't you ¢ 

Mr. BRraput Be We were concerned about that. 

Senator Younc. How could that much grain go out of condition 
without something being done about it before it vot to that stage ¢ 
Wouldn't you believe that somebody was lax in his duty ?¢ 

Mr. Brapuey. I think that the record shows that Cargill did report 
to us that the grain was going out of condition and that we did start to 
move whatever they sridi Was out of condition. 

Senator YouncG. In the meantime how many bushels were spoiled 
before you got the notice ¢ 

Mr. Brapitey. Senator Young, in that particular case, if they had 
shipped at the full capacity that they said they could ship, that is, 30 
ears a day, it would have required about a hundred working days to 
move that entire 5 million bushels of corn. They could only ship 
when the weather was such that it wouldn't expose it to the weather. 

Senator Youne. This 5 million bushels didn't go out of condition 
allat once. It must have started in bins here and there. 

Senator Ture. Mr. Chairman, might I follow that up? 

The CuamMan. Senator Young, are you through / 

Senator Youne. | would like to have him answer that question. 

Mr. Brapiey. No: it did not. We have been issuing loading orders 
on it as they report that it is out of condition. We issued loading 
orders on that amount at that time. 

Senator Yor NG, What recommendations would you make to pr 
vent such future losses on that seale ? 

Mr. Braptey. Recommend that such facilities not be used if it can 
be possibly avoided or if they are used, that known means of condi 
tioning grain in such a facility be a part of the facility. 

The CuammMan. Senator Thye. 

Senator Tarr. There is a question that I would like to get clarified. 
You stated that only when the weather conditions were such they 
would permit was there moving or transporting of that grain. What 
kind of a transportation were they using / 

Mr. Brapiey. In that case, Senator Thye, they had an open-air 
arrangement whereby they unloaded the cars into a pit, elevated it 
into a hopper and dropped it into trucks and took it over to the tanks 
and reelevated it from the trucks into the tank with one of these 
blower elevators. but the entire operat ion- 

Senator Tuyr. Were they small portable elevators / 

Mr. Braptey. This happened to be a large blower-type elevator 

Senator Tuyr. So that you had to run it out of the one storage bu 
into this open elevator ¢ 

Mr. Brapli y. Into the open hopper and then into the trucks and 
then over to the 

20554 —: 


y- pt. 1 
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Senator Tuyer. If you knew the grain was breaking down, that 
every day it was deter ‘jorating, involv ing possibly thousands of bushels 
of grain, would it not have been possible to put some temporary shel- 
ter over that open hopper ? 

Mr. Braptey. I presume that it would have been—that would have 
been entirely up to them. 

Senator Ture. Were you not responsible to a certain extent to 
make certain that you overcame the loss there and arranged to move 
it as speedi ly as it was possible? You know, just a little tar paper 
and a few boards would have put a cover over that open hop per, So 
that pe could have moved the grain, even though it was raining. 

Mr. Brapiey. We took it that that was Cargill's responsibility to 
provide the arrangements to do that. 

‘ itor Ture. And vet vou knew that the Commodity Credit 
would have to suffer the loss of any deterioration in the grain, did 





you not / 
Mr. Bripiry. Yes, sir. 
Senator Toye. And you knew that if Cargill did not move 
n, that is, the Commedity grain, the Treasury of the United States 
ould have to suffer that loss ? 
Mir. Braptry. We knew. 
Senator Trt Were you not responsible ? 
M Vraptey. We knew that there was a possibility that there 
( t be some | of it were not mo\ |. that is rieht. 
Lhe ¢ HAIRMAN, In the case of such losses as vou did sus in wo 
you say \ tribute tho e to the facility for which you were ordered 
) mitract ¢ 
Mr. Braptey. T would say it was partly the facility, Senator, 2 
partly the fact that vou just cannot move that tremendor mou 
of corn fast enough to keep it from breaking down a little bit fm 
ther after you st hear of a loss and a deterioration starti the 
eran. 
The CHarmman. As far as vou know in any investigatio 
is to the need of such facility. did vou satisfv vourselt 
this v the onlw facility available to take eot iN! 
of corn vou had on hand to store? 
Mr. Brapriey. This particular instance as I pointed out t} 
| \\ of this facility until after it had been called to 
) ittention by a ce py of the letter. 


The Cuarmman. Had vou been in search of facilities ¢ 

Mr. Bripury. Yes. 

The Cnaman. Had you been successful ? 

Mr. Braptey. In some cases, in some areas we had not been su 

<sful in finding sufficient space. 

Senator Youna. W hat was the moisture content of the corn that 
was placed in storage with Cargill / 

Mr. Brapury. As I reeall it, Senator, Cargill was not taking 
inv corn there at that time for storage which was in excess of 15 
pe reent 

Senator Arken. To your knowledge, Mr. Bradley, had the Was 
ington office inspected the facilities before they wrote the letter to 
Cargill assuring them of the contract ? 

Mr. Braptey. I do not know whether they did or not. 
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Senator ArKken. I think that we had better find that out. To the 
hest of your knowledge no Inspection had been made / 

Mr. Correr. You were just instructed to enter into a contract with 
them and to put the corn in there? 

Mr. Brapiey. That is correct. 

Senator Younae. I still cannot understand how 5 million bushels 
of corn would spoil if the moisure content was below the required limit 
of 15 percent, was that the requirement in corn / 
Mr. brapiry. Fourteen percent. 


Senator YounG. Some of this corn was over 14 percent ? 
Mr. Brap.ey. | do not think that they took any of it in for storag 
vhich went over 15 percent 
Senator Yor NG. H Vv ¢ 1d 5 million bushel of col . all spoil it once 
f t \ is below i+] ! t moisture content / 
Mr. Brapiey. | an re | could not give vou the answer to that 
Senator Younca. I t cannot understand how that amount of cor! 
! ill spo I belo, eli t 
s r Tn Wa ey : 
Mr. Brapitey. Mr. Daly 
\! 1) 1,Y iF ‘ y tances, It \ l 1 1! illey pers lit ve of t ( 
cori that contained Weevll | i@ Wh wis eat damage ane m LV. 
Lll of the oth I i rs—ns Senator Yi ing was sa ne, the 1 ) ire 
fernt thre . ’ ‘ le \ { , r ‘ 
but the ston \ la Ol ld eal] Wa 
la ve re ( COFQ ( | 
ePCTIOI fore vu ( 
r¢ I ny t 
Mr. Dany. I do elieve there You f the 
ti Oo thre 1 *’ 
Senator Youn } 
M Dany. Ne 
Soy . y rm.’ ) one ‘ reg o ; ‘ 
; / 
Mr. Daty. O p where the grain | 
made ( y to the t 
‘ ‘ 
] ird tor me > i i 
e (4 ( | i 
{ y fa lit Wwe ( | ite I ( 
! ! | t Grove i ill of t 
Che Crnammman. We are going into that, Senator, Thursday 
Senator Youn l would hope that would be gone into very thor- 
0 ly. because | cannot underst Li a concern like Cargill being 
xed up in that kind of a deal. 
Che CHamman. All right. You have been wanting to read a short 


nt into the recoil 4a Mr. Bradley, so proceed 


Mr. Brapiey. Really, I almost gave you all of this. However, since 


tion of | ‘ throug dete orat on had come » | would | eC 
lthis. It isa very brief statement. 
Phe CHAIRMAN. Proceed 
uf T> 
i ADI b rt l 
erday some questions were asked concerning the amount of deteriorated 


n which we handled I would like to emphasize that although we handle 
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substantial quantities of deteriorated grain, or grain which is about to go out 
of condition, that all of this is sold before any serious depreciation in value 
takes place. It would be possible, of course, for corn to be retained until it had 
no market value and had to be dumped We do not follow this practice and 
instead attempt to move it onto the market just as soon as any appreciable dete 
rioration is noticed In March of this year we recorded on our books sales of 
nearly 4 million bushels of corn, and, while I do not have an exact breakdown. | 
think it is safe to say that more than 75 percent of this corn had gone out of 
condition or was about to go out of condition 


And that included sizable amounts of corn from this Cargill, Norris 
City. storage facility. 


We realized for this corn $7,350,000 and our total investment in the corn sold. 


: 
neluding carrying charges, was only 37,200,000 In other words, even though 


we were disposing of corn which was not keeping well, we still realized a modest 
profit on the over-all corn transactions for the month 

Senator Yor NG. lf cash corn prices had dropped DO cents a bushel. 
though, your losses would have been very high. 

Mr. Braptey. Yes: and if we had sold in January our profits would 


} ? 


have been much higher. 
The CHamoman. Much higher. It goes both ways. 
Mr. Brapiey. It works both ways. | Reading:] 


Much of the corn which we sold may have graded sample because of a mus 
odor but was otherwise good feed and was discounted by the buyers at rhe 
than a cent or two per bushel. The problem of grain going 
serious—I do not wish to minimize it, but I do believe that in most cases i 
| 


out « eondi 


Chicago area we are able to take action before serious losses are incurre 


ago a " 

Mr. Correr. You were enjoying an inflationary market. You ar 
not taking credit for that, are you / 

Mr. Braptey. I am not taking credit for anything, except that we 
sel] on the market w hich we have to selb on. 

Mr. Correr. You have been paying very huge amounts in storage 
bills. The true test of your profit or loss, if you get an inflation, you 
are paying for the storage, and the corn belongs to your Department— 
you should enjoy any increase in price, is that not so, I means, you are 
par i ao the bill for it. is that not so? 

Mr. Brapiey. I would still go back, Mr. Cotter, to the fact that I 
only know of one way to determine a profit ora loss. 

Mr. Correr. Suppose you had a declining market, then you would 
not be able to show these profitable figures, would you! 

Mr. Brapiey. No. 

Mr. Correr. And you would have to come to a test, if you put 
No. 2 corn or No. 1 corn, you are selling sample corn—if that sold for 
~0 or 50 or 60 cents below the market price, your loss would be the 
difference between what the corn was when it went in and what grade 
you had to sell it at, is that not correct ? 

Mr. Braptiey. I cannot agree with that on a profit-and-loss state 


in 


ment. 

Mr. Correr. Do you not feel that the Government is entitled to any 
rise—they have to stand any loss because of the price factor—why 
should they not enjoy any rise? 

Senator Tuyr. Mr. Chairman, might I interrupt just at this poi 
There is only one question that the Commodity Credit Corporat oO 
must concern itself with. When you assume a grade of No. 2 corn 
Is vour respons bility to keep that corn at No. 2 or move it just as 
fast as you know how to move it once you find that it is breaking 


+f 










st soe > 
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down. If you take No. 2 corn and if because of a short crop, due to 
weather conditions, that corn skyrockets 50 cents, it is no credit to 
you that you show a profit at the end of the transaction because you 
permitted corn to go out of grade. 

Mr. Braptey. I am not taking credit for the fact that the markets 
were higher. I am just pointing out that in this month that we did 
show a profit. 

Senator Tiyr. The only reason for that is that vast increase in 
the price of corn due to weather conditions of 1951, but your grade 
and quality of corn went off while it was in your care. 

Mr. Bravery. And we did dispose of it just as rapidly as we found 
out that it was going off. 

The Cuarrman. Mr. Bradley, was the Government the only con- 
cern that lost Ink all of this? Did any private dealers lose, also, be- 
cause of corn voing bad or any othe rr Cc Bs that you know of ¢ 

Mr. Brapuey. I think it is reasonable to assume that anyone who is 
handling grain is going to take some losses along with their profits; 
yes. 
~ The Cuamman. Now that we are assuming things, I presume if we 
had not had such a big crop and you had had suflicient elevator space 
to properly house all of this, you might not have lost anything; is 
that not true / 

Mr. BRaApI EY. It could have been. 

The CHarrMan. Surely. 

Mr. Correr. Mr. Bradley would you like to offer any suggestions, 
or do you have io recommendations that you could make either in 
respect to the law or the administrative procedure or an iwthing e Ise ¢ 

Mr. Brapiey. This a matter of purely a personal feeling with 
regard to the act under which we are operating, both the Agricultura] 
Act of 1949. at d our charter act, that we could do a bette job of 
handling grain and keeping it in condition if the act would provide 
somehow that we could buy corn and se ll corn simult: ineously, so thai 
we could keep sweetening up the stocks and not have to carry the grain 
for as long a 1 per iod of time as we do now. That is some thin ig which 
we cannot do at the present time under the act. And I think that it 
s one of the things, if we are going to carry grain of any kind for a 
long period of time as a reserve supply, that we have Fot to have a 
provision somewhere, so that we can renew the stocks and get rid of 
the old stocks, 

Senator A1ken. What did one operator mean when he told me that 
some of the big companies that store grain for the Government use 
that grain to hedge against, saves them money by having that to hedg 

gainst? What did he mean by it‘ 1 will admit I do not know. 

Mr. Brapuey. I will have to admit that I do not know what he would 

ive meant in that case, because normally they do not hedge any 
operation except on their own purchases and woomrs 

Senator A1KEN. I just wondered what he meant. 

Mr. Braptey. I do not know of any case where I could say that 


ev had hedge against our corn, 


Omg ~ Na AIK} VN. &0 fs "as Vou know | could or he done with « rn ¢ 
.B RADLEY. | just do not see. 
Senator ArkEN. It could not be done with the preserved ick t\ 


tl it: could 
Mr. Brapiey. I do not see how they could do 
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Senator Youne. Along the line of your last answer awhile ago 
which you stated that you believed you had to have some new gra 
each year to sweeten up the old——- 

Mr. Brapuey. Yes: that is right. 

Senator Younac. If after corn has been stored successfully for a ve 
or two, or wheat, in particular, do you have to have any new grain t 
mix with that to kee pitt 

Mr. Brapviry. No, what I mean by that, Senator Young, is that af 
you carry any orain SO long and our experie nee on corn hi is beer 
outstanding o his—it develops a storage odor. It seems to h: 

elation to breakdown in the oil in the germ of the corn. It is 
distinct odor that is due to long-time storage. It is not an ol bjec 
tionable odor from the standpoint of the use of corn, but neverthel 

pector finds that odor in the corn he does show 


‘oreign odor and immediately it becomes sample grad 
that, although all of the other factors may be yx 


\ ad a provision whereby it was possible for us to tal 
older grain and constantly be disposing of it and buying co 
ble quality of new grain all of the time, then we would keep gra 
‘dh Was not so - 
r AIKEN That is Government owned erain ? if you a 
away with youl ‘dent: tv prese rved contract, and then exerted eter 
vigi ilance in wate ‘hing the contractors, perhaps you could accomplis 
that. 

Mr. Brapiey. I think that we could accomplish more on that scor 

Senator Younc. I never handled much corn, but I have handhk 
quite tl lot of w! eat. and I never knew wheat to go out of condit 
if vou stored it 10 vears, if it was dry in the first place 

Mr. Braptey. Wheat will keep better than corn. You do not 
that same odor in it. 

The CHarrman. Yesterday I made a request that we be suppli 
vith the number of cases in the Chicago area and whether they we 
in the hands of the attorney and what became of them. I understar 
that Mr. Smith has worked that up. 

I would like to have that in the record at this point. 

Senator Arcen. Those are the shortage cases. 

Mr. Suiru. The shortage cases. 

Senator Arken. That is right. 

The Cnarran. That is right. 

Senator Arken. And the amount involved. 

Mr. Surrnu. The total of the suspected shortages and known short 
age cases, warehouse shortage cases, in our area, as we mentioned 
yesterday, was 46. 

Of those 46, the C. and I. reports have been completed on 23. 

I believe all of the cases, with perhaps the exception of one or tw 
that have just come to our attention, have been referred to the C. and | 

Twenty-one of the cases have been referred to the United Stat: 
Attorney. 

Fourteen of them have had some court action. 

Now, on the breakdown, 25 of the 46 cases involve either suspect: 
r actual shortages of less than 10.000 bushels. 

Mr. Correr. That is each ? 

Mr. Smrru. That is each. 
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Seven of them are in the group from ten to twenty-five thousand 
bushels. 

Six of them are in twenty-five to fifty thousand bushels. 

And there are only 8 of tlie 46 that are over 50,000 bushels. 

The poi! there be he that more than on -half of them are the small 
ones of less than 10.000 


Mr. Correr. W t is the crevate shortage ¢ 


Mr. Smirru. I have ton cor ‘| re were 54 elevators that wet 
considered to be t. or suspected of being short. on corn, roughly, 

184.959 bushels: and 11 cases involving wheat, 179261. 

if ses 0 l 94735 ‘| it is bushels. 

Phe CHARM the 46 cases ¢ 

Mr. Smirn. ‘J was 4 

Senat AKI Thirtv-four of them corn / 

Mr. Suiru. There were 34 involved cor 

Senator Aiken. Eleven involved wheat / 

Mr. Suirn. Ye 

Senator A1ikEN. Thre volved sovbeans ? 

ir. Suiriu. 

Senator AIK makes 48 

Mr. SMITI \ I point | 1 tf ! k 1] me or the 
t! have bo it. and beat 

Phere are f t t De} e. on the ¢ ind I oA 
tio! iowed there was no shortage. 

The CHatrMan. When you if cases you mean 46 different ware 
houses ? 

Mr. Smirn. Yes, sir 

Senator AIKE> Sol of them stored both corn and wheat ? 

Mr. Saurrn. That right. ; 

Phe CrarMan. That is what I wanted to clear ip. 

* e Vol hay ed t] - hey f _ aL many wat 
housemen were involved in your area with whom 4 did business ¢ 
You stated that at some time, but I would like to hav: n connection 
with this in the record at this point. 

Mr. Svrru. In connection with that- 

The CHarrmman. And this is over a period of how long, over what 


period, the 46 cases ! 

Mr. Smrru. These are all of the cases that we know of at the pres- 
ent time. . 

Phe Cuarmman. That is from the beginning of your operations? 

Mr. Smurru. That is from the beginning of our operations. 

Senator Aiken. You mean the whole operation ? 

Mr. Brapiey. Since 1949. 

senator AIKI N. | thought these were current cases, 

Mr. Sarrnu. That is right; 1949, up to date. 

The Cuarrman. What is the highest number of warehousemen that 
you have in any year during that period ¢ 

Mr. Smirn. I believe the figure was 3,239. 

The CHarrmM an. So that out of 3.239 warehousemen. 46 of them ar 
either those who converted or are suspected of converting; is that 
! oht? 

Mr. Smiru. That is right. Those that we do have the C. and I. in 
vestigations on we have no definite proof that there is a shortage 
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The CHarmman. Have you made investigations of some that you 
suspected of these 46 on which your suspicions were unfounded ¢ 

Mr. Sarrn. That is right. 

The Cuarrman. How many ? 

Mr. Samrru. I noted here one case that ends up with only 356 bushels 
shortage on load-out. 

Mr. Correr. A normal shrink? 

Mr. Smiru. Yes. 

Mr. Brapiey. That is right. 

Mr. Smrru. I have another one here with 115 bushels. 

The Cuarrman. You are talking about the 46 cases now? 

Mr. Surru. Yes, sir. 

Mr. Correr. Was that a complete investigation where they went 
day by day to determine actually whether he had converted? In 
many of these cases they could have put the corn back unless your 
uctual investigation was made. You know that? 

Mr. Smiru. These figures that I am quoting from are the actual 
shortages that were determined after the grain was loaded out. 

Mr. Correr. But there was an investigation ? 

Mr. Sairn. Yes, sir. 

Mr. Correr. Did they go day by day to the position, the long posi- 
tion and the short position, and so forth ¢ 

Mr. Siri. I believe in all of these. 

Mr. Correr. Were these preliminary investigations ? 

Mr. Smrru. No, these are the final C. and I. investigations. 

Mr. Correr. Very well. Do you have some more ? 

The CuatrmMan. Are there some more? 

Mr. Smrrn. I am coming down through to see if I can see any other. 
I have two more cases where there was found to be no shortage. 

The Cuatrman. That is a total of five that you suspect ? 

Mr. Correr. Or four. 

Mr. Smrru. Four. Two that had some shortage but being only 
normal. 

The Cuatrman. The other two none? 

Mr. Surry. The other two showed up none. 

The Cuatmoan. That would reduce it to 42 cases? 

Mr. Smrru. That is right. 

Mr. Correr. Of the three-thousand-odd warehouses, how many have 
you actually checked to determine whether they were short or not! 

Senator Arken. Or had been short and made up. 

Mr. Correr. How many have you actually checked ¢ 

Mr. Smrru. I am not sure that I understand your question. 

Mr. Correr. You say you have over 3,000 warehouses ? 

Mr. Smrrnu. Yes. 

Mr. Correr. How many have you actually checked for a short posi- 
tion to determine whether they are short or not? 

Mr. Smiri. It has been mentioned here in the testimony that we do 


not have warehouse examiners to check for the shortage. 
Mr. Correr. But you have auditors, and you have C. and I. met 
I am asking how many you have actually checked of your 3.0004 
Mr. Brapiey. I do not think you can give us—— 
Mr. Correr. Have you checked 50 or only checked the 46? 
Mr. Brapiey. There has been quite a number. 
Senator Arken. For quantity? 
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Mr. Brapiey. That were checked by the Office of Audit which 
showed up nothing. But the figure, I do not know. 

Mr. Correr. I would gather from your testimony that you checked 
these and found no shortage to be there. If you did, that is all you 
may have checked out of the 3,000. 

Mr. Smirn. There have been more than this checked by the Office 
of Audit. 

Mr. Correr. I understood that you were only making a check of 
25 warehouses in each area. 

Mr. BRADI RY. 1 hose are the ones which they asked originally for 
us to select, 25 warehouses in the area. 

The Cuatrman. Who are “they”? 

Mr. Braptey. The Office of Audit of the Department. 

Mr. Correr. You have extended that ? 

Mr. Brapitey. We furnished them that. And I have now been 
making some additional spot audits of warehouses. I do not know 
just how many they have made. 

Mr. Correr. But your organization has no facilities at the present 
time to inspect these warehouses for a short posit lon On any great se ale, 
do you? 

Mr. Brapitey. That is correct: we have not. 

Mr. Correr. So when you only have 46, vou have 46 known, but 
you do not know how many unknown shortages you have at the pres- 
ent time, and you do not have the facilities to find that out, if it is 
necessary ¢ 

Mr. Brapvtey. We do not have the facilities at the present time. 
However, the State inspection service in Iowa has been very helpful 
in making regular inspections of the houses there. However, since 
we have had some shortage cases 1n lowa it still is apparent that in- 
spection won't cure the entire problem completely. 

Mr. Correr. But you feel better about it than vou do in a State 
that does not have any inspection ¢ 

Mr. Brapiey. Yes, indeed. 

Mr. Correr. And has a good law and no appropriation ? 

Mr. Braptey. Yes. 

Mr. Correr. Have you compensated for the States that have no 
inspection by any acts of your own that might offset the lack of in- 
spection ¢ 

Mr. Braptey. Again, having no warehouse inspectors available, 
we have not. 

Mr. Correr. Do you know whether it is contemplated—has it been 
discussed ? 

Mr. BRADLEY. It has been discussed, Mr. (otter. The PMA is 
contemplating changing the procedure and providing for a regular 
inspection of some type. I do not know exactly yet what it will be. 
That is, of all warehouses. 

Mr. Correr. Do you have any thoughts about how State warehouse 
laws could be improved or who could be interested to get a better 
State warehouse law ? 

Mr. Brapiey. I think that probably the best means to do that would 
through the regular warehouse associations. 

In Iowa they realized the necessity for tightening down, and only 
recently they have tightened down their own laws, and they already 
have the best in the area. 


be 
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Take my own State of Indiana. We have one of the best ware- 
house laws there is on the books anywhere, but they have never ap- 
propriated a cent to implement the law. So you do not, in effect, have 
anything. 

Mr. Correr. I had some other cases that I had intended to go over 
with you. I was going to forego them, in view of your shortage of 
time between now and your train time, but you mentioned Indiana. 

Mr. Braver. I wish I had not. 

Mr. Correr. Did you people support grain to a co-op down there 
at. a larger figure than you were giving in the area—a particular 
co-op ¢ 

Mr. Braptey. No; not at a larger figure. This is the Indiana Grain 
Cooperative. 

Mr. Correr. That is right. 

Mr. Brapviey. In which we make a purchase of grain for them for 
the export program. And the purchase provided for them to to pro- 
vide the storage at a point where we could not get the storage. It 
happened to be one of the soybean processors. The grain, as I recall 
it, was purchased at the market price which prevailed at that time. 
And one of the reasons for the purchase was the fact that the price 
level throughout that area at harvest time was about 20 to 25 cents 
under the support level. And we realized that there should be some 
support put in there. 

Mr. Correr. Did you not give that cooperative 5 to 8 cents above 
the support that you had been giving to that area 

Mr. Braptry. Above the support / 

Mr. Correr. Yes. 

Mr. Brapiey. Mr. Daly handled this. 

Mr. Day. I handled that. There were a total of seven purchases 
for a total of about 920,000 bushels of wheat purchased at the market 
on that date. Taking into consideration the storage charges at the 
market price on the date that the wheat was purchased, the contract 
price was below the 1949 wheat loan price. Our average paying price 
for this wheat was $2.155 per bushel for Philadelphia. The 1949 Phil 
adelphia domestic loan rate was $2.37. So practically there is 22 cents 
below the support level for the wheat. 

Mr. Correr. That is my information, that this co-op was favored 
on the price. That is not so? 

Mr. Dary. That is not so. 

Mr. Correr. Then you did advance the purchase price before you 
took a receipt of the grain, did you not, which had the practical efiect 
of being a loan? 

Mr. Dany. No, sir: we did not. We did take receipt of the gra 
in the temporary location. The vendor drew on us for the amount o! 
the grain, I think, oh, around 60 percent of the value of the grain, a1 
he furnished warehouse receipts. That was grain right there. 

Mr. Correr. But actually it was still in his warehouse ? 

Mr. Dany. It was in the warehouse in Decatur, Ind., in which ly 
had arranged for storage for this wheat which we could not get 
that time. He had guaranteed the warehouse storage even if he ke} 
it in there 1 month. 

Mr. Correr. The contract did not call for delivery until a later date. 
did it? 

Mr. Dary. It called for Philadelphia, probably October 1 to 10. 
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Mr. Correr. When did you advance the money ? 

Mr. Datry. I believe the advances 

Mr. Correr. In August? 

Mr. Davy. In August and early September on the various—— 

Mr. Correr. Did you not make a repayment of the money / 

Mr. Dary. Sir? 

Mr. Correr. Did you not make a repayment of the money? 

Mr. Day. I do not understand. 

Mr. Correr. Did not the co-op make a repayment of that money? 

Mr. Dary. Well, we paid the ( ‘Commodity Credit Corporation again. 

Mr. Corrrer. Pardon? 

Mr. Dary. Paid the Commodity Credit Corporation. 

Mr. Correr. Did not they repay them ? 

Mr. Dany. They paid Commodity Credit Corporation in that when 
the grain was to be loaded out of the intermediate storage point to get 
it toseaboard. He must have the warehouse receipts in his possession. 
Therefore, we drew back on him for the same amount that he advanced 
us. 

Mr. Correr. Is that the reason? 

Mr. Dany. Yes, sir. 

Mr. Correr. Did not the Audit Division come in there and make a 
report in the interim, and were they not asked not to put it in their 
official report? 

Mr. Dany. I do not know of anything like that. 

Mr. Correr. Maybe we should have gotten into this case earlier. 

The Cuatrman. You have the time. 

Mr. Daty. The advance under normal trade practices, when they 
furnish a bill of lading or a warehouse receipt in trade practices under 
the commodity exchanges in the various commodity markets, they are 
permitted to advance, to draw in advance for 80 percent of the value 
of the grain with the documents attached, namely, a bill of lading or 
a warehouse receipt. 

Senator Arken. In effect, they were serving as your representative 
in buying this grain up or taking it off the market—they were not 
representing your office ? 

Mr. Datry. No, sir. 

Senator Arken. In any way? 

Mr. Day. No. 

Senator Arken. Did you ever make any arrangements with any 

alers to buy up commodities, take them off the market for you ? 

Mr. Dany. No, sir. 

Senator Arken. You do on some commodities, do you not? 

Mr. Dary. Not in grain that I know of. 

Senator Arken. I know that it was done with potatoes. It did not 

ork out too well. 

The Cuatrman. Was there anything out of the ordinary that you 

d in your contract or in your dealings with this cooperative that 

| did not do for any! ody else ? 

Mr. Dany. No, sir. 

The Charman. All in conformity with vo 

ng business ? 
Mr. Dary. Yes, sir. 
The Ciatrman. With anybody else? 
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Mr. Dary. That is right. If this grain had arrived at the seaboard 
and we were not calling for it, if he would have furnished warehouse 
receipts at the seaboard. he could have drawn on us for the 80 percent. 

Mr. Correr. Could I read this letter from your, I think, the Chief 
Auditor, which relates to the thing and maybe you can explain it? 

The Cuammnan. Who is it from? 

Mr. Correr. It is to D. J. Harrill, Chief Auditor, from R. L. Wright, 
Assistant Chief_Auditor. Subject : Commodity PMA Office, Advance 
Payments on Wheat Purchase Contracts with Indiana Grain Coopera- 
tive, Inc.: 

During the course of the current audit we examined seven contracts entered 
into with the subject vendor during July 1949, for the purchase of a total 
920,000 bushels of wheat to be delivered f. o. b. boat Philadelphia, subject to ca 
October 10, 1940. 

The unusual feature of the contract is the provision for advancing funds up 
to SO percent of the contract value against warehouse receipts for wheat owned 
by the vendor. 

The contract further provided for return of the warehouse receipts ‘to the 
vendor for shipment of wheat to seaboard upon repayment of the advances 

During the early part of August IfH9, advances totaling $1,471,615 were mace 
and warehouse receipts approximately in the total quantity of wheat contracted 
were received. Warehouse receipts were examined by us and found to have 
been held by the custodian in sealed envelopes, but not entered in any record 
They were returned to the vendor shortly after our initial examination of this 
matter at which time the advances were fully repaid. 

The advances were outstanding for 1 to 3 weeks. We noted that the quality 
of the wheat covered by the warehouse receipts was for grades lower than that 
provided by the contract. 

While the terms of the contract do not specify that warehouse receipts sur 
rendered by the vendor for the advances must cover the wheat which is to be 
delivered under the contract, it appeared that this was the intention. 

The contracting officer explained that the Washington office made the arrange 
ments under these contracts. 

The General Accounting Office, Corporation Audit Division representatives ex 
pressed interest in this matter and indicated they would make further inquiry 
at the Washington office to determine whether the contracts were within the 
scope of the Commodity Credit Corporation authority. 

We deemed it advisable to present this matter in the form of a memorandum 
at this time, rather than to include it in an audit report. 

Please advise us whether you wish us to do anything further with respect to 
this matter, particularly as to whether you desire comments on it in our audit 
report. 


And here is a memorandum dated September 29, 1949, back to 


Wright from Harrill. 


This is in reference to your letter of September 13 and our reply of September 
20 regarding the above subject. The matter was discussed with the representa- 
tive of the Commodity Credit Corporation Manager's office today at which time 
we were informed that the transactions are now being investigated by the Office 
of Compliance and Investigation. Therefore, it is requested that you not in 
clude reference to the contract in your audit report at this time. It is suggested 
that you confer with the local representative of the Office of Compliance and 
Investigation for the purpose of making sure that he has all of the information 
developed by your office. 

I would just like to know what it is all about. 

Mr. Daty. I will go on to explain. 

Mr. Correr. There was an investigation, apparently somebody 
thought that there was something wrong with it. 

Mr. Bravery. It was a different type of transaction in that it in- 
volved the storage of this grain which was bought for og support 
purposes and for export at a point other than seabord. It did involve 
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them drawing on us, just as the normal trade practice at the time that 
they made the sale, and it involved us drawing on them, so that they 
could complete the transaction and move it on down to seaboard. 

Mr. Correr. You do not normally do that, do you? 

Mr. Braptey. No. This is not normally done. 

Senator Arxen. Is this new crop grain? 

Mr. Braptey. This was new crop grain which was needed in the 
export program, Senator, and which we thought was a pretty good 
deal, because it actually netted us some 10 cents a bushel over what 
we would have had to pay if we had bought it later in the season. 

The Cuatrman. There were no losses sustained by the Government ? 

Mr. Brapiey. No. 

The Cuarrman. Because you handled it in this way ? 

Mr. Braptey. No. 

Mr. Dary. A profit of around 15 cents a bushel on the 920,000 
bushels. 

Now to explain the difference in the grade, the warehouse receipts, 
the average price of these seven contracts was $2.155 and the vendor 
invoiced the commodity on the basis of $1.60 per bushel. And the 
average price of 80 percent of the contract price would have been 
$1.725 per bushel and I deemed it to be 121% cents a bushel less that 
he drew. That was sufficient to take care of any grade deficiencies, 
because the contract was based Philadelphia weights and grades, and 
they could not be determined until the grain arrived at the seaboard. 

The Cuarrmman. Are there any further questions ? 

If not, I want to thank you gentlemen for your cooperation. You 
may now return to Chicago, if you please. 

Mr. Brapiey. I want to think you for your consideration, Senator 
Ellender. 

The Cuairman. That is all right. 

The committee will stand in recess until next Thursday morning. 
Mr. Cotter has suggested that he would like to discuss certain matters 
that were brought out today with the Washington officials. Thursday 
morning we propose to take up this matter on the Washington level. 

Mr. Correr. On the storage and warehousing Washington level. 

The Cuatrrman. And we will have as witnesses, I presume, Mr. 
Kruse. 

Mr. CorTrer. He is 1n Europe. 

The CHarrman. Or Mr. Geissler, whoever is connected with those 
offices here in Washington. Who can represent them here Thursday ? 
Mr. Unpernityi. Mr. Geissler. . 

The Cnamman. And explain the special contracts ? 

Mr. Unperuitn. Mr. Watson, head of the Grain Branch, could 
probably be here also. 

_ The Crarrman. If there are no further questions, we will stand 
in recess until Thursday morning at 10 o’clock. 

(Whereupon, at 4:10 p. m., the committee recessed to reconvene 
Thursday, May 1, 1952, at 10 a. m.) 





